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2. Nokota Compnny, Lnka Snknknwan. 
P-SMDP, North Dnkotn: Induatrlal wnlar 
narvlca conlrncl: up to l a m  ncro.faolol 
wnlnr rnnunlly: FR nollca publlrhad 
Mny S. las~ Vol. 41, Pa e 16w?2. 

3. Fort Shnw ID, Sun k v a r  Pro/acl, 
Montnna: RAD lonn rapaymanl conlrncl; 
up 10 $1.5 mllllon. 
4. ID‘r nnd rlmllnr wnlar usar antlllos: 

hmandnlory rapnpmanl and wnlor 
sarvlco conlrnch: purporo ir to conform 
l o  Iha Rcdnmntlon Raform Act of lAA1 
(Pub. 1, R7-293). 

5. Onho Unlt. N M B P .  South Dnkotn: 
Cancellalion of mnster contract and 
pnrt icipatlq and aacurlly conlrncln In 
nccordnnca wlth Pub, L. 87-273 wlth 
South Dnkotn Donrd of WnIer rnd  
Nalurnl Rasourcos nnd Splnk Counly 
nnd Wen1 Bmwn lrrignllon Districts, 
6. Owl  Cmok ID. Owl  Croak Unit. P- 

ShfDP, Wyom!nR: hmandntory walar 
aarvlca contrnct lo  mnaci wntcr aupyly 
banofits bolng rocolved from Anchor 
Ranarvolr. 

7. Almann ID No. 5, Almann Unll, 1 - 
SMDP. Knnenr: Dafarmant of rapnymanl 
obl i~ i i l ion for 1W 
R. P u ~ n l o l r e  Rlvar Wator 

Conaarvnncy Dls~rict, Trinidad Pmjacl, 
Colorndo: hmondntorj mpnymant 
conlrncl for axtonsion of tha 
davalopmant parlod nnd ravlslon of tha 
rapn man1 datnrminnllon malhodolow. 

0, gorn b o k  ID nnd h r l  hkhno l .  
Clondo Unit, P-SMBP, Wyomlng, nnd 
Ncbrnskn: lrrigntion contracts. 

io. Wobster ID No. 4, Webstar Unit, 
W W ,  K-nrar: lrrigallon wnlor 
narvlca and mpn man1 conlracl 

roducad walar rupply, Sg7uIjlO 
outstanding. 

11. Green Mountain Ranarvolr, 
Colorado-Big Thompson Proloct: 
Proposed conlrncl nagotlnllons tor enla 
of wn lw fmm the mrrka~nble yield to 
wntar u ran  within the Colorado Rivar 
drnlnnga of waatarn Colorado. 
12. Rucdl Rasarvolr. Frylqpan. 

Arknnrai Prolucl. Colorndo: Socond 
round of proporad contract ne \InIlona 

capncity of Ruodl Resorvoir. 

Conrervanq Dlrtdct Centrnl Colornde 
Wntar bnsewancy  MsMct, and tho 
Colorndo Wntor Rotourcar and Powar 
Devoloprnant Authority, N a r r o w  Unll, 
hSMBP,  Colorado: Water rarvlce 
conkrctr for repymont of mrtr and 
m a t  r h n r i q  a 
14. KIrwln 1!%z:?klnvln Unit, P- 

SMDP, Kanrar: Defennent of repaymenl 
obllftatron for 1 W  
1b K l M n  ID Na 1. #Imh Unit, P- 

SMDP. Kanrrr: Irrigation water rervlca 
and repayment contract and Emergency 
Dmmht Act loan contract amendment 

s-0’14989 OO)2(Q2~UUt.-86-I~2?:IS, 

nmondmanl 10 r K ]unt paymonl due to 

fnr anla of writer Imm the ragu r ntory 

13, Lowor South Platle Walor 

to adlurt pnymanls duo to raducad 
wrlar ru ply, S80&?,31 oulnlrndlnp. 
18. Cosnr Uluff ID No. 8, Codar Diu!f 

Unit, P-ShlDP, Kantet: Dafarmenl of 
Fspayment ob11 atlon tor 1883 and 1 W .  
17, Wabntor I\ No, 4, Wabstar Unit, 

W M B P ,  Knnsas: Datarrnnnl of 
rapnymant utllgn\lon for 1 W .  

18. Frylwpnn-hrknnrnr Projacl, 
Colorado: Ens1 Slop0 Storago ayalam 
conrialing of Puablo. Twin Lnkaa, nnd 
Turquolso Rararvoir: Contrnct 
nagotlaliona for Iamporery and low- 
torm itorcda and axchnnga conlrnctn. 
19. Northern Colorado Water 

Coniorvnncy Dlrtrlcl, Colorndo-Blg 
Thompaon Project, Colorndo: Cost 
rharlng of modlncntlon of Hornatoath 
Resorvolr Damr. 

20. Fnrwell lrrlgallon Dlalrlcl, 
Nabrnrkn: DhMC conlrncl for \ha 
corroction of dralnqa and raap nran on 

21- ”mlcct, A mcna Irrigation Dlslrlcl No. 5. 
r\lmann Unit, W D P ,  Knnsnn: 
lrrlgallon wntar iervlca nnd rnpnymonl 
contract nmandmant l o  adjust pnymanl 
due to roducad water supply, $370,090 
oulr lnndiq. 
22. Cadnr Bluff Irrigntion Dlslrlcl No, 

6, Cednr Bluff Unll, N M B P ,  Kanann: 
Irrigation water sarvlco and ropoymcnt 
conlrncl nmandmant l o  ndjual pnymanta 
duo to mducod wntar supply, SOaI.Oi8 
o u t r l n n d i ~ .  
23. Twin Loupa IrrigRtIon Dlatrlcr, 

Pick-Slonn Missouri Basin Program: 
Amand mpnymant contrnct to lncfudo 
lncraarad prolact conrlrucllon cor1 and 
adjui l  paymantr to tull current payman1 
cn nclly. 

8pportunlt[ for public parllclpallon 
and m i p t  o commentr on contrnct 
proposrlr wl l l  be facllllntsd by 
adheronce IO tho following procodurcs: 

(I) Only panoni nulhorlxod lo  nct on 
behnlt o i  tha contrrctltq entltlar mny 
nqp l ln ls  tho lermr and condltlonn of  n 
rpaclflc contract propoanl. 
(2) hdvtince notice of maallngs or 

hearings will ba furnirhed to thore 
parllar Ihat hate made I llmoly wrlltan 
requart for ruch notice l o  the 
approprinre mglonal or project oMca of 
tho Duranii of Reclamallon, 

(3) All wrttton mrpondrnm 
rqardlq p m y d  m t n c t r  will ba 
made avri nb e to the mnerrl public 
punuant to the tarmr and procad\rms of 
the Freedom of Informnllon Act (80 Stnt, 
W), 18 nmendrd. 

(4) Writton cornrnonlr on proporad 
contract or contract action muct ha 
rubrnitted to thr ap mpriate B m a u  of 
Rdrmatlon oflld$ a\ locatbnr and 
within time ltanlta 8et forth In thr 
cdvanm public notha. 

teatimony pnarn t rd  at any public 
(I) All written commenlr mcelved and 

hac::rlga wl l l  ba ravlowad nnd 
iummnrlxad by tho npproptlnla roglonlil 
office for uno by the conlrncl npproving 
enlharlty, 

contrnch mny bo obtnlnad from tlw 
nppropriata Ra lonnl Dlraclor or 1119 

hucoma nvnllnblo for ravlow t i n t i  
comnanl, 

(7) ln \he ovirnt modlllciitlons t i i v  

meda In tho form of pnnporotl ct,n t rill I 
tho nppmprlnla RaglonHl Dlraclor \hull 
dotarmino whathor ropubllcntlon o f  tliv 
nollco and/or oxlonslon of tho m-dii) 
commant pariod l e  nacaeanry. 

