
MMS/RVD
Mail Stop 3150

Dear Payor:

On August 4, 1993, we transmitted a copy of Volume III of the Oil and Gas Payor Handbook,
titled Royalty Valuation Procedures, Transportation Allowances, and Processing Allowances
(Handbook). This volume addressed valuation for royalty purposes of oil, gas, and gas plant
products produced from Federal and Indian leases, including procedures for computing and
reporting transportation and processing allowances.

Since publication of this Handbook, we issued two documents that provide additional guidance
clarifying MMS’s policy on exchange agreements and the non-arm’s-length gas valuation
benchmarks. These documents are:

A June 24, 1996, guidance paper from the Acting Associate Director, MMS, titled
Valuation Guidance for Auditing Crude Oil Premiums, discussing valuation
procedures for exchange agreements. (Sent by Dear Payor Letter dated
December 19, 1996)

A December 30, 1996, memorandum from the Assistant Secretary, Land and Minerals
Management, titled Policy Interpretation of Valuation Regulations discussing
valuation under the non-arm’s-length gas benchmarks (Enclosure 1).

Based on the guidance issued in these documents, we are amending the oil and gas exchange
agreement and the non-arm’s-length benchmark sections of the Handbook. Enclosure 2 is a
transmittal sheet with the updated pages that reflect these changes.

Sincerely,

Enclosure

Royalty Management Program
Oil and Gas Payor  Handbook.Request copies bycalling - Ms. Sheila Dean303-275-7201.




