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Agenda

= Lease/Agreement basics

= Standard Leases vs Non Standard Leases

= Actual production (Lease level reporting) vs Allocated
production (Agreement level reporting)

= Trust Responsibility

= Offshore Lease Responsibilities
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‘ Reference and Reporting Management
(RRM)

ESTABLISH AND MAINTAIN LEASE AND
AGREEMENT DATABASE FILES

IDENTIFY AND RESOLVE REPORTING AND
DATABASE INCONSISTENCIES

SUPPORT PROMPT AND ACCURATE
DISTRIBUTION OF ROYALTIES
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Life of a Lease

Federal Federal

Onshore Offshore Indian
Lease Issued &
Bonus Collected BLM BOEM BIA
1st Year Rent
Cillei?;d en BLM BOEM BIA

+ Sub t Rent

Subsequent Ren ONRR ONRR BIA
1st Producti
Notice Issued BLM BOEM BLM
Producing L
Royalty Reporting ONRR ONRR ONRR
Lease Expiration BLM BOEM BIA
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Terminable/Nonterminable

= Terminable Leases
— not held by actual or allocated production
and not located within a producing agreement.
— automatically terminate for non—payment
of rentals

= Nonterminable Leases

Federal leases — held by actual or allocated production
or located within a producing agreement

Indian Leases— held by actual production
Offshore Leases— held by actual production
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Payor (Customer)

* The party that agrees to remit the rent or
royalty payment and report the royalty due from

the sale of mineral products
* PAYORS MAY INCLUDE:

* LESSEES

* OPERATORS

* PURCHASERS

* INTEREST OWNERS
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Lease Level Report &
Payments

¢ Described by the terms of the lease

INCLUDES:

Rent: Indian v. Federal
Minimum Royalty

Well Fees

Gas Storage Agreement Fees
Expiration Terms (Indian)
Royalty Rate
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Lease Level Report &
Payments

* Rentis:

’ Amount per Acre

¢ May be recoupable

¢ Due on or before Anniversary date of
Lease

¢ Paid using on On-line Rental or Form ONRR-2014
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Minimum Royalty

¢ Amount per Acre

¢ Royalties count toward fulfilling
obligation

¢ Due on or before last day of lease
year
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Rent and Minimum Royalty — Federal

* Federal lease in rental status from Anniversary Date
until: it receives actual or allocated production
Indian rentals will be paid to BIA prior to production, at which
point payments will be made to ONRR once producing
*Federal/ Indian leases will be in a minimum royalty status if:
* the lease contains a lease basis well
* the entire lease is within a Participating Area
* the lease is committed to a Sec. Rec. Unit
* the lease is committed to a CA
* Federal Leases will be in a split rent/min royalty status when:
* part of the acres are within a PA and the
acreage outside of the PA has no production from
any other source
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5/9/2019

Industry Compliance ~ ® Accurate Revenues and Data  Professionalism & Integrity

Questions

Federal lease rentals include all of the following excepts:

A. Terms on amount per arce

B. Due on or before anniversary date of the lease

C. Based on state spacing requirements

D. Paid using e-commerce or with Form ONRR-2014
s/
L
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Lease Number Conversion

» ONRR Converts the Alpha—Numeric Agency Assigned Lease
Number into a 10-Digit Lease Number

BLM/BIA/BOEM ONRR Converted
Assigned Number
Number
WYWO0308789 Il> 0483087890 (Onshore)
WYW96584 |.> 0490965840 (Onshore)
0CS-G27591 .> 0540275910 (Offshore)
14-20-H62-6510 B3 5090065100 indian)
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Communitization
Agreement

Q Onshore/Indian leases only

0 Result of State/Tribe spacing requirements

Q Usually based on 1 formation but can be more
with horizontal drilling

0 Allocation schedule based on surface acreage
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ONRR Establishment of
Agreements

v ONRR receives and maintains all allocations
schedules of approved agreements

v Reporting is compared to allocations established in
ONRR systems

v Companies cannot report on agreement until
approval from BIA/BLM is received.

v Reporting must be adjusted back to effective date of
CA, PA or PA revision.
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Questions

ONRR establishes Communitization Agreements in the ONRR financial
system in all of these circumstances except:

A. ONRR receives and maintains all allocations
schedules of approved agreements

B. Reporting is compared to allocations established in
ONRR systems

C. Companies can report on agreement basis until
approval from BLM is received

D. Reporting must be adjusted back to effective date of
CA, PA, or PA revision
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Questions

Communitization Agreements benefits include all of the following
except:

A. Limits the number and location of wells in a spacing
area

B. Based on state spacing unit requirements
C. Involves a least two federal or Indian leases

D. Formation specific
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Communitization Agreement Number
Conversion

ONRR Converts the Alpha—Numeric Agency Assigned Agreement
Number into a 9-Digit Agreement Number for new CA’s. Older
CA’ s will have a 10 digit number.