Facton whlch shall ba conslderrtl III 
mnklng ruch n dolarminntlon ahnll 
Includo, but nra not Ilmltad lo: ( I )  thc  
slgnlficance of the Impncls(s1 of thv 
modlflcntion and (11) tho public tntorwt 
whlch hna boon axpmaacrl ovur Ihr 
course of tho nagollatlons. h a  n 
mlnlmum, tho Reglonnl Dlroclor shrill 
furnlrh mvlsad contracla l o  nl l  pnrlIo3 
who raquartod the conlrncl In rtvpon*o 
lo  Iha lnltld public nollco. 

c (klr Duvrll, 
Commisdonrr of Reelomatton. 
[FR Doc. 8618730 Filed 7-24-M. 0 45 n m ]  
UUlllQ cooc U l ~  

(a) Copier o l  rpeclnc pmposatl 

danlgnnlod pub t I C  conlrncl ns lhoy 

Dated: July 21. laeh 

-_-__ 
M i n r n l r  Manrgrrnrnt Service 

Fvoc8durer for D.t*mlnlng Natural 

AOINCV: Mlnornlr Mnnngomant Scrvlca 
(MMS), Inlottor. 
A m  Nollm of Modlflcnllon l o  Notlca 
to brreet3, 

W Y Y A R R  The Minarnln Mnnngrrnrnl 
Sarvlca (MMS) In mod l fy lq  Notlco to 
lnt raer and Oporrton of Fndornl nnd 
lndlnn Onshoro Oil and Cns Lnnrra 
(NTU) whlch pmacriben tho 
procodumr l o  be usod l o  dotormine Ihr 
value of natural gna productlon for 
royalty purporar, 
K m  DATC hugusl 1 . 1 M  
FOR W R l W t R  INFORYAllON CONTACT: 

OII V b h  tor R O V m  h t p o 8 0 8  

Dennlr Whitcomb, tahphons: (Xnl 231 - 
3cum)- 
I U W U M W T A I I Y  ImOCIYATtOH: Thr 
pr indpr l  authon of \his Noticc irro john 
Prim and Scot1 6lllr. 
1. Ekdyround 

On j r n u a y  3,lOW MMS published 
for comment in the F d d  Rapliter n 
“Notin O t  Pmpoicd Modlncnllon IO 

Notlm to Leueea4” [W) ($1 FR 
880). The MMS pmpoted to modify 
Nlt-6 “IO provide mom nexlbl\Ity In 
v a l u i q  lor royalty purporer natural Ras 

F4 X)3.FMT..,,[ 16,301 ... 4-1!j-86 
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produced from onbhore Fedelal and 
Indian leases." The proposed changes to 
NTL-5 were to pormil MMS ts value 
nioJt nntural gns by u s h g  the full range 
of its authority under the royalty 
valuation regulations In 30 CFR rather 
thun under the more restrictive 
provisions of N T W .  Comments were to 
I N  postmurkod no later than February 3, 
I%%: howcvcr, MMS granted an 
c!xtcnsioii o f  h e  for filing comments to 
h1iirc:h 3, 1980 (51 FR 4542). 

hlh-1S's principal proposed 
iiioclificri tions nffected two substentive 
prcivisions of NTM: tho 
"ihletermination of Royalty Values" 
iind "Effective Dates" parts of Sections I 
iind I I .  Section 1.B. was proposed to be 
niodificd to allow h4MS :o redetermine a 
l i irsc vrtluc determined pursuant to NTL- 
5 by using any method permitted by the 
rogulutions governing gas valuation (e.g., 
30 CFR 200.103 and 25 CFR 211.13). 
Uiscration would bo used in 
rcdclcrrnining the value a s  
circumstances warranted. However, 
most of  the existing provisions of NTL-5 
would remain in cffcct. The PuipOOO of 
this proposed niodillcotion was to allow 
MMS the flexibility to ensure that the 
vnlue for royalty purposes reflected 
current n, srket conditions. MMS stated 
i t  wns considering an on allornative 
niriking the modification to Section I.B. 
cficctive as of Mnrch 1,1984, and 
comments were specifically requested 
n s  to whether the modification nltould 
Iic rctronctivc nnd to what date. 

MMS proposed that the adjustments 
l o  base values authorized by the 
modification to NTM would not be 
iiutonintic. Under tho principal proposvd 
inodificntion of N T U ,  lasnees would 
continue to be governed by the 
provisions cf N'TL-5 until MMS 
ripproved r i ~  ndjuated base value lo 
r (I fl c c t cu rrc n t ni a rkc t condi t I  o n n . 
Modi ficri t i onn to "Elfect ive Da t os" in 
Section I.C. were proposed in a manner 
so n s  to nirikc any modified base values 
r!tfc!ctive on the dnte market conditions 
w ii r r  ii ii I c d ri re d e t e rm i n n t ion. 

MMS r i l ~ o  roqrroated romments on 
wlic!thcr, us an alternative. NTL-5 
should be rcscindod in part, or in its 
cntircty. if NTGS were rescinded, 
\,iiluiition would be bnscd solely upon 
11ic rcgulnlions in 25 CFR and 30 CFR. 
I i k n  ~ h c  modification proposal, 
rescinding NTGS would give MMS 
flnsibility in dealing with changing 
intirkat conditions. 
11. Suinniary of Provisions Adopted 

prospectively so that valuation of most 
g i i ~  production from onshore Federal 
rind Indian lands will be determined in 
uccordance wlth the valuation 

MMS is amending NTL-S 

regulations in 30 CFR Part 208. The 
existing provisions of NTL5 will be 
retained for sales from wells which were 
producing prior 10 luna I, 1977, and 
which are subject to an arm's-length 
entered into prior to that date. These 
provlalons are in rectlons 1.A.1. and 
II.A.1. of NTW. The provisions of NTG 
5 In sections I.A.2. and II.A.2., which 
apply to all other gas salea, are 
amended to provide that such 
production will be valued in accordance 
with the gas valuation regulations in 30 
CFR Part 200. Also, section VI of NTL-5, 
which applies to gas disposed of without 
sale, (such as  vented or flared gas) I s  
amended to piovlde for valuation 
purausnl to 30 CFR Part 208. The 
provieions of NTL-6 which pertain lo 
such matters as quality adjustment, 
measurement siandards and point of 
royalty computatlon also are retained. 
Gross proceeds will continue to be the 
basis for determining a minimum royalty 
value. Also, to the extent any specific 
provisions of a lease prescribed gas 
valugtion standards and are 
inconsistent with regulallons in 30 CFR, 
the lease provisions would govern. 

MMS is amending NTL-5 to refer only 
to the regulations in 30 CFR, and not the 
regulations in 25 CFR, when Indian 
londa are involved. Thla is consistent 
with M M S ' s  practice and the Indian 
leases which specifically incorporate the 
rcgulations in 30 CFR. Also, the 
rcgulations in 25 CFR and 30 CFR are 
not inconsistcnl. The regulatory 
provisions of 25 CFR ~ l s o  are included 
in most Indian oil and gas leases, hence 
the provisions will be considered by 
MMS in m y  vnlue doterminntion. 
Moreover, the Rt;reau of llidian Affairs 
has proposed to remove gas vsluation 
regulations from 25 CFR and rely 
excluslvely cpon regulatlons In 30 CFR 
(48 FR 31878. July 12,1983). Flnal rules 
arc expected to be issued soon. 

The practical effect of the change to 
N T W  in  to rescind prospectively the 
linsic valuation provisions of that Notico 
for nll  as production on onshore 
Federa! and Indian lands with the 
limited exception of productlon from 
wells with arm's-length contracts prior 
to June 1,1977. Thus, the vast majority 
of production will be valued In 
nccordance with the provlslons of 30 
CFR 208.103, whlch gives MMS 
flexibility in responding to market 
changes, rather than the provlslons of 
N T U  which nre applled infloxibly 
rcgordless of market changoa. .4s 
explained in the preamble to the Notice 
of Proposed Modification to NTU, 
NTW waa adopted because of the 
increaaing value of natural gas. Market 
conditions no longer am predictable; 

therefore, more flexibility in valuation is 
necessary. 

