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Objectives

In this course we are going to:
* Discuss the new Overlap policies released by BLM and what that
means to the Future of Overlaps.
* Explain what an Overlap is and identify the main components.
* Complete an Overlap under the prior BLM Policy
* Complete an Overlap under the new ND BLM Policy, including:

* Mapping the CA Overlap
» Completing an ONRR-2014 form for the CA Overlap
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Agreement Overlaps

An Agreement Overlap is when land of any type (Federal, Indian, Fee or
State) is in more than one agreement and the same formation and is
overlapping each other.

Total Overlap - CA is completely overlapping ONE Agreement.

« CAbecomes silent and all Reporting, OGOR’s and 2014’s, are submitted on the
agreement that CA is Overlapping.

« If the total overlap consists of MORE THAN ONE Agreement the CA is NOT silent
and OGOR reporting stays with the New CA, the 2014’s are submitted on the
agreements the CA overlaps.

Partial Overlap - CA is partially within the Agreement

* OGORs: Each Agreement will report it's own Production.

* ONRR-2014: CA production allocated to the overlapped portion of the CA is then
reallocated to the Overlapped Agreement in accordance with that Agreements
allocation schedule.
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The Future of Overlaps »
Issued July 3, 2018 -

BLM and BIA have implemented a new policy changing how CA overlaps are
done (BLM Permanent Instruction Memorandum No. 2018-012). This policy
was issued July 3, 2018 and applies to any CA that has an effective date after
the IM’s issue date. This only applies to CA’s that overlap an existing CA. This
Instruction Memorandum can be found on BLM’s website.

* BLM/BIA will approve a new CA when the CA overlaps an existing CA(s)
ONLY when the new CA will allocate production and associated
royalties from the new CA directly to the leases within the boundary of
the new CA.

BLM/BIA will continue to follow the existing policy when processing a
new CA that would partially overlap an existing PA for the same
formation within an approved Federal or Indian exploratory oil and gas
unit.
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What does this mean?

When approving a new CA that overlap’s an existing CA,
BLM/BIA will no longer allocate production and associated
royalties from the new CA to the existing underlying CA(s) that
the new CA overlap’s.

Each new CA will be a “Stand-Alone” agreement and will not
change the allocation of production or associated royalties for
the underlying CA.

There will be no reference to an Overlap in the letter or on the
SRP. Royalty reporting is based on the lease to agreement
allocation for all production. 2014’s will be submitted with both
the lease and agreement numbers.
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North Dakota IM »

North Dakota issued a Supplement IM to the new BLM/BIA policy on
July 27, 2018; PIM 2018-004.

This IM applies to any CA approved after July 27, 2018. This
Instruction Memorandum can be found on BLM’s website.

* North Dakota will continue to allocate to overlapped Base CA’s
that are within the boundary of the new CA.

* When a new CA overlaps an existing overlapping CA the agencies
will NO LONGER further allocate out to existing overlapping CA’s
that are not within the boundary of any Base CA.

This will be covered in-depth during the Advanced class.
6
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o ! Oil and Gas Reporting

* OGOR - All production is reported on the new source agreement.

* ONRR-2014 - CA production allocated to the portion overlapping
another agreement is then reallocated to that overlapped
agreement in accordance with the overlapped agreements
allocation schedule.

* New Overlap Policy - issued July 3, 2018 and applies to any CA
with an EFFECTIVE date after the issue date.

* ND Overlap Policy - issued July 27, 2018 and applies to any CA
with an APPROVAL date after the issue date.
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Partial Overlap Example

200 Bbls from CA2 €——
Reallocate to CA1

Tr 1 =100 Bbls
Tr 2 =100 Bbls

800 Bbls
produced & sold
From CA 2

Tract 2 = 25% ~[ Tr1=2008bls |
Tr 2= 200 Bbls
Tr 3 =200 Bbls

Tr 4 = 200 Bbls

Tract 3 = 25% Tract 4 = 25%
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Total Overlap w/ 2 CA’s Example gy

400 Bbls from CA 3

Reallocate to CA 1 400 Bbls from CA 3
Tr 1 =200 Bbls Reallocate to CA 2
Tr 1 =200 Bbls
Tr 2 =200 Bbls
Tr 2 = 200 Bbls

800 Bbls
produced & sold
From CA3

Tr 1 =200 Bbls *—
Tr 2 = 200 Bbls

Tr 3 = 200 Bbls
Tr 4 = 200 Bbls +—
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Let’s Review

When does a CA fall Silent and All Reporting is done on the
overlapped CA?

