
Industry Compliance Accurate Revenues & Data Professionalism & Integrity

ONRR’s  Mission

For the benefit of all Americans, 
ONRR collects, accounts for, and 

verifies natural resources and energy 
revenues due to States, American 

Indians, and the U.S. Treasury.
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Compliance Management’s  
Goals

o Provide reasonable assurance that company-reported royalty and 

production data is accurate

o Identify proactive methodologies (front-end edits) to prevent 

reporting errors

o Improve the quality of reported data prior to audit activities

o Ensure company compliance with lease terms, laws and regulations

o Uphold the Department’s Indian Trust responsibilities

o Support efforts to collect every dollar due
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Compliance Management
Indian Trust Statement

Our staff works diligently to ensure that 
Indian Mineral Owners receive the 

revenues they are entitled to per the 
lease terms and regulations.
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ONRR DATA ACCURACY EFFORTS

Up-Front System Edits

Data Mining

Missing Reports, Volume Comparisons, LVS/GVS, 

High Level Analyses of Sales Values, Royalty Values, 

Adjustments, etc.

1 Month

6-9 Months

2-3 Years

7 Years        
(Fed. oil & gas)

Compliance 

Reviews

Audits

Timeline
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What Compliance Management Does

Data Mining:
Conducts the first analysis of data that has passed ONRR’s reporting 
edits to provide reasonable assurance that company-reported 
royalty and production data is accurate

Compliance Reviews:
Ensures company compliance with lease terms, laws, and 
regulations by reviewing the components of the royalty equation to 
determine if they are correctly reported and paid
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Use guidelines, policies, and procedures designed 
to determine reasonableness of company-
reported royalty and production data.
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Data Mining

Performs the first 
analysis of data that 
has passed ONRR's 
reporting edits. 

Volume 
Comparison

Agreement 
Monitoring

Reporting 
Analysis Our goal is to clean-up 

reported data so 
subsequent program 
work, such as Audits and 
Compliance Reviews, 
can focus on true 
compliance issues, not 
bad reporting.
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• Detects missing Form ONRR-2014s.

• Identifies and resolves high-volume 
discrepancies between OGOR (Oil and 
Gas Operations Report) reported sales 
volumes and 2014 reported sales 
volumes.

• Identifies and resolves lease and 
agreement misreporting.
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Data Mining

Volume Comparison 
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Data Mining

• Reviews all new and 
revised 
communitization
agreements (CA).

• Verifies that all leases 
in the CA are receiving 
the correct amount of 
royalties based on the 
allocation schedule 
contained in the terms 
of the CA.

What is a CA?  
• A federal agreement created to 

accommodate state spacing 
requirements.  

• Merges several leases into a single area 
to allow drilling of horizontal or 
directional wells that are unable to be 
contained in a single lease.

• Helps recover the most minerals with the 
least amount of environmental and 
reservoir impact..

• All leases in the CA share an allocated 
percentage of the royalties based on how 
much acreage each lease contributes to 
the CA.
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Agreement Monitoring
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Data Mining

• Net Negative – Analyzes net negatives 
at the property/sales month/product 
code level to ensure proper reporting 
and payment.  

• Processed Gas – Analyzes processed 
gas (PC03) reported without Natural 
Gas Liquids (PC07).  

• Ad Hoc Reviews – Analyzes emerging 
reporting issues to ensure compliance.
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Reporting Analysis
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Compliance Reviews
• Ensure all components of the royalty equation 

(volume, value, royalty rate, allowances,) are 
correctly reported and paid

• Compare elements of the royalty equation to an 
expected value to determine if variances exist

• Allow for quick resolution of errors

• Provide reasonable assurance that all or part of the 
royalty equation is paid and reported correctly
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Royalty Equation (Due) =
Volume x Unit Value X Royalty Rate - Allowances
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Compliance Reviews 
Volume
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Producers 
report volumes 
produced and 

sold

Payors report  
volume and 

value of 
products sold
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Compliance Reviews  
Value
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Value for royalty purposes

Gas Plant or Oil 

Purchase Statements

Market Data -

“Market and Spatial Analytics” 
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Compliance Reviews 
Royalty Rate

14

• Fixed Rate

• Step Scale

• Sliding Scale (Onshore)

• Economic Incentive 
(DWRRA)
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How Are Compliance Reviews (CRs) 
Different from Audits?

Audits

Have a higher standard of verification in the form of 
evidence from company source documents and records 
resulting in certainty

Longer, formal process

CRs

Provide reasonable assurance that all or part of the royalty 
equation is paid and reported correctly

Typically a shorter process (7 months or less)
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Data Request

• Up to 30 Day Due Date
• Reasonable extensions 
• Failure to respond = Notice

of Noncompliance (NONC)
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Preliminary Determination
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Preliminary Determination

eCommerce
Access

Addressee of 
Record 

ONRR-4444
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Preliminary Determination
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Preliminary Determination

• 30 Day Due Date is 
generally given 
but not 
guaranteed

• Reasonable 
extensions 
considered 

• Missed due dates 
= Order
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Orders and Notices of Non-Compliance
• Orders will be issued if a Data Request or 

Preliminary Determination is not responded to by 
due date.

• Extensions cannot be granted on Orders

• Appeal rights apply

• Failure to respond to an Order will result in a Notice 
of Non-Compliance

• Extensions cannot be granted on NONCs
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Order

Case specific 
explanation

Due date
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Order

Adjustment 
guidelines

eCommerce and ONRR- 4444 
guidance

Appeal language
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Case Closed Notification

Case specific information

“…the properties and time 
periods covered by this case 

may be subject to future 
review and audit.”

Records retention guidelines
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Hot Topic:  Pending Agreements

• ONRR cannot accept royalties on an unapproved 
agreement.

• Until an agreement is approved, royalties on 
Federal/Indian wells must be reported as lease basis.

• When the agreement is approved, adjustments must be 
made to both the OGOR and 2014 retroactive to the 
agreement effective date.
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➢Expand the review of payors and properties for 
additional compliance assurance

➢Commit to streamlining compliance activities

➢Work across ONRR to support Business Process 
Reengineering

➢Implement GAO recommendations for ONRR’s 
Compliance Programs

Future Goals and Activities
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Questions
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