"pursuant to the authority prescribed In 
the Oil and Cas Operating Regulations, 
30 CFR 221 [now, in part, 30 CFR 
208.103] (42 FR 72610, May 4,1977). Any 
valuation method required by NTL-5 
consequently I s  sulhorlzed by 30 CFR 
208.103. Hence, wlth the chango to NTlr 
5 adopted today, MMS n a y  use the 
same valuation criter!a which were in 
NTM, but ales may consider other 
reasonable valuation crlterlo as 
permitted by 30 CFR 206.103 or other 
applicable sections In 30 CFR Part 200, 
Subpart C. The change to N T L 5  does 
not limit MMS's aulhority, i t  broadens 
MMS's discrotion to consider allcrnntivc 
valuation crit.xia. M M S  is not adopting 
Rny speciflc valuation method, such as  
nrm's-length contract prices, i o  replace 
the removed provlslons. The pnrticulnr 
valuation method to be applied will 
depend upon the circumstances. 
although arm's-length contract prices, in 
many Instances, will be the value. To 
further a9slsl all parties, either 
interested In or affected by this 
amendment to NTL-5, MMS will 
conduct an informational outreach 
progrom which will include letters to 
poyora advising them of the changes lo 
NTL-5 and the transition to valuation 
under the regiilations at 30 CFR 200. 
Stntes, tribos, and industry will also bc! 
notified as port of  the informational 
program. 

MMS is retaining the provisions of 
NTW which npply to sales from wells 
which were producing prior to June 1, 
1977, and which are subject to an arm's- 
length contract entered into prior to Ihn l  
dote. Under NTG5 section I.A.1. ond 
II.A.i., the base value for such sales is 
goncrally the hi hac of the contract prlca 

rcdctermination provisions of sections 
LE. and 1I.B. will remain in effect and 
could result in a higher base value. 

MMS i n  relaining the above two 
provisions of NTGS for several reasons. 
When NTL5 was originally adopted in 
1877, it was  the Department's intent to 
recognize contract price as value for the 
particular class of sales. MMS believes 
that I t  would Le inequitable to rescind 
these provlslona and posalbly sublect 
such sales to dgniflcantly Increased 
royalty values, Moreover, many of tho 
salos undc- these contracts remaln 
under price controls pursuant lo the 
Natural Cas  Policy Act of lei8 (NGPA). 
These regulated prices are often fixed 
hy the terms of the contracts. Thorefore, 
the contract price in most instances will 
be the royalty value for thie class of 

NTLJ was issued, by its terms, 

or a minimum o t 10 par mcf. The 

S-074999 0033(02~2~UL-8~16~27~l8) 
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bales even in the absence of the NTM 
provisions, 
MMS i a  making tho change to NTM 

effectlva prospocllvaly. MMS 
specificnlly requostad comment on 
whether c h a g e s  to NIW rhould bo 
ratroactiua and moat comnronta 
nddtossad this issue, somo 
recommending retroactive chnngo and 
othars only prospective chnqo.  
Responses to specific comments rm 
discussod balow, but MhiS concludad 
that them a m  severnl rensons not to 
make changas to Nrt5 mtmactive. 
First, MMS has boon onforci NTM 
through ita nudit nctivlties Rn Y aonw 
pnyors voluntarily have boon pnying 
roynltios in nccordance with its 
pmvisions. tiowaver, other pryors hnva 
not pnid mynlty In nccordnnm with Ihn 
roquironients of NTL-S. If MMS were lo 
rescind or modify hT1-5 rotronctively, 
inconsistent roynlty anforcamont could 
occur. Bocnusa \ha charago Is  
prospoclivo, MhlS will enforce tho 
provisions of N T U  ns originally 
adoptad until tha offactin date of :his 
Noticn of hlodificatlon. Second, ktXIS's 
roynlty vnlue rogulations affect millions 
of dollars of royalties each month. 
Lessees and other pnyon must be nble 
to rely on tho epplication of existing 
wgulntiona without concarn nbout ii 
retronctiva chnnge months Inter which 
could hayo significant oconomic 
consequences. D C C ~ U S Q  lassoes nnd 
othar pnyors must comply strictly with 
MMS's roynlty vnluntion rulus, i t  is 
concomilnnt upon MMS to ensure that 
its rules credible and can be relied upon 
until chnngod proapactivoly. 

N"G5 as  amondod by thls Notice 
rofors lo nll of 30 CFR Part 200, not ~ U R I  
2W.103. Thus, wet gns wiil be valued in 
accordonce with tho provisions of 
200.105 nnd 200.100 nnd othor provisions 
in Part 200, as  npplicnble. 

l h e  product value regulat!ons in 30 
CFR are currently being revised ond 
MMS will roposo spocific valuntion 
critorln to e o  npplied in dlffnrent 
circumetnncas. When adopted, those 
rulos will replocc NTL-5 as  amended by 
this Notice. See 51 FR 4507 (February 5,  
1086). 
111. Response to Commenta Rocolvod an 
the Notice of Proposed Modification 

The notice of proposed modificntion 
to NTM WRI published in tho Fndoral 
Rogistor on onuary 9,1980 (61 FR 200). 

which ended on February 3,1988. The 
wrnrnent period was subsaguently 
extended to March S,lB(M (61 FR 4542). 
highly-five commonta were received ond 
were considered In preparing this final 
modification. 

I t  provided I or a public comment period 

Of the 85 Individual comments on the 
propoaal to modify NTts, six either 
Fsquoited addltional time to common1 
on tha proposal or raquastad n copy of 
MMS's response to apeciflc commonls 
and did not address the lruo of N T I . 4  
modlRcntion. The Mmaindor of tho 
communts worn divldad into tho thraa 
majorissue groups. 

(a) ShoirldSections LA ond If.& 
'%&terntination of Royalty \'aahres," 
be mod$kd to give MMS added 
flexibility in the determination of 

(1) A total of 28 Msponsos wore 
ncalvod mgnrdlng the advisablllty of 
modifying those sections of NTM. 
F i f h n  commentan felt stmn&v thnt 
MZJ should be modified, 1 lowovar, 
tho modincntlon l a ~ u n g e  pmposod by 
MMS did not necessarily raflact thair 
position. The commontors sqgas led  that 
NTL-:, bo modifiod "to not mcmd f n i r  
markit vn\uo," or "h mlloct nrarkut 
condltlona," or " to  nccopl pmcends 
receivod under arm's-length contrncta." 
These Ihme phrasos were usod 
intorchnngoably by tho commontors tind 
roflact thoir view that MMS should not 
retain n discretionary nuthori'y to 
establish value. Tho commenters 
thought h4MS should provide n dogme of 
certninty in ostablishlng royally viiluc so 
lessees rould enter into long-term 
contrncts certain of thier mynlty 
obllgntion. 

lloxibility in regard to royalty vnluntion 
Imposes some uncertainty of royalty 
obligations for the lessee. Althowh a 
prodotornilnod method of myally 
voluation is proforred by both losseoa 
and MMS, MMS has determined that 
reference the to existing r u l e s  in 30 CFR 
200.103 i a  prefernble until new, 
comprehensive product valuation riilcn 
are adopod. Procoeds under a conlrnct 
are one cf the valuation criteria which 
MMS mny considor undor 30 CFR 
200.103. 
(2) One of the 15 commentors 

suggested thnt the best way to achieve 
the NTW mc Jificntion and to alleviote 
lessee concerns wna to issue the naw 
gas valuntlon regulations as soon as  
possiblo. The regulntlons this 
commenter preferred would reflect tho 
acceptnncn of gmss proceeds accruiiv 
undor nrm's-le th contrncts ns 

royalty \ Q l U C t  

MMS ngrees with the respondents thnt 

dotorminiillve Y o value. 
M M S  recognizes that the Issuance of 

new Ras valuatlon regulations would 
alleviate the disparity of valuation 
undor NTM, Howovor, until such rulrs 
are adoptod, this Rnal modltlcation l o  
the NTW valuation method pmvidas 
tor valuation under c u m n t  regulatlons 

that are more responsive to market 
condi Ilona. 