A. CA Overlaps MORE than one Agreement
IB. CA Overlaps ONE Agreement I
C. CA Partially Overlaps an Agreement
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Example Overlap
NDM108645
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Serial Humber: NDM— + 100845

TRE LEASE SERLAL NO
MNOMA 10ZEES
NDM 9TEIL
P\ NDM 687134
NDM 95794
FEE

TRPSIRE

AC COMMITTED % INTEREST
640,00 50,1100

158,52 12.41

160.00 12.5300

40,00 3.1300

278,76 218200

127728 10,0000

w0 430106 0303
o he 1M DazaLT BAMAET

am moossee

2 moood
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1st CA - M 102885 eff 10/1/2010

Saviad Humber: NOM— 107885

Fee 120ACKES |
eanowssziza [SSSSIEEY v noweariaa

s
NOWMSS7SS fi’
a0ackes

! OVERLAP
| agreement ne. [acres Lease B
NDM102E8S £40 00
Fed 240,00 2840320850
Fad 80,00 2840957950

*Fe 120.00 NDM68713A (8860687130)
*State 000
Tatal £40.00
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2nd CA M 97814 eff 02/01/2007

[T Sarist Mumbar; NOM-— - SETHI4

158.52 ACRES

158.52 Acres Fee within
CA NDM97814 from
Tracks 6,7, & 9in PA
NDM68633A

Fee from PA B AMTELOPE BANT B WA A

NDM68633A

snn

Serial Noflosr MDM— - 3334

OVERLAP INFO |
reemant No.|Acres | Leaza #
NDM37814 158.52
NUMEBETIA
*fes 158.52 (T24as a0}
*State Q.00
Total " 15882
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PA NDM68713A

nts Date

Apr !
CANDMI02BES OLAP 10/01/ 010
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PAM 68713A (8860687130)
eff 02/01/2007

Py B Mt HOM— SERTTIL

s "

160 Acres Fee from PA
NM68713A, SEC 19
ONLY.
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Land Classification for CA NDM

Fedaral Land | | OVERLAP INFO |
Tract 8| OLAF| Lease Number| Acres Al | absotute | | Mo.|Acres Leass® |
001 X ZBAIHSS0 44000 0342282 0344332  NDMIOZBSS  640.00
001 x 'zanssreso 5000 0062633 0062633 fed 440,00 2840929550
oz 000 0.000000  0.000000 fed 80,00 2840957550
003 000 0.000000 0000000 "Rt
04 " 1840957540 4000 0.0NNT  0.0NNT *Seate
Foderalland  560.00 0.438432 0438432 Total "
Fen | OVERLAP INFO |
Tract 8{OLAP| Lease Number| Acres |Allocation| Absolute | | No.[Acres Lease & 1
W % Fee 13000 0093950 093950  NOMSTE14 158.52
o0z X Fee 15852 0124107 0124107 Fed 0.00
oy x For 16000 0125266 0125266 “fee 158,52
o0 Fee 000 0.O00000  0.000000 *saate 0.00
005 Fee 786 0218245 018MS Total " 1sas2
Totsl 71728 0561563 0.561568
| OVERLAF INFO |
GrandTotsl  1277.28 1.000000 1.000000 | Mo.|Acres [T |
360687130 -
NOMEETL3A 160.00
. 60,00
*suate 0.00
Total " 160,00
Accurate Revenues & Data Professionalism & Integrity




