United States Department of the Ii

MINERALS MANAGEMENT SERVICE
Royalty Management Program
P.Q. Box 3760
Denver, Colorado 80217-5760

{N REPLY REFER TO:

RPD NOV 4 1994

Mai |l Stop 3120

Dear Reporter:

Begi nning with Decenber 1994 sales, the Mnerals Managenent
Service (MVB) will inplenent new reporting procedures for
royalties due in kind on Jicarilla Apache Tribal |eases. These
procedures are necessary to ensure that the royalties due are
paid and that production and royalty volunmes are accounted for

properly.

Listed below are the new reporting procedures and who is
responsi ble for reporting.

Jicarilla Apache Contract Purchaser

. The volune purchased from the tribe must be reported as the
Royalty Quantity (RQ (Colum 17) on the Report of Sales and
Royalty Remttance (Form MVB-2014). The value you paid nust
be reported as the Royalty Value (RV) (Columm 18). The
Sal es-Quantity (SQ (colum 13) and the Sales Value (SV)
(Colum 16) nust be calculated by dividing the RQ and RV hy
the lease royalty rate. (Encl osure 1 includes an exanple of
how to calculate the SV and SQ)

Except for these requirenents, the standard in-value
reporting instructions of the MV Ol and Gas Payer Handbook
(Handbook) (1986), Volune I1, Section 3.3.2, “Royalties Due
on Federal and Indian Leases, Transaction Code 01", apply.

. Make paynments to the Jicarilla Apache Tribe's |ockbox.
Report Paynment Method (PM 07 on the Form MVS-2014. The
tribe requests that a copy of the Form MV5-2014 acconpany
paynent . Questions regarding |ockbox paynents, including
the appropriate paynent delivery address, should be directed
to the Royalty Accounting Division of MG

« A Payor Information Form (PIF) (Form MV5-4025) establishes
reporting responsibility. The PIF must be filed with MVE at
| east 30 days before information is reported to MVS on the
Form MV5-2014. Instructions for conpleting the PIF are
provided in the Handbook, Volune | (1993).



Qperators, Wrking Interest Omers, and Lessees

.If the tribe's contract purchaser does not take the entire

royalty share for a given nonth, and you sell sone or all of
the remaining royalty share, you nust report and pay for
that royalty share.

« The volune and value of the royalty share you sold nust be

Rent al

reported as the RQ (Colum 17) and the RV (Colum 18) on the
Form MVB- 2014. You nust calculate the SQ (Colum 13) and SV
(Colum 16) by dividing the RQ and RV by the |ease royalty

rate. (Enclosure 1 includes an exanple of how to calculate

the SV and SQ)

Except for these requirenents, the standard in-val ue

reporting instructions of the Handbook, Volume |1, Section
3.3.2, “Royalties Due on Federal and Indian Leases,

Transaction Code OL”, apply.

Make paynents to the Jicarilla Apache Tribe's | ockbox.
Report PM 07 on the Form MV5-2014. The tribe requests that
a copy of the Form MVB-2014 acconpany paynent. Questions
regardi ng | ockbox paynents, including the appropriate
paynment delivery address, should be directed to the Royalty

Accounting Division of MVB

Val uation nust be based on applicable lease terns, |aws, and
regul ations. Your royalty obligation could be increased by

a dual accounting or major portion analysis.

If you do not currently report to MVB you nust conplete a
PIF 30 days before information is reported to MVE on the
Form MVB- 2014. Instructions for conpleting PIF s are in the

Handbook, Vol unme |I.

Enclosure 2 lists all Jicarilla Apache Tribal |eases for
which royalty is taken in Kkind.

Payor s

. Advance rental paynents for these |eases (Enclosure 1)

should be paid directly to the Jicarilla Apache Tribe. All
rental recoupnent requests nust be nade to the Jicarilla
Apache Tri be. Rental transactions for these |eases are not
to be reported on the Form MVG-2014.

Current Jicarilla Royalty-in-Kind (RIK) Reporters

Current reporters of Jicarilla Apache Tribal R K TC 06,
shoul d cease reporting on the Form MVB-2014 beginning with
Decenber 1994 sales. The MVS will end your reporting
responsibilities, no action on your part is required.



« Operators nust continue to submt production reports
(Monthly Report of Operations (Form MVB-3160) and QG| and
Gas perations Report (OGOR) (Form MVS-4054)).

For additional information about these changes please contact:
PIF reporting questions M. Andy Sandoval
Data Managenent Division
Phone: 1-800- 525-9167
FAX : (303) 231-3707
Form MVB-2014 questions Your assigned Royalty
Reporting Paynents Branch
representative
Phone: 1- 800-525- 0309
FAX : (303) 231-3700
Quality rmeasurenent/val uation M. N ck Fadely
guestions Val uation and Standards
Division, Gl and Gas
Val uation Branch
Phone: (303) 275-7244
FAX : (303) 275-7227
Tri bal | ockbox paynent Royalty Accounting D vision
guestions 1- 800- 231- 3442
Jicarilla Apache Tribe M. David Wng
addr ess Jicarilla Apache Tribe

Revenue and Taxati on
P. O Box 950
Dul ce, New Mexico 87528

Sincerely,.

Janes W Shaw
Associate Director for
Royal ty Managenent

2 Encl osures



ENCLOSURE 1

EXAMPLE

Calculating the Sales Quantity (SQ and Sales Value (SV)

ASSUNMPT| ONS

The |ease specifies a 12 1/2 percent royalty rate.
The product is unprocessed (wellhead) gas.
During Decenber 1994, 1,000 Mf is produced and sold.

Fifty Mf (5 percent of production and sales) was delivered
to the tribe purchaser. The contract price is $2 per Mf.

The remaining royalty share (7 1/2 percent of production and
sales or 75 Mf) was sold by a working interest owner at $2

per Mf.

The Jicarilla Apache's purchaser reports the follow ng
Royalty Quantity (RQ and Royalty Value (RV).

RQ = 50 Mf
RV = $100 (50 Mcf times $2)

The Jicarilla Apache's purchaser calculation of the SQ and
Sv.

SQ = 50 Mf = 400 Mf
.125 royalty rate
SV = $100 = $800

.125 royalty rate

The working interest owner reports the following RQ and RV.

RQ
RV

75 Mcf
$150 (75 Mcf times $2)

Pl ease note that the working interest owner’s in-value gross
proceeds nust be adjusted for any increase required by the
results of a dual accounting or najor portion analysis.

The working interest owner's calculation of the SQ and SV.

SQ = 75 Mcf = 600 Mf
. 125 royalty rate
SV = $150 = $1, 200

. 125 royalty rate



ENCLOSURE 2

LI STING OF JI CARILLA APACHE TRIBAL ROYALTY-IN-KIND LEASES
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