(3) Elght commenton preferred thnt 
NTM be resclndod and that, i f  nol 
reaclnded, MMS should amend NTl .4  to 
a m  t groat procoada under n r m k  

Indicative of value lor roynlty purposns. 
These commenters s estcd thi\ t  
Sections 1.R and U.k% clnrifind iir 
modified to ntflect the lntnnt th;it v: \ I \ i i \  

dotormined by MMS will not cxcccd 
fairmarket value. Ono of tho thrcc 
commentom suggested thnt if nmc.ndiiy 
Soctlons I.& and IIJI, should row 

than MMS should rely sololy on 25 C F H  
and 90 CFR to determino vnlun. 
Tho atdoptad final modification 

effectively msdnds  most of rU7'14-!!'s 
specific vnluntion mquircrn.cnt and 
bnses value in sections 1.B. nnti 11.0. i n  
nccordanca with existing ragulntions i n  

(4) A total of 15 commonls woro  
received concerning the worklond 
requirements of MMS's proposed Nfl,-.? 
modificntion. Nina commontars boliovo 
that any modification to NTM would 
be too burdensome for the lesscc nnd for 
AlXl'S. One of the nine commcntcrs 
stated h a t  the data colleclion 
roquimmonts would bo prohibitive for I\ 

modified NTW to work properly. 
Another of the nine commenters 
explained that a value In somo 
instances, ruch RI for deroguletcd p s .  
was impossible to determine bccnusc 
there are no published price, volunic 
Informakion Ia  not readily acccssiblc. 
and companies a m  prohibited froni 
exchanglngprlce deta. I t  was stntcd 1ti f i t  
all of thoso doficloncios ndd up to hito 
pnyments by lessees and the nssevrirc!iit 
of late chnrges on royalties due lo htAlS. 
One commonlor su~goslod Ihnl thc 
Roynlty Vnlualion nnd Stnntlnrds 
Dlvislan (RVSD] of MMS should {IC\ \ u  
reduce workload with or without 11 

modificntion to N T L s . I t  w i s  s n R S c s t d  
that any now chnnge to NTI,! wo\\I(i 
cause an extrome hnrdship on RVSII  
that would ultimnlely result In MLlS's 
acceptance of whntevcr royolty is 
reported. 

requirements of the existing NTLs with 
the more flexible valuntion critcriri i n  :IO 
CFR 208,103 will ntrult in nn incrriisui 
workload for M M B  Tho uffuct or 
initiating the changes to NTL-!i on I I  
prospective basis only allovlatcs 11 p c n t  
deal of this concern, MhiS continues to 
seak a method of gas valuation thnt is 
less man ower intansivo nnd wil l  

changes to the product value 
regulations. 

loNt R contracts or fairmarkat vtilun ns 

contrary ta the lnwa and rapu P ~ t h n s .  

cm, 

Replacing the mechanicnl 

address t R ia lrrsue in the fortlrconring 
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(5) Six commeriters believe that, in 
addition to the overly burdensome 
mquiroments of a change to NTW, the 
current Fodcral Energy Regulatory 
Commission (FER) regulatory proposals 
would cause even more confusion and 
burden to tho valuation process. FERC 
conlinucs to dcrcgulate certain gas  and 
contimes to modify Orders 438 and 43& 
A to accommodate currant gas price 
trends. FERC also is preparing to 
propose new rates for NGPA Sections 
10.1 rind 106 gas. All six of thcsc 
conimentcrs agrce that using an NGPA 
cciling price to determine gas royalty 
W I U O  docs not establish fair-markot 
vnlua of tho gas. The commenters added 
thnt the original intont of NTW was 
thnl gas prices were "controlled" by thn 
Fcdcral Power Commission (FPC) a\  
cstnbliahcd area rates. It was statcd that 
the old controllcd ratcs under FPC are 
not synonymous with the ceiling rates 
cstablished by FERC under the NGPA. 

Thrce of tho rospondents comrncnted 
on thc apparent contradiction between 
MMS gas valuatiorl policies and FERC 
pricing policics. One commenter thought 
that beceusc producors of nntural gas 
from Federal tlnd lndian leases must 
make salcs into a regulated market, 
MMS should coordinate its valuation 
proposals nnd directives with the FERC/ 
DOE. Another commentor pointed out 
lhot FERC ceiling prices under the 
NGPA should not be substituted for FPC 
rntcs when NTW calls for royalties to 
bc paid on values which he cannot 
obtain. 

MMS's valuation policies are no1 
controlled by the same statutes and 
have different goals and legislative 
mandates to satisfy. At a time of rapidly 
rising gas prices, when FERC- 
establishing ceiling prices were being 
received by Icssees. i t  was reasonable 
for MMS to tic its vnluation 
rnclhodology lo these prices. MMS is not 
rind has nevcr been rcquired to follow 
FERC policics whcn determining royalty 
values. MMS must maintain its 
ninndotcd responRibilities to the public 
rind to the lndian tribes and tlllotteee. 

related to the payment of royalty on 
v ~ l u e s  considered In excess of fair- 
ninrket value. The commentera agreed, 
in  genwal. that such a demand was 
confiscatory and in violation of the 
Mineral Leasing Act of February 25,1920 
(30 U.S.C. 181, el sep.), the lease terms, 
nnd the Fifth Amendment to the US. 
Constitution. One commenter stressed 
that royalties demanded under NTLS 
may be Invalid because of the decision8 
in Gulf Oil Company v. Andrus. 480 F. 
Supp. 15 (C.D. Calif. 1978), and 

The FERClDOE pricing policies and 

( 0 )  There were a total of 16 commants 

Mamlhon Oil Company v. Andrus, 452 
F. Supp. 548 (D. Wyo. 1978). One 
commenter 8tressed t h R t  the Mineral 
L e a s i q  Act only requires royalty to be 
based on a rensonable market value and 
that any royally demand in excess of 
what the c o r n e n t e r  considered 
reasonable market value ignored arm's- 
length contract value and, thorefore. 
w a s  confiscatory. Also, It was stated 
that the Federal Government has  
violated the due process rights of the 
lessee. T w o  commantars slatad thnt 
demanding royalties on values in cxcess 
of a reasonable fairmarkel value was a 
flngrant abuse of the Director's 
discrotion to determine value for royalty 
purposes, As such, the demand is an 
arbitrary and capricious standard which 
results in the arbitrary confiscation of 
monies belonging to the lessee. One 
commenter stated that a demand for 
excessive royalties I s  unlawful and 
unsatisfactory becausr: i t  is a departura 
from prior agency prar.tice. One 
coninienter also bclieves that. in 
addition to the foregoing, a dcmnnd 
based on modified NTW standards 
would be unlawful because the demand 
is based on exposi facto (US. Const., 
Art. 1. 9, C1. 3) rules. 

The legality of NTGS and the 
establishment of royalty value is w e l l  
documented. The Secretary of tho 
Interior has  considerable discretion to 
establish royalty value. Value 
detcrminetions under 30 CFR will reflect 
chnnging market forces in the exercise 
of tho Secretary's authority. Thc 
provpective nature of the final nolice 
will avoid legal concerns associated 
with retroactive changes in rules. 
(7) At least 14 commenters point out 

that MMS has advised industry since 
1983 that new gas valuation regulntiorls 
and guidelines would establish "gross 
proceeds" received under a negotiated 
arm's-length contract a8 the p:opcr 
valuation standard fur calculating 
royalties, Believing that the new 
vnluation procJdures would soon be 
published and that MMS had alrendy 
adopted those procedures. industry 
begnn calculating and paying royalties 
accordingly. Part of this belief resulted 
from meetings held by MMS in 1063 and 
from a letter dated August 4,1983, from 
the Associate Director for Royalty 
Management to Phillips Petroleum 
Company, indicating that gross prnceeds 
received under a n  arm's-length contract 
wus the proper basis for computing 
royalties. One commenter pointed to a n  
apparent M M S  commitment to the gross 
proceeds valuation concept from t h  
publication of a notice in the January 18, 
1984, Federal Reginter which stated that 
MMS will accept arm'r-length prices a s  

the value basis for royalty purposes. 
Commenfers argue that NTL-5 is 
inconsistent with the implied valuation 
policy of MpvrS to base royalties on gross 
proceeds received under arm's-length 
contracts. They point out that bccnuse 
MMS has given conflicting vnluntion 
instructions and statements omr  the 
past few years, largely bocausc no 
formal guldellnes were issucd, n 
considerRble amount of confusion exists 
in the industry regarding valuation 
procedures. In general, these 
commenters argue that rcvcnuo rcccivcd 
under an arm's-length contract is the 
only fair and equitable method of 
computing royalties. 

