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Objectives

After this course, you will be able to:

« Explain what an Overlap is and identify the main components.
* Beable to complete an Overlap, including:

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

< Discuss the new Overlap policies released by BLM and what
that means to the Future of Overlaps.
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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 Agr

+ 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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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.
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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 Example

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 |
C. CA Partially Overlaps an Agreement
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Example Qverlap NDM110534 »

i -y
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THE LEASE SERIAL MO AC COMMITTED % INTEREST
NDW 00 157248 41,5437
T NDMIDAI3 125264 33,0930
1 NDMOY 16 480 126812
4 NOM-FEDERAL 480 126812

378512 100.00
CANDM1IOS3 [W/OLAP|
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Agreements | Date
CANDM110534 [ ] |6/1/2017
CA NDM102094 | 9/1/2010
CANDMI104433 | 1/9/2012
Lease NDM35116 | 8/1/2009
MNon-Federal NfA
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Tract 1 CA NDM102094 s 1o

canDM110534 [ ] | 6/1/2017
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(CA NDM1020594 1 9/1/2010
Serial Number: NDM-.. 102094
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Tract 1 CA NDM102094 - effective 9/1/2010

241.40 acres 160 acres
NDM99280 - NDM99116 =
. = o OvERLAP MFO
- — 3 | Ne. [Acres | Lesse #
o] AP HOM1020%4 1572.48
Fed 24140 2BA0I2800
73.21 acres. Fed 2331 Tacee1160
v NDM9s116 ot T *Fee 937.87
= iz *State 160,00
" o Totsl 157248
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Tract 2 CA NDM104433  |canonisocss [T |a/t/2017

CA NDM102094
CANDM104433

Mo Sult Subdivision

Serial Humber: KOM-- 104433
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Tract 2 CA NDM104433 - effective 01/09/2012

1

EREST

5/9/2019

1 99116 12.2318
4 95200 20.7562
5 164
TOTAL =
I - — | S e v e
Agrearmant Ne. | Acras Lease
NDM104433 125268
Fed 153.22 7840991160 5 mas
Fed 260.00 2840992800 - e
*Fee 00,00
*State 430.47
Totl 125268
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Tract 3 Lease NDM99116

Setial Number. NDM— - 099116
c g A
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AT T Agreaments Date |
|2 s e 7?7 A4lcANDM110534 [ | | 6/1/2017 |
T [Ch CANDM102094 | 8/1/2010 |
- CANDM104433 | 1/9/2012 |
Leaso NDM99116 | 8/1/2009
g e iy s s

Tract 4 Non-Federal

Agreements Date
CANDM110534 [ ] | 6/1/2017
CA NDM102094 a/1/2010
CANDM104433 1/9/2012
Lease NDM99116 8/1/2009
MNon-Federal N/A
Remark Taxt Serial Number: NOM- 10534)
v
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Agreements. Date

CANDM110534 6/1/2017

CA NDM102094 9/1/2010

CANDM104433 1/9/2012

Lease NDM39116 | 8172009

MNon-Federal NSA
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Land Classification for CA NDM110534 (W/OLAP)

Federal Land Classifit

i ] | OVERLAP INFO |

Tract# OLAP| Lease Number |  Acres

Allocation | Absolute Agreement No. |Acres Lease #

001 X 2840992800 24140 006377 0063776 NDM102094 157248
001 X '13&0991150 23321 0.061612 0.061612 Fed MIAU'ZSA([IQQIEDD
002 X 2840991160 15322 0.040480 0.040480  Fed 233.21"2840991160
o2 x 7840992800 26000 006890 0068690  ‘Fee 937.87
on3 2840991160 48000 0126812 0126812  “State 160.00
Federalland 1367837 0361370 0.361370 Total 157248
| Fee/State [combined] Land Classification OVERLAP INFO
Tract #| OLAP| Lease Number | Acres |Allocation | Absolute | | Agreement No. [Acres Leased |
‘Dﬂl X Fee/State 1097.87 0.290049 0.290043  NDM104433 1252.64
002 X FeelState 83942 0221763 02768  Fed 153.22 2840991160
003 Fee/State 000 0.000000 0.000000  Fed 260.00 2840992800
004 X Fee/State 48000 0.126812" 0126813 “Fee 400.00
005 Fee/State 000 0000000 0000000 ‘State 439.42
Total 241729 0638630 0.638630 Toal 125264
Grand Total ~ 3785.12 1.000000 1.000000
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Example for how to report royalties on production from

NDM110534

CA - NDM110534
Production Volumes

Allocation Schedule % 17855.00 Well #1 [ex e only)
OLAP NDM102094  0.415437 7417.63 Move to page NDM103094
OLAP NDM104433  0.330938 S908.90 Move to page NOMI04433
Lease 2840991160 0126812 2264.23 2014 Reporting
Non-Fed 0126813 _2264.24 No 2014 Reporting
TOTAL 1,000000 17855.00

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

This exampde follows the reporting of royalties from a single well. Royalties on production from
additional wells in CA MDM110534 would be reported in the same manner.