OKNM75212 =3 NM__ 75212

»
WYW157376 W__157376

=

MTM69248 6910001440
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Unit Agreement Number
Conversion

ONRR Converts the Alpha—Numeric Agency Assigned Agreement
Number into a 10-Digit Agreement Number

Bull Frog Exploratory Unit
Sundance PA

WYW109444A Il) 8910160390
Sun Dog Unit PA “A”
WYW152954A Il) W__152954A

Packsaddle Secondary Recovery Unit

WYW153461X |.> W__153461X
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Cross Reference Listings

Leases

» Active Leases - Sorted by State and Agency

ease Number [ (TSR]
Agreements
* Active Agreements - sorted by State and Agreement Name [ [ESISSERESE]
* Active Agreements - sorted by State and Agency Agreement Number [ [EEREEERTEY
* C e Lease to Ag Numbers
Sorted by Agreement Name (2 [EENETTET
Sorted by Agreement Number [ (SRR
Sorted by Lease Number 3

* Downloadable Text Cross-Reference Lease to Agreement Number [EEIFRERITY

» http://www.onrr.gov/ReportPay/CrossRef.htm
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Reporting Application

X,

Click “Pub CR Serial
Register Page’.

Accurate Revenues & Data

BLM Agreement Info

]

e kvt st o

Pus CR Seria Rearster Pace (LR2000 Pusuic RerosTs )

Please Choose Which Critera You Would Like to Filber On

Select “New Format
Serial Entry.”

Industry Compliance
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Pun 3t Semia RIGIFTER Fags (LRF000 Pusiio Ao Select "GEO STATE”
Phease Set the Limits You Would Like 1o Filter On from drop-down menu.

W T st BRI

Select “LAND OFFICE" from
» = drop-down menu.

T AT T T
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ETMENT OF TIE DNTERIOH s
F LAND MANAGEMEN

T o Reparting Application ==
4, AL j;‘t.. =T
| ” i :5

Pus CR Seatat ReaisTon Pact ()
Please Set the Limits You Would Like to Filter On
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BLM Agreement Info

» http://www.blm.gov/Ir2000/
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How can | Learn more about BSEE?

Industry Compliance = Accurate Revenues and Data » Professionalism & Integrity
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Well Reporting
Requirements

» Per 30 CFR 1210.102

— If you operate a Federal or Indian onshore or OCS oil and gas lease or federally
approved unit or communization agreement that contains one or more wells
that are not permanently plugged or abandoned, you must submit Form —
ONRR-4054, ONRR-4058, and ONRR-2014

» OGOR A lists all wells that are not permanently plugged and abandoned,
including leases with workover, production and/or shut-in wells

» Examples of Reportable well status — DSI, GIW, WIW, WDW, WSW, MW,
POW, GLO, PLO, PGW, OSl, GSI, TA

» Wells may be reported on the ONRR-2014 but are not required with the
following exceptions:
— Southern Ute Tribe requires wells to be listed on the ONRR-2014
— List wells when there is a need to differentiate identical royalty lines
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Basic Well Information

Us

» Every Well has a unique, permanent APl well
number (12 Digit) and a completion
code/producing interval (3 character
alpha/numeric)

» APl well numbers are assigned to each
wellbore by BSEE or BLM

» Standard APl well number structure

Sicetrack (3T) |  Completion
o wellbors | codelproducing
Seate Cownty | Sequence (e Intarval

"

] ] E x99
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Basic Well Information

Continued

» The producing interval completes the well number for
reporting purposes

» Letter of the code is assigned based on the number of tubing
strings in the wellbore that are capable of producing

Borchele X
Single 5
Dhual n
Triple T
Quaduple 0
Quintuple v
Allocated A {onshore only)
i ed ©  (onshore only)
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Basic Well Information

Continued

i

e
ﬁ

S

» Onshore — 2-digit code relates to a specific reservoir or
producing configuration and is assigned sequentially
beginning with 01 followed by 02, 03 etc.