Three commenters pointed out thnt 
the original valuation provisions of 
NTW, a s  well as  the proposcd revision, 
are Inconsistent with valuntion 
instructions given in MMS's Payor 
Handbook, particularly with rcspcct to 
the so-called "three method 
calculation." Noting this, the 
commenters concludcd that vnliinlion 
practices were not uniform within MMS 
and that this created confusion for the 
payora. One of the commenters also 
noted that basing royaltics on lhc 
maximum NGPA price wns ncvcr 
provided for In the Payorffandbook. 

The adoption of this final Notice will 
help to allevlcte the concerns expressed 
In regard to confusing and conflicting 
valuation guidance. MMS hopcs to 
completely alleviate these problems 
with the publication of new vnluntion 
regulation, which, in turn, will be used 
to create new Instructions for tho P o p r  
Handbook. If any lessees hnve pnid 
royalties a! values less than rcqujrcd by 
NTG5, M M S  will take uction to obtain 
the additional royalties due pliis 
applicable interest, penalties, nnd [or] 
assessments. 

equal treatment of Federal onshore. 
offshore, and Indian tribal and allotted 
Icsses for royalty valuation purposes. 
All nine commenters stated that. for 
valuation purposes, all leases should be 
treated equally by basing royalties on 
proceeds recelved by the lcssecs when 
they represent fair-market value. One 
commenter advised that this type of 
equal treatment follows the 
recommendations of the Linowes 
Commission in its Report on Fiscal 
Accountability of the Nation's Energy 
Resources (19821. Two commentcrs 
belleve diat royalty valuation should 
distinguish between Federal and Indian 
leases because many Indian leases 
contain special language in the royalty 
provisions. Also, the recent decision in 
~icorilla Apache Tribe v. Supmn. - 
F.2d- (10th Clr. lase), Is an indication 

(8) Nine commenters responded to the 
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of the need for differing valuation on 
Federal and Indian onshore leases. One 
commenter stated that the Federal lease 
requires fair royalty based upon a 
reasonable value but that MMS must 
maximize royalties on Indian lands 
rather than merely accept proceeds 
based on spot sales, Special Marketing 
Programs (SMP), or trade negotiations. 
Several parts of KI'L-1 and NTW were 
addressed by one commenter a s  needing 
change. The commenter stated that 
standards should be developed under 
NTL-1 to address both non-arm's-length 
contract situatlons and non:e ulated gas 

further define arm's-length transactions. 
clarify part II.B.2., ar.3. address 
intrnstate sales tr: a greater degree. 

MMS's now valuntion ragulatiohs will 
address the issue of a single standard or 
dual stnndnrd for royalty valuation for 
Federal and Indian lands. This issue will 
receive considerable attention by the 
Royalty Management Advisory 
Committee, comprised of industry, State, 
and Indian representatives, in its review 
of royalty valuation regulations. In tho 
mantime,  MMS will make value 
determinations under NTW as 
amended in this Notice with due regard 
to its responsibilities to the Indians. 

(9) Three commenters recommended 
that any proposed change to NTW 
andlor any subsequent revisions in 
valuation policy should be considered 
by the Royalty Management Advisory 
Committee (RMAC). A fourth 
commenter suggested that any present 
action with respect to modificaticn of 
present valuation policy is premature 
owing to the function of the RMAC 
(termed in the letter a s  the "National 
Advisory Committee") to review and 
guide Federal royalty valuation. A fifth 
cominent echoed this objection in view 
of Dol's present effort to revise the 
valuation regulations. 

M M S  agrees that RMAC review 
would be helpful, but the time 
constraints imposed by the immediacy 
of the NTL-5 valuation problem require 
that changes to NTGS must progess a s  
rapidly aa possible. 

modification ofSections I.B., I.C.. I1.B.. 
and 11 C., should MMS rescind N T W  in 
its entirety or in part? 

(1) A total of 41 commenters suggested 
that NTLd be rescinded either entirely 
or in part. These were 22 comments that 
indicated the MMS's NTLS proposal is 
unnecessary. The opinion of 10 
commenterr that the proposal I a  
unnecessary because there is adequate 
authority to mcrely overrule NTW and 
use proceeds received from arm's-length 
negotiated ~ R I  contracts as acceptable 
for royalty valuation purposes. T w o  of 

situations. For NTL-S, MMS s a ould 

(b) As an alternative to the 

the 10 commenters believe that 25 CF'R 
and 30 CFR currently contain sufficient 
authority to use prices in arm's-length 
nsgotiated gas contracts a s  acceptable 
value for royalty purposes. One of the 10 
commenters suggested that 25 CFR and 
30 CFR need revision to cap royalty 
valuation at the price received under 
arm's-length negotiated gas contracts. 
One commenter of tile 10 advised that 
MMS did not have to adhere to NTtS. 
Another comrnenter of the ten proposed 
that value should be  the price 
determined by both arm's-length and 
non-arm's-length contracts. One of tho 
10 commenters suggested that If MMS 
was  not satisfied with the price received 
under arm's-length contracts, it should 
take its gas in-kind, 

Eisht respondents thought that any 
revlsion or rescission of NTW was 
unnecessary if NTL-5 is to be 
superseded by the Issuance of new 
product valualion rogulations. These 
respondent4 assumed that the gas 
valuatlon regulations would call for the 
acceptance of proceeds under arm's- 
length contracts. Four of the eight 
respondents believed that, as  a stopgap 
measure. MMS should accept proceeds 
received under arm's-length gas 
contracts until the proposed gas 
valuation regulations are Issued. One of 
these four commenters believes that 
generic regulations will not suffice and 
M M S  should not wait on the new 
proposed gas valuation regulatlons. 
Another of the four commenters 
proposed. in addition to the acceptance 
of proceeds received by the lessee a s  
valuation for royalty purposes, that in 
situations where gas is used without 
sale M M S  must value the gas. No 
indication was given a8 to what 
valuation guiuelines MMS should use. 
Onc of the four commenters believes 
that MMS, through its history of 
valuation action, has created a "rule of 
property" by accepting proceeds from 
arm's-length gas contracts for royalty 
purposes. 

NTL-5 was origlnally promulgated 
after notice and opportunity for 
comment. MMS Is required to comply 
with Its ternis until it Is changed through 
another rulemaking. Because MMS has 
delermined not to make the change 
retroactive, NTWI as originally adopted 
will be enforced until the change 
adopted in thls Notice becomes 
effective. The change to NTL-5 is 
necessary because the new product 
value regulations, which will complete:: 
replace NTLJ, wiII not be promulgr t c  :, 
in final form until 1987. 

The reissue of valuation regulations at 
30 CFR 200 (August 1983) '.I!; not 
supersede valuation r-qL-'Pementa under 
NTGS. The regulations were placed at  

part 200 as  a niatter of instituting 
Secretarial Order 3087 which directed 
that the authority for product valuation 
matters be placed under MMS. The 
various product valuation regulations 
were simply recodified In this pur! of the 
Code of Federal Regulations. 
(21 Nine commenters suggested thnt 

NTW be reaclnded but offcrcd no 
further guldance to MMS as to how. or 
under what authority, gas vnluation 
would take place. One of the nine 
commenters who suggested that NTL-5 
be  rescinded said that a modification of 
NTM would adversely affect vnluntion 
under the NTL. Further, the commcntcr 
believes that MMS will abdicnte its 
authority and responsibility to obtain 
fairmarket value I f  NTG5 i:: chnngcd in 
any way. Eight commenters prefcrrcd 
that NTGS be rescinded, but in lieu of 
that action, that NTW should be 
modifled in various ways. 

Six commentera suggested thnt NTL-5 
be rescinded and the new gas vciluntion 
regulations be issued as  promptly a s  
possible. Most of these commenleis 
assumed the new gas valuation 
regulations would adopt nrm's-length 
negofiafed gas contract prices a s  the 
standard for valuation. 

Six other commenters preferred that 
N T W  be rescinded, and In lieu thereof, 
that MMS adopt the arm's-length 
negotiated gas contract price a s  the 
acceptable standard for royalty 
valuation. One commenter thought that 
no royalties should be due on take-or- 
pay monies received by the lessee. 