Example for how to report royalties on production from ‘

NDM108645

CA - NDM108545
Production Volumes

Allacation Schedube % 17855.00 Well #1 [example only)
OLAP NDM102885 0.501065 BO46.52 Move o Poge for NOM1O2585
CLAP NDM9TE14 0124107 221593 Mowe Ic e for NDMS TS
OLAP NDMEGST13A
ARB06HT 130 0.125266 223662 Meove o Page for 88606871
2840957940 - NDMISTOA 0.031317 550.17 2004 Aeporting
Fee _D.218245 696,76 Mo Reporting
TOTAL 1.000000 17855.00

The production from this CA is split with an overlapped agreement. 2014 reporting should be done based
on the overlapped agreements allacations.

Thiis exarmple follows the reporting of royalties from a single well. Royalties on production from additional
wells in CA NDM108645 would be reported in the same manner

Note: OGOR stays with this CA,
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15t CA in Overlap

Frodurtion Velumes
Adocanisn Schedule = BHSE52 from el 01

2088 reporting shoukf e done beted on the overlapped agreements abocat

PA - BB50687130 - NDMBST13A 2nd Alloc
Production Volumes

Allocation Schedule * 1677.47 from well 51

2B40I29550 - NOM3Z955 0.537700

Fre 300

TOTAL 1.000000
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2"d CA within Overlap

CA - NDM37814
Production Valumes
Allocation Sthadule L] 2215.93 from wall #1
OLAP 72485L2050
NDMESEIIA 0.874400 [[1937.51 Mave 1o Page for PA 7248502050
Fee 0.125600 278.32 Mo Reporting

TOTAL 1000000

2014 repating o

i be done based on the overlapped agreements allocations.

PA - 7248502050 - NDMBEGIZA
Production Volumes

Allpcation Schedule * 193761 from well #1

2840329580 - NDM3IZ956 0381625 739,44 2014 Reporting

Few 0,618375 119817 Mo Reporting
TOTAL 1.000000 1934.61

2014 reporting should be done baved on the averlagped agreements allocations

Accurate Revenues & Data Professionalism & Integrity




PA NDM68713A (8860687130) 1°* Allocation

PA - 8860687130 1st Alloc
Production Volumes

Allocation Schedule * 2236.62 from well #1
2840329550 - NDM32955 0.537700 1202.63 2014 Reporting
Fee 0.462300 1033.99 No
TOTAL 1.000000 2236.62

2014 reporting should be done based on the overlapped agreements allocations.

MNote:

MGOR stays with CA NDM

Accurate Revenues & Data
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CA - NOMLEIS

Effective
Agreements Date
CA NDM108645
| CANDM10288% OLS

ToRAL TneRss

[ o7fo1/z006 |
NfA |

Toesl DGOR Vokimas  ITESSO0
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How do | report on the
ONRR-20147?7?7?
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But what about my lease??

In our example CA NDM 108645 the company holds 100% interest:
100% in Lease 2840957940

There is no lease basis well on the above lease.

In overlapping agreement situations, you
must report royalties based on your
entitled share.

Let’s complete the ONRR-2014 for royalties on the above lease.
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BA095TIA0 - NOMISTIE D317

Fee 0218745 19676 Mo Beporting
TOTAL 1.000000 17855.00

Worung
b Rl
- Wik P
S el -
x M X vom arwan x ey
Total Sales Volume x allocation % x MNOP x working interest % = Sales Volume
Sales Volume x price x royalty rate — allowances = Royalty Value
Accurate Revenues & Data . Professionalism & Integrity

2014 Reporting
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CANDM110449

Lets take a look at a North Dakota CA that falls under the new
Overlap policy for North Dakota.