» Offshore — cases are addressed by reserving and using block
of producing interval codes for well completion identification

purposes
Producing
interval code | Reservad for:

0119 All “routine™ prodecisg completons not mehded in any of the
follawang gron

239 Al compl Iving the comhined production of wmit and
mom-unit hydrocarbons in a single tubing string.

4159 Al completions that “esoss lease lines.”

6179 Al “cagacity” completions. A capacity completion is defined
s a completion with fwo or more tubing sirings producing or
capabli of produsiag from the same rescrvoss,

Bl Unassigned
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Single Completion

Comphamunde S0

» One tubing string

» Production from one zone —
Zone A

» Production will report to one
lease or agreement

» Once well is ABD or P+A, no

/ reporting is required

» Royalty will be reported at
lease basis or per allocation

- schedule if well included in an

— agreement

Industry Compliance  ® Accurate Revenues and Data ® Professionalism & Integrity
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Basic Commingled
Completion

» One tubing string
> » One completion in each zones A and B
» Must have approval to commingle
downhole
» Completion codes in this instance are SO1
and S02

Production for Zone A and Zone B may or

may not report to different leases or

agreements

» Production reporting is required on both
completions; if one completion is ABD the
other completion must still be reported.
Reporting is completed when both
completions are ABD or P+A.

» Royalty will be reported at lease basis or

per allocation schedule if well included in

an agreement
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ST

Basic Dual Completion

4

One wellbore with two tubing strings

Zone A will report using D01

Zone B will report using D02

» Production may report to different
leases or agreements

» Production reporting is required on
both completions; if one completion
is ABD the other completion must still
be reported. Reporting is completed
when both completions are ABD or
P+A.

» Royalty will be reported at lease basis

or per allocation schedule if well

completion(s) included in an

agreement
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Recompleting a well

» 1% completion—Zone A » 2" completion - Zone B »  3rd completion - Zone C
> Completion Code is SO1 » Completion Code is S02 » Completion Code is SO3
> Production reports to » Zone Ais squeezed and is » Zone Ais squeezed and
Zone A lease or reported as ABD reported as ABD
agreement »  Production reports to Zone » Zone Bis squeezed and
B lease or agreement reported as ABD

» Production reports to Zone
C lease or agreement

A

Industry Compliance  ® Accurate Revenues and Data ® Professionalism & Integrity
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Sidetrack Well

Well prior to Sidetrack Sidetrack well
> Two tubing strings > ZonesAand B in original wellbore
> Two completions in three zones squeezed off
> APl number 177174000000 > Well sidetracks and completed in new
—  Zone A Wellbore code is 00 & . zones X
producing Interval code is D01 » Two completions in three zones
~ Zone B Wellbore code is 00 and > APInumber 177174000001

producing interval code is D02 ~ Zone C Wellbore code is 01 &
producing Interval code is D01

o010 ~ Zone D Wellbore code is 01 and
E ] producing interval code is D02

> Note: Becausea
sidetrack creates
unique API well number,
all completions are
assigned new producing
interval codes

o independent of the
e original wellbore.
“T > oncewelltur
% sidetrack, we
: 00 must be rep.>—21 on
et the OGOR as status 16
4 —
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Horizontal Well

.
e

One completion in Zone A

Tubing String is S01

Production will report to one lease or agreement

Once well is ABD or P+A, no reporting is required

Royalty will be reported at lease basis or per allocation schedule if well included in an agreement

]

ARt LuRRR L]

=
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Horizontal Well

Scenario when CA or PA is pending

» Federal Land — contains a horizontal well drilled on Federal land and is part
of a pending CA or PA
— Prior to CA or PA approval, 100% of production reports to the Federal lease
— Prior to CA or PA approval, 100% of royalties are paid to the Federal lease

v

Fee Land w/Federal Land — contains a horizontal well drilled on fee land,
the horizontal leg crosses through Federal land, and the well is part of a
pending CA or PA

— Prior to CA or PA approval, consult with BLM

Fee Land w/No Federal Land - contains a horizontal well drilled on fee
land, the horizontal leg does not pass through Federal land, and the well is
part of a pending CA or PA

— Prior to CA or PA, consult with BLM

Industry Compliance  ® Accurate Revenues and Data ® Professionalism & Integrity
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Actual —vs— Allocated Production

@ Actual - Lease Basis Production

¢ Royalties based on 100% of production

¢ Includes any and all wells located on a lease that
are not committed to a pooling agreement.

Indian Lease
1420-15-43A

¢ Multiple lease basis wells on
a lease with the same royalty ron
rate can be reported together ?
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Reporting Royalties on
Lease Basis Production

ONRR needs BLM/BOEM approval document to put the
lease in a producing status.

Has proper notification been sent to the managing
agency, i.e. BLM or BOEM?