As explained in the Summnry of 
Provisions Adopted section of this 
notice, MMS is in effect rescinding N T L  
5 for most onshore gas production and 
returning to the basic valuation 
provision in 30 CFR 200.103. Any 
valuation required by NTL-5 as 
originally adopted likewise is nuthorizcd 
by 30 CFR 206.103. Hence, the changc 
adopted by this Notlce does not diminsh 
MMS'r authority. The principal chnngc 
is that prospectively MMS will be nblc 
to consider more than one option do 
determine value based on mnrkot 
conditions. Thus, onshore valuation will 
be accomplished similarly to offshore 
gas valuation pursuant to 30 CFR 
200.150. 

(3) One respondent thinks thnt M X l S ' s  
NTJ -< Groposal is unnecessnry 1wct,1isc 
t',t sacrehry  has (and always hritl] the 
croard d l s a  tion to take into account 
varlous parac.:etera In defermining gas 
valuation on  a case-by-case basis. In 
this regard, any OM particular low or 
regulation [e.g., NTL--fi) may be of 
secondary importance to the value issue 
a t  hand. 
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NTW was adopted after notice in the 
Federal Register and opportunity for 
comment. I t  is bindln upon the agoncy. 
MMS does not have t i e  discretion to 
ignore its provisions in any particular 
situntion unless it can be datermined 
Ilia1 N T M  docs not apply. 

(41 E'iltoon commonlers rospondod to 
the oritdotad philosophy of NTW and 
its t\pplication to a gas market that no 
loygcr oxists. The gas market for which 
N1 1,5 was developed was  controlled by 
W C  by requiring interstate gas suppliers 
to cidhcre to an aroa rate maximum 
pricing phi1osop)iy. The unequal 
troiitniont of intc rstato sales vorsus 
intrastiito solat created a serious 
produLt velue diffferential. Congress 
bnlnncod tho intrastate and interstotc 
ninrkcts and tho problem creatad by the 
rnpidly changing gas morkot by passing 
tho Natural Cas  Policy Act (NGPA) of 
1978. Two commenters feel that. by this 
riction, Congrcss offect1vl:ly modo NTL- 
5 inoparntive because 1 1   as tied to the 
old FPC pricinR philosophy that was 
supcrseded by tho NGPA. Six 
comnionters stated that because of the 
rapidly changing gas market: 

FERC prices are not relevunt to fair- 
morkct value; 

MMS should recognize reduced 
murkct-out prices and the prices in 
Specinl Markcling Programs (SMPs) 
which arc reflections of the IW's  gos 
marke I ;  

FERC continues to deregulate and 
rcstructure NCPA pricing categories and 
create new regulations in response to 
the 1900's gas market: 

MMS should nccept the price 
realized by producers or take i t s  share 
in-kind and experience the market 
tetllities: and 

The current gas market is R 
producer's dilemma. 

MMS egrees that NTGS as  originally 
adopted is not sufficiently flexible to be 
an effective calculation method in 
today's gas market. That is why MMS 
proposed to amend or rescind i t .  This 
nrodification provides the nrxibility 
i i cccssq '  to slleviate concern3 
rcgitrdiq valuation under NTW. but 
thc market is tho only fix for demand of 
H product e t  a prica sufficient IO juatify 
its cxtraction and use. 
(5) Because NTG5 was issued when 

giis pricing was under FPC regulation 
(and during a time when gas prices were 
cscalating). ten commenters pointed out 
that N"L-5 was inconsistent with the 
provisions of the NGPA and, therefore, 
was obsolete with passage of the NGPA. 
Three problem areas were primarily 
addressod: 

( i )  NTW does not recognize the 
economic realtty of establishing gas 
values under NGPA. NTW was 

adopted under FPC (pre-NGPA) 
regulatory control of interstate gas; EPC 
rates were gonerally established to 
provldo adequate returns (profits) for 
the sale of interstate gas and to diminish 
the diecrepanclea between Interstate 
and intrastate markets. Under FERC 
(post NGPA), the concept waa to pormlt 
gas prices to escalate to encourage more 
exploration and development. The 
NCPA EISO bmught intrastate gas under 
regulatory control. Thus, the FPC pricing 
and FERC pricing are to cross purposes 
and one cannot be substituted for the 
other a s  proposed in NTW. 

[ii) Estoblishiq royal1 valuoe on the 

odds with some of the basic objectives 
of NGPA. One commentor stated his 
feelings as  follows: 

forth by NCPA glvea validity to the culling 
pricea only to the extent that they are 
excuedod \iy the pricea allowed undor thn 
contrnct, NCPA Section l- l(b)(Q) mnndntos  
that no niiixlmurn prlco will auporaada or 
nulliry 11s tosser price established by tho 
contract Further evidence or this respoc! for 
contract winctity la domonatrated by FEHC 
Order 2 0 4 .  which intorpmta the opornlion of 
indofinite price oacalator or 'aren rnla' 
clauson under NCPA. Dnaed on FERC's study 
of Congrossional intont, the Order clarified 
that these contractual provisions author izc 
collactlon of the applicablo NCPA coiling 
rotos only to the extunt the parties intondod 
that they do 80. 

Because ceiling prices are not market 
prices. the commenters arguod that  i t  is 
basically unfair to base royalties on 
maxinium lawful prices when the 
producers cannot obtain these prices 
under contract. 

Lconomic reality when valuing 
unreguleted/deregulated gas, because 
the value of this gas in a field is based 
on the majority "base floor price" of gas 
produced from the field. Again, the 
commentera think that baaing royalties 
on such prices is not fair to those 
producers who can only roceivo prices, 
under contract, that arc leas than tho 
computer "base" price. 

MMS agrees that a more flexible 
valuation rule is desirable because of 
changes to the gas market. Thua, in this 
notice, MMS I s  significantly amonding 
N"L-5 to provide more flexibility in 
valuation 

(6) Four commenters exproseed 
concern that the valuation provisions of 
NTU am unfair to small producers 
who cannot negotiate sales contracts 
under the same conditions that a largo 
company can, expecially because that 
NTGS is expecially oneroua on them 
because the royalty valuos will nzt 
necessarily reflect market value ( I . ( * . ,  
actual sale proceeds) and because they 

basts of maximum lawfu T prices is ~t 

Tho concopl of maximum lawful pricing nal 

(iii) NTW is even more at odds with 
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have no leverage to negotiate higher 
prices or adjustments to reflect changing 
market conditions. One commenter even 
indicated that his company was 
threatened with shut-ins or pormnnont 
disconnects if it did not agree to reduco 
prices, and that the reducod prices wcro 
accepted only ns a last rosort to 
maintain production, 

There is nothing in the gas mnrkot to 
s u e s t  the unequal treatment of lnrge 
versus small producers. I t  I s  a fact tfiet 
many large producers will not venture 
into remote and/or small production 
fields for fiscal reasons. Many 
independent and/or small producors 
choose to oporate in thoso arcos thnt 
have competitive disndvantapes 
inherent with the small/remo!o 
characteristics. The Federal Government 
does not force these situations on 
lessees, but rather they are conditions 
that, for the most part, are known up 
front. The adopted final modification 
wlll lake lnlo account the oxprcssed 
relevant concers of small and large 
producers alike. 