* Map CANDM110449
» Review the reporting example
* Create 2014 reporting

32
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Example Overlap NDM110449
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e LEASE SERIAL NO AC COMMITTED % INTRREST
1 NOMuBE2S 128128 500031
2 NON-FEDERAL 128142 49,5563
ToTAL 256290 100,00

Allocation Schedule for CA NDM110449 (W/OLAP)

vt S b LTO's, ERR's

Troen 8] Laasa tmber | Aaves [Mdscasan [absctoe|
oo 0000000 0.000000
o0
Toest

Traat | Agrvemant tie. | Aores | MMocason [Sheotns | | Trect | Agrvement tie. [hsres |alecution |Abssiute

0000000 0.200000)
0.000008_0.600000)

Grand Totsl 334240

o0 34 1L 0.500001 0500031 [
o0 000 0000000 0.000000 0.00
D Mo v B 101yt Land Clavastuatioen
Trwct 8] Laave Hurmber | Acren |Adocaion | Abschete | | Trect® | Lasis Number | Acres |Allccation | Abiohds
0.000000 0.0 o0 Mate
o0 Staie
o0 state
oo state
o0 State
0.0 2 000 Staie
AILAZ 0499989 Oawnis|  Touwd 0.0
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Mapping NDM110449
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F el 35
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Serial Humber: NDM-— - 110488 o5
Mer Twp Rng  Sec SType Nr_Suff Subdivision Districyl Field Office _ County Mgt Agency b

o wmmeew D AL

HORTH BT PELD

BUREAL OF LaND I3kt

Teirisvaan [
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sscntoan 011 AL e
N - e
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Agreements Eff Date
CA NDM110449 [ 12/1/2017
CANDM98624 8/1/2008
Non-Federal N/A

Industry Compliance .

| E 37
Accurate Revenues & Data . Professionalism & Integrity

5/8/2019

Mes Twp Bng  Sec SType He Sefl Sebdvision

Track 1 CA NDM98624

District! Field Office _ County

Serial Number: NDM.— - 038624
Mo Agency

o W @3 0T LEET g mARAu
o eEmtew @ AS swasx g

o vEmbew 00 AUG _ s
o emitesw @9 S ey

Agreements Eff Date

CANDM110449 [J [12/1/2017]

= g | = | = CANDM38624 8/1/2008 |

Industry Compliance .

Accurate Revenues & Data
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Track 1 CA NDM98624

= | i : | e 1
Agreement No. |Acres Lease 8
- -l - - e v pome NDMS3B624 1281.28
=3 Fed B0.00 2B40BB5630

80 Acres Federal
from NDM88563

Industry Compliance .

Mor Tapfiog Sec Sype M St fubbeinion

Fee/State 120128
Total 128128

Sarisi Nussar. 1O
Dbt Fishd Offics _ Commy Mg

Accurate Revenues & Data

. Professionalism & Integrity
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Track 2 Non-Federal

Remnark Text

NDM 98624

2 NON-FEDERAL

TOTAL

Serial Number: NDM---- 110449 3

5/8/2019

1 = e } Agreements Eff Date
== = = |CANDM110449 [ |12/1/2017
|CA NDM98624 8/1/2008
v e e = Non-Federal N/A
40
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e Agreements Eff Date
|CANDM110449 ] |12/1/2017
|CA NDM98624 8/1/2008
Non-Federal N/A
80 Acres Federal
from NDM88563
41
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. Agreements Eff Date
Old & New Map Comparison  ;ioiioss T

ANDMSSIT

[=]

for NDM110449 SEENOMI 0961

CA NDM3EG24 | 8/1/2008

| MWA__|

- .-;L/ = Non-Federal
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Land Classification for CA NDM110449 (W/OLAP)

Federal Land Classification | OVERLAP INFO |
Tract #| OLAP| Lease Number | Acres | Allocation | Absohite | | Agresment Na. |Acres | Lease
001 X ZBSORRSHIO 00 0031221 0031221  NOMSE24 1281

e Q00 0000000 0.000000 50,00 ZB40BES630
o0 000 0000000 0000000 0.00
(22 Q.00 0.000000 0.000000 0.00
oo 000 0.000000 0.000000 0.00
Federsl Land 000 0031221 0.031221 1201.28
0.00
0.00
128128