MNote: DOGOR stays with this CA.

Industry Compliance

Accurate Revenues & Data

Professionalism & Integrity




Example for royalties on ion from
NDM110534

CA - NDM110534

Producsion Vohimes.
75,00 Well #1 fir

326433 2014 g
1434 Ho
17855.00

CA - NDM102094

Allocation Schedule %

Lease 2840992800 0.153515
Lease 2840991160 0.148308
Fee 0.596427
State

Note: OGOR stays with CA NDM 110534
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15t CA NDM102094 in Overlap

Velumes

7417.63 from well it

1138.72 2014 Reporting

1100.10 2014 Reporting

4424.07 No 2014 Repo
754.74 No 2014 Reporting

7417.63

2014 reporting should be done based on the avertapped agreements allocations
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2nd CA NDM 104433 within Overlap

Example for royalties on ion from
NDM110534

CA-NDM110534

CA - NDM104433

Allacation Schadule *
Lease JB40991160 0122318
Lease 2840992800 0207562
Fee 0.319325
State 0.350795

TOTAL 1.000000

5908.90 from wedl ¥1

722.76 2014 Reporting
1226.46 2014 Reporting
188686 No 2014 Reporting
207282 No 2014 Reporting
5908.90

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

Note: DGOR stays with CA NDM1105.
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Production
Volumes for
Well #1
CA - NDM110534 17855 OGOR

Below is how the 2014 reporting would sctually take place after the
volumes kept moving for reporting purposes due to the overlaps.

CA - NDM110534  Lease 2840991160 2264.23 2014 Reporting
1\ Fed 226424
as28.47
CA - NDMIDZ2094  Lease 2840992800 1138.72 2014 Reporri
Lease 2840991160 1100.10 2014 Reparting
Fee 4424.07 No 2014 Reporting
state _ TSA.74 No 2014 Rep
7.63
CA - NDM104433  Lease 2840991160 T22.76 2014 Reporting
Lease 1840992800 1226.46 2014 Reparting
Fee 1B86.86 No 2014 Reporting
state _ 2072.82 No 2014 Aeport

TOTAL 590890

TOTAL 17855.00
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Agreements. | Date
(CANDM110534 D | 6/1/2017
CA NDM102094 | 9/1/2010
CANDM104433 | 1/9/2012
Lease NDM99116 | 8/1/2009
Non-Federal NfA
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How do | report on the
ONRR-201477?7
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But what about my lease??

* In example CA NDM110534 the company holds 100% interest:
100% in Lease 2840991160

 There is no lease basis well on this 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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CA-NDM110524

Production Volumes
Allocation Schedule % 17855.00 Well #1 {exampie anly)
OLAP NDM102094 0.415437 7417.63 Move to tob NOMI02094
OLAP NDM104433 0.330938 S908.90 Move to tob NOMIOG433
Lease 28401991160 0.126812 2264.23 2014 Reporting
Non-Fed 0126813 Na 2014 Reporting
TOTAL 1.000000

ey
ar Wk Price

et e o
o e . Ll v e Ve Momercel
17855 L 17855 X 126212 226423 X 1A (226423 X o - $11321141 X $14,151.43

Total Sales Volume x allocation % x MNOP x working interest % = Sales Volume

Sales Volume x price x royalty rate — allowances = Royalty Value
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2014 Reporting
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13417 56935877 sS00468° M1
Rayalty Value Prior to ABowances SR TLT T E M T I 1) as1725" 76853
Transporation Allowance Deduction
Processing Allowance Deduction =
ENCTAIII PR TR 14151.03° 7116980 6675580 4s17.28° 766539
£ ] 3 3 3 3

Payment Method Code
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Where do we get this information?

* Operator
 Land Department

* Oil and Gas Commissions

LR2000 — SRP
* BLM

* ONRR

Accurate Revenues & Data .

10



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.

31
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What does this mean?

When approving a new CA that overlaps 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.
33
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What % of Production will be reported on OGOR’s
for CANDM110543?

A. 24.82%
B. 3.13%
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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

35
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Which CA Approval Date will fall under North
Dakota’s new IM Policy regarding CA Overlaps?

A. June 14, 2019
B. August 1, 2016
C. July 5, 2018

36
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Contact Information:
Jessica Bowlen, 303-231-3202
jessica.bowlen@onrr.gov
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