(c) If Sections LE. and 11.19 ore 
modified or rescinded, should SCC~J 'OII  
I.C. and II.C. omended to make chnrigcs 
in Section I.B. an II.B effective 
refruactivify? 

whether any change to NTW should be 
retroactive. Nineteen commenters stated 
that NTW ehould be rescinded and that 
E policy of accepting arm's-length 
contract proceeds as  the value for 
royalty purposes be adopted. Ten of rhc 
19 respondents thought that NTG5 
should be rescinded to some date i n  
1982. " J year Identified by a mnjority of  
commenters as  the time when the gns 
market and gas sales controcts shilled 
from price increases to price decreases 
("merketing-out"). A apccific date 
remains questionable. However, i t  
appears that the first market-out 
contract clause to be invoked occurred 
on or about May 1,1802. Five of thc Ifl 
commentera though that 1970 \vi is tho 
proper date lor retoactivo rescission oi 
NTW. The commenters wcrc in 
agreement that the NTL should h o w  
terminated with the effectiva dote of the 
Natural Gas Policy Act (NGPA) on 
December I, 1978 One of the 19 
commentera though that NTW should 
be rescinded entirely or back to May 1. 
1977, because NTGS never addressed 
the valuation of gas properly and should 
not have overshadowed the reguletion 
at  Titles 25 and 30 of the Code of 
Federal Regulations (CFR]. Four 
respondenti of the 19 did not specify a 
date to which NTW should be 
retroactively rescinded but suggested 

(1) Thoro wore 59 commcnts on 
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that NTLS in any particular case be 
retroactive to: 

The date the producor negotiated 
lower prices in any arm's-length 
situation: 

0 Any open audit poriods: 
Achieve a fair result; or 
To cover extreme hardship cases 

but not later than March 1,1984. 
Eighteen commenters thought that 

N T U  should be modified retroactive to 
various dates. Seven of the 18 
corrmonters felt that modifications to 
NTW should be retroactive to some 
date In 1983. Most of these comrnenters 
believe the date established should 
coincide with the lessee's lowered gns 
p r h s  under negotiated arm's-length 
contracts. Six of the 18 respondenls 
suggosted that NTW should be 
modified retroactive to the individual 
dotes that gas contracts were oither 
marketed-out or rencgollated to a lower 
price. Three of the 18 respondents 
though that NTLS modifications should 
bo rotroactive to some dnte in 1982. 
Three other respondents of the 18 
commenters though the earliest possible 
dnte for retroactive rhanges to NTU is 
the proper date. One respondent each, 
of the 18 comrnenters, chose effective 
dotes of 1977,1978, and 1984 as  the 
preferred date that changes to NTG5 
should become retroactive. Again, the 
1977 dale coincides with the issuance of 
NTG5 (May 1,19771, the 1976 date 
coincides with the effective dale of the 
NGPA (December 1,1978). and the 1984 
date is the dale suggested by MMS 
[March 1,1984) in the Federal Register 
notice of January 3.1988. 

modification of NTLS to become 
retroactive. Nine of the 14 commenters 
do not want the modifications to NTM 
to be retroactive because they receive 
allocated revenues based on oil and gas 
production. Thc commenters believe 
that any retroactive change would 
seriously diminish their present and 
future reven'Jre budgeting. 

Two o f  the 14 commentem argued that 
any change to NTL5 cannot be 
retractive because it would be illegal to 
do so. The commentera retaxed to 
Continental Oil Company v. US..  184 F. 
2d 802 (9th Cir. 19W), a s  supporting their 
position. T w o  other commenten of tho 
14 marely strensed that retroactivity was 
absurd or could not be done because it 
would affect the credibility of all NTL'e 
and value determinations made by 
MMS. One of the 14 commenten 
advised that any changes to "IG5 must 
be  prospective only. The commentem 
warned that any retroactive effective 
date of NTM modifications mRy be 
unconstitutional and a breach of MMS's 
Indian trust responsibility. 

Fourteen respondents do not want any 

MMS has decided not to make the 
change to NTLS retroactive. NTL-5 a s  
orlglnally adopted will be effective and 
enforced until the effective date of the 
change in this Notice. MMS's reason8 
for not making the change retroactive 
are discussed above in the Summary of 
Provisions Adopted section of this 
notice. In additional to those reasons, it 
is evident from the comments that there 
was  not a single, widespread occurrence 
which is definable and would clearly 
establish a dale for retroactive change. 
Changes in the gas market were gradual 
and MMS took action to modify the rule 
when i t  became evident that more 
flexibility in valuation was necessary 
for the long term. Although certain 
inequities may rasult from enforcomcnt 
of NTL-5, this is a necessary 
cansequance of any valuation rule 
which applies to over 20,oOO producing 
oil and gas leases, motit with mulliple 
sellin8 arrangements. 
IV. Procedural Malten 
Executive Order la291 and Ihe 
Regulatory Flexibility Act 

The Department of the Interior has 
determinod that this document Is not a 
major rule under E.O. 12291 and certifies 
that this document will not havc 
significant economic effect on a 
substantial number of small entities 
under the Regulatory Flexibility Act (5 
U.S.C. 801 et seq.). The net effect of this 
rule will rasult in some reduclion in 
royally revenues but is not expected to 
be significant. Thcrefore, a regulatory 
impact analysis is not required. 
Papenvork Reduction Act of 1960 

collection requirements which require 
approval by the Office of Management 
and Budget under 44 U.S.C. 3501 et seq. 

Nulionol Envimnrnentul Policy Act of 
1969 

It is hereby determind that this rule 
does not constitute a major Federal 
actior. slgnlficanlly affecting the quality 
of the human environment and that no 
detailed statement pursuant to section 
102[2)(C) of the National Environmental 
Policy Act of 1969 (42 U.S.C. 4332[2)[C]) 
is required. 
AdminisLwD've hocedure Act 

comments received that the application 
of NTlr5 is causing certain Inequities. 
Therefom. MMS has determined that 
pursuant to 5 U.S,C. W ( d ) ,  there is good 
cause to make this rule effective as soon 
an possible. This modification to NTW 
will be effective the first day of the 
month following the date of publication 

This rule does not contain Informotion 

MMS has concluded from the 

of this Notice In the Federal Register so 
as not to create problems by splitting R 

production month. 
Under the authority of the Secrcle-y 

of the Interior contained in 30 U.S.C. 
1751, the mineral leasing laws (ns 
defined in 30 U.S.C. 1702) including 30 
U.S.C. 189,301400 and 351-350, rind 25 
U.S.C. 300 and 396d, NTL-5 Is motiil'ic:tl 
a s  follows: 
J. Sloven Grilei, 
Assistant SecretapLand andh ftncmls 
Management. 

Dated lune 25,1980. 
Notice to Lessees and Opctotors of 

Federal and Indian Onshore Oil find Ciis 
Leases (NTM) Is amcndcd ns follows: 

1. Interatste Sales Subjoct to the Prico 
Iurisdlcfion of the Fadotal Powar 
Commission (FPC)-Replacod by tho 
Federal Enargy Regulatory Commission 
( m c )  
A. Establishment of Royalty Values 

b b * b *  

b e b e .  

2. For sales from wells commenced on 
or after lune 1,1977, and which nrc 
subject to an arm's-length conlrocl 
executed prior to, on, or after thnl dnte: 
for sales made pursuant to an nrm's- 
Iength contract renegotiated on or after 
June 1,1977; and for all sales not 
involving an arm's-length contrnct, thc 
value for royalty purposes s h n l l  bo 
established pursuant to 30 CFR Port 200. 

11. Intrastate and Other Snlos or 
Dlsposltlons Not Subject to Prico 
lurisdictlon of the FPCRoplacod by tho 
Federal Energy Reguletory Commission 
W R C )  
A. Establishment of Royally Votties 

* b * b *  

b a a b b  

2. For sales from wells commcnced on 
or after June I, 1977, and which nn? 
rublect to a n  arm's-length contrnct 
entered Into prior lo. on or after thnl 
date: for sales made pursuant lo nn 
arm's-length contract rencgotintcd on or  
aner  that dab: and for dl snles or othcr 
dispoaltions not involving on timi's- 
length contract, the value for m y i l l y  
purporer shall be established purs\innl 
to SO CFR Part 208. 
. . a 4 4  

VI. Pmductim Msposed of without Solo 

The value for royalty purposes of gas 
disposed of witbout sale and for which 
royalty or other compensation is due 

S-074999 003~W2CJUL-86-16:27:31) 
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will be calculated punuant  to 30 CFR 
Pnrt 208. 
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Maisonnauve Blvd, Want Montreal, 
Quebec, Canada HSA IIA-lurisdiclion: 

Natlonrl Park S@Wlc. 

lillnolr and Mlchljan Canal National 
Hsrtnge Cortldor Commlaalon; 
Meetlng 

with tho Fodoral Advisory Committoe 
Act, 00 Stnt. 770, 6 U.S.C. App. 1, o s  
nmundod by tho Act of Soptombor 13, 
1970, Qo Stat, 1247, that a mooting of tho 
Illinois and Michigan National Harilnge 
Corridor Commission will be hold ]uly 
28.198~~ boginning nt 10 am,  at Starvod 
Rock Slato Pork, Ottawa, Illinois. 