*Fee Land Classification

Tract [ OLAP| Lease Number | Acres  |Allocation | Absolute

[T L0128 0AREEI0 0462810
oaz WEL1Z 0499969 0499965
oai 000 0.000000 0000000
o4 000 0.000000 0000000
oo 000 0.000000 0.000000
Total 245240 0.968773 0.968779

Grand Total 256240 1.000000 1.000000

Accurate Revenues & Data
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Example for how to report royalties on production from

NDM110449
CA - NDM 110449
Production Volumes
ABocation Schedule L] 1785500 Wedl #1 [esamg ¥

NonFed 0499969
TOTAL 1.000000

apped agreement. 2014 reporting thould be done

Note: DGOR stays with

his CA.

Accurate Revenues & Data

CA NDM98624 within Overlap

Example for how to report royalties on production from

NOM110449
CA- NDM110449
Produstion Volumes
Allocation Schedule £ 1THE5.00 Well #1 fex
CLAP NOMS8624 0500031
Fed 0.405960
TOTAL 1.000000
CA - NDM98624
olumes
Allocation Schedule % 8928.05 from well #1
Lease 2840885630 0.062438 557.45 2014 Reporting
Fep 0.937562 8370.60 No 2014 Reparting

TOTAL 1.000000 B8928.05
2014 reporting should be done based on the overlapped agreements allocations.

Note: OGOR stays with CA NDM110449

Industry Com)

Accurate Revenues & Data
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Production
Volumes for
Well #1
CA- NDM110449 1785  0GoR
| sgreements | Effoate |
|CANDML10249 [ (1212017 |
Below is how the 2014 reporting would actually take place after the  |canonsacas | 8/1/2008 |
[Non-Federal NA |
volumes kept moving for reparting purposes due to the overlaps. b
CA -NDM110449 rFes 8926.95 No 2014 Reporting
8926.95
CA - NDM98624  Lease 2840885630 557.45 2014 Reporting
Fee 8370.60 No 2014 Reporting
TOTAL 8928.05
Total OGOR Volumes  17855.00 46
Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Let’s take a look at what the
Reporting for this CA looks like

* 100% of Production will be reported to CA NDM110449.

* In example CA NDM110449 there are no leases to report directly
to this CA.

* Royalty reporting will be allocated to the base CA NDM98624
based on the that CA’s allocation schedule.

47

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

CA - NDM98624
Production Volumes

Allocation Schedule % 8928.05 from well #1

Lease 2840885630 0.062438 557.45 2014 Reporting

Fee 0.937562 8370.60 No 2014 Reporting
TOTAL 1.000000~ 8928.05

2014 reporting should be done based on the overlapped agreements allocations.

Note: OGOR stays with CA NDM110449

™ Reyety
. v o
[roe "
- » v Dl e [
8928.05 X.062438 557.45 X ww 55745 X wm $27,872.50 5 = $3,484.06
Total Sales Volume x allocation % x MNOP x working interest % = Sales Volume
sales Volume x price x royalty rate — allowances = Royalty Value
48
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2014 Reporting

Weanry
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Line Number

APl Well Number

ONRR Lease Number
ONRR Agreement Number
Product Code

Transaction Code
Adjustment Reason Code

Royalty Value Prior to Allowances
Transporation Allowance Deduction
Processing Allowance Deduction
Royalty Value Less Allowance!
Payment Method Code 50
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Where do we get this information?

¢ Operator

* Land Department

* Oil and Gas Commissions
* LR2000 - SRP

* BLM

* ONRR

5/8/2019
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What % of Production will be reported on OGOR’s for CA
NDM108645?

A. 24.82%
B. 3.13%

52
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Which CA Effective Date will fall under BLM/BIA’s new
IM Policy regarding CA Overlaps?

A. July 9,2018 |
B. August 12, 2016
C. June 1, 2018

53
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Which CA Date determines how a North Dakota overlap
will be allocated?

A. Approval
B. Effective

54
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Contact Information:
Jessica Bowlen 303-231-3202
jessica.bowlen@onrr.gov
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