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity
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Reporting Royalties on Lease Basis Production

Lease Basis well —
100% federal interest

750 barrels oil sold in April 2017

Indian Lease Sales Volume = 750
1420-15-43A

‘

“

5/9/2019

Industry Compliance ~ ® Accurate Revenues and Data  Professionalism & Integrity

Reporting Royalties on Lease Basis Production

5 6 7 10](11 12 13]14] |15
ONRR SALES VOLUME
RESERVED FOR
- PREPARER' S USE LEASE NUMBER 2 w {Mcf/bbl/gal/long ton)
8 m - |8 ] k8
s |8 9 5 g £ |o | S
z ONRR H 3 13 3 %3 ROYALTY VALUE
¢ APIWELL NUMBER AGREEMENT NUMBER | § & s = 32
E g 2 : |28 3§
g £ £ |E8| 28

SALES
SALES
MO/YR

PRIOR TO ALLOWANCES
$

CODE
CODE

Lease Basis
1 Example p18 1001543 A 750 00
01|ARMS 042017 01

100% x 750 bbls sold =

7
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Actual vs Allocated
Production

® Allocated production used for Agreements

“*Royalties based on an allocated % of
production

¢+ Communitization Agreements
¢+ Unit Participating Areas

+ Secondary Recovery Units

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity
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When do you start Reporting
Royalties on Agreements

Wells located on Indian lands should be reported on a
lease basis until the CA or PA is approved by the
BIA/BLM

ONRR needs the approved allocation schedule from
BIA/BLM to establish the agreement in our system.
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Reporting on
&&_ Communitization Agreements

Common Reporsing Estors

v'Missing Agreement number when reporting
royalties on production from an agreement.

v Incorrect Allocation to leases
v'Entire volume of production from the

agreement reported as the sales volume
on the 2014.

v'Agreement production reported on one
lease when there are several leases
receiving an allocation.

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity
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Reporting Royalties based on a Communitization
Agreement’ s Allocation Schedule

CA
W-112112

)

Federal Lease Dakota Participating
WYW12943A Area 891-001234-C

s2
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Reporting Royalties based on a Communitization
Agreement’ s Allocation Schedule

CA — o
W-112112 k 320 Acre Communitization
% Agreement
- H 0,
& <+ Lease WYW12943A receives a 50%

allocation from the CA

500 barrels oil sold April 2014

Sales volume =500 x .50 = 250

53
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Reporting Royalties based on a Communitization
Agreement’ s Allocation Schedule

[5] [l [7] tofft1] 2] [13[re] 15
RESERVED FOR oNRR SALES VOLUME
o PREPARER'S USE LEASE NUMBER o (Mo/bbl/gal/lon ton)
g w - |2 | &8
g 8 s 2289
=1 API WELL NUMBER AGREEMENT NUMBER g § EH % § 3 E § F] i PRIOR TO AsLLowANcEs
CA
Example 049 1012943 A 250 00
01 |ARMS 042014 01
W 112112

50% allocation x 500 bbls sold

B
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Questions

What are some common errors found when reporting Communitization
Agreements to ONRR:

A. Missing agreement numbers
B. Incorrect allocations to the leases

C. Agreement production reported on one lease when
there are several leases receiving an allocation

D. All this above

Accurate Revenues & Data Professionalism & Integrity
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ONRR Trust Responsibility

Four agencies in the Department of the Interior share responsibility for
the truse managensent and protection of Indian mineral interes

Accurate Revenues & Data [
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Indian Leases/Agreements

» Indian leases are those leases owned by any
individual Indian or Alaska Native, Indian tribe,
band, nation, pueblo, community, rancheria,
colony, or other tribal group.

» These persons or individuals own lands or
interest in the minerals, and title to these rights is
either held in trust or subject to restriction
against alienation by the United States.
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ONRR receives “approval” to enter t
producing status from the Lease Batcl
week by the ONRR’ s offshore analyst.

Has proper notification been sent to the
agency, i.e. BOEM or BSEE?
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»>Wells located on federal offshore bl
reported on a lease basis until the Ur
approved by the BSEE.

> ONRR needs the approved allocation :
BSEE to establish the agreement in o

Industry Compliance
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Federal Lease
0CS-G 31005
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ONRR SALES VOLUME
LEASE NUMBER (Mcf/bbl/gal/long ton)

RESERVED FOR

PREPARER'S USE

8]

ONRR
APIWELL NUMBER AGREEMENT NUMBER

ROYALTY VALUE
PRIOR TO ALLOWANCES
$

&
8
E
3
2
H
5

TRANSACTION

COoDE
ADJUSTMENT

SALES
MO/YR
(MM/CCYY)
REASON CODE

Lease Basis
Example 0310050

42014 01
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of a Lease types:

« 1. Expiration- lessee allows lease to e
BOEM needed.

2. Relinquishment- lessee notifies BOE \
* 3. Termination- lease terminates by op:

BOEM/BSEE will make this decision.

il
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_Summary

= Lease/Agreement basics

= Standard Leases vs Non Standard Leases

= Actual production (Lease level reporting) vs Allocated
production (Agreement level reporting)

= Trust Responsibility

= Offshore Lease Responsibilities
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