The Cornmission was originally 
cstnllished on August 24,1904, pursuant 
to provisions o l  tho Illinois and Michign 
Conal National I-loritago Corridor Act of 
1004.00 Stat. 1450,lO U.S,C. 461 lo 
irnpiamont and support the concoptual 
plan, 

wi l l  includa comrniltoo roports, 
dcvolopmont of  thematic structura for 
intcrprctation of the corridor, nnd 
discussion of tho FY 80 and FY 87 
budge I I 

Tho mooting will be opon to the 
public. Interested persons may subrnlf 
written stataments to the official listed 
balow prior to tho nioeting. Further 
information concorning tho mooting may 
ba obtained from Alan M. Hutchings, 
Chiof, Division of External Affairs, 
hiidwest Region, National Park Service, 
1709 Jackson Street. Omaha, Nebraska 
08102, telephone 402-221-3481 (FT'S 004- 
3401). Minutes of the meeting will be 
rivnilablo for public inspection at the 
hlidwest Rc8ional Office 3 weeks after 
the meeting. 
I)rilcd: july 18,1Q80. 
Chorloi I t .  Odogaard. 
R&onol Dimlor, Atirhtasl Rqion. 
[FR Oh w-im Filed ?-a-m a45 am] 
OILLINQ coo( u10-?o-u 

Notico is horoby givan, in accordance 

h4nttom to bo discussod at tho mooting 

INTERSTATE COMMERCE 
COMMISSION 

Intent to Engage In Compensated 
Intercorporate Hauling O p m t l o n r  

This is lo  provide notlco a8 mquired 
iiy 48 U.S.C, lOS24(b)(l) that the named 
corporations intend to pmvlde or use 
compensatad intercorporate hauling 
operation8 aa authorired in 49 U.S.C. 
1 O524 (b), 

of principle office: Domtar Inc., 395 de  
A. 1. Parent corporation and addmar 

Canada (Federal) 
2. Wholly-owned subaidiary which 

will pnrtidpate In the oparationa, and 
Stato of Incorporation: 
[I) Domlar Fibor Producls, Inc., c/o Tho 

Corporation Trust Company, 1200 
Orango St., Wllmington, Dolawaro 
lQw1 U,S.A,-Ddaware 

Corporation "mat Company, 1209 
Oreage Street, Wilmin@on, Dolnwnre 
US. A*-Delawara 
B. 1. Parent corporation and addross 

of principle office: Hyponox 
Corpornlion, P.O. Box 610, Fort Wnyno, 
IN 40801. 
2. Wholly-owned Subsidinry or 

Division and alate of Incorporation: 
a. 1 lyponex Corporation, R.R, #3  Gordon 

Plains Road, Morrison, 1L 01270- 
State Inc., Dolaware 

b, Hyponex Corpornlion, 932 Crahnrn 
Road, Imhy Ciiy, MI 4844CSIn  to 
Inc., Dolaware 

c, Nyponex Corporation, Third & hiill 
Struats, P.O. Dox Z88, Crnnd Rnpids, 
OH 1 9 5 2 2 4 t a t a  lnc., Dolawnru 

d. Hyponex Corporation, 2005 Cicoro 
Rood, Nobolsvillo, IN 4[j000--Slnto 
Inc., Delaware 

e. Iiyponox Corporation, 8880 Colby 
Lake Road, P.O. Box 675, Porry, MI 
4 8 8 7 2 4 t a t e  Inc., Dolaware 

1. Hyponex Corporation, County Form 
Road, P.O. Box 387, Adel, GA 31620- 
Stat0 Inc., Delaware 

8. Hyponax Corporation, Baltimom Pika, 
P.O. Box 70, Oxford, PA 18383-!3tate 
Inc., Dolaware 

h. Hyponex Corporation, 9899 
Wauaeukee Road. P.O. Box 217. 
Cerrnantown, WI 5 3 0 2 2 4 t a t e  Inc., 
Delaware 

1. Hyponax Corporation, Locust Ridge 
Road, P.O. Box AD, Pocono taka ,  PA 
1 8 3 4 7 4 t a l e  Inc., Delaware 
3. Hyponex Corporation-Florida- 

Stale Inc., Florida. 
a. Hyponex Corporation, R.R. #2, Box 
138, Winter &den, n 91787Stato 
Inc.. Florida 

b. Iiyponox Corporation, Stato Rond 27, 
P.O. Box 81, Lamont, FL 3233fM3lale 
lnc ,  Florida 
4, Hyponax Corporation-Texna- 

Stale Inc., Texan. 
a. Hyponox Corporation, P.O. Box 231, 

Hereford. TX 790454ta to  Inc.. Texas. 
b. Hyponex Corporation, Highway 17l 

North, P.O. Box 247, Cranson, TX 
nw)9&Stale Ina, Texan. 

c. Hyponex Corporntion, Route One, 
P.O. Box 245, Huntavllle, TX 773- 
State &-IC., Taxa& 
5. Hyponax QrporaUon-Califomia- 

State Inc., Califom'c. 

(ti) Domtar Industries lnc,, c/o Tho 

a, Hyponex Corporation, 495 Harklns 
Slough Road, P.O. Box 70, 
Watnonville, CA Q5076--Stato lnc., 
Califomla 

b. Hyponex Corporation, 15878 El &ado, 
China CA 9 1 7 l W t n t a  lnc., 
California, 

8. F.F, Smlth & Company, Inc.-Stnto 

a. F,F. Smlth & Co,, Inc., 9120 Coko 
tnc., Califomla. 

Street, P.O. Box 180, Wost 
Sacramento, CA 050~l-Stote Inc., 
Callfornia 
7. The Hyponex Company, I n c . 4 l n t e  

Inc., Georgia. 
a. Swisr Farms, Roxbury Rond, P,O. Box 

F, Philmnnt, N Y  1 2 5 0 5 S l n l e  Inc., 
Georgia 

b. Tho Hyponox Com any, Inc,, 3409 

State lnc$, Georgia, 
8. Hyper-Humaus C o m p a n y 4 l n l a  

lnc., Now ]onray. 
a. Hypor-Humor Compnny, Rond Ona, 

Route 04, P.O. Dox 131, Lnfnyollo, NJ 
07848-!hte Inc., New Jersey. 
0, Bunyon I3ntarprisas, I n c . - - S l n t e  

4190, Jackson, CA 3 0 2 3 3 S l n l e  Inc.. 
Georgia. 
10. Bunyon Truckiq  C o m p n n y S t o t e  

Inc., Georgia. 
a. Bunyon Trucklng Company, P.O. Box 

4190. Jackson. GA 30233S ln te  Inc., 
Georgia. 
11. H ponex Corporation- 

Sawmill Road, Cop P oy, 01 144321- 

Inc., Coorgia, 
a,  Bunyon Enterpriaos, Inc., P.O. Box 

Colora #K A t a t e  Inc., Goorgin. 
a. Hyponex Corporation, 3 Assembly 

Court, P.O. Box 588, Fountain, CO 
80817-State Inc., Georgia. 
12. Hyponex Corporalion-Misaouri- 

State Inc., Mlssourl. 
a. Hyponex Corporation, Route 2. P.O. 
Box ?CIA, Oran, MO 83771Cta lo  Inc., 
Missouri. 
C. 1. Parent corporation and nddress 

of principal office: K mart Corporntion, 
9100 Went B i ~ j  Beaver Road, Troy, 
Michigan 4tM64. 
2. Wholly-owned subrid\arioa which 

will partlcipate in the opornlions and 
their states of incorporation: 
Ba ain Hamld'n [US,A.)~Inc.- 
M l a l a a n  
Bishop Buffets, 1nc.-Iowa 
Builders Square, 1nc.-Delaware 
h r r ' s  Cafetarias, 1nc.-Texas 
Huck Fixtura Company-Illinois 
K mart Apparel C o r p . 4 0 ~  York 
Pay Lens Drug Stores Northwest, 11ic.- 
Maryland 
Walden Book Co., I n c . 4 e w  York. 

D. 1. Parant corporation and a d d m 8  
of principal ofice: Kohler Co., 414 




