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FORM MMS-4109 -- GENERAL INSTRUCTIONS,
GAS PROCESSING ALLOWANCE REPORT

In accordance with 30 CFR 206.179, a payor may deduct from royalty payments the reasonable actual costs for
processing gas plant products (e.g., natural gas liquids (NGLs), sulfur, etc.) from a gas stream. All natural gas liquids are
considered as one product — NGLs, and the processing allowance rate for NGLs shall be based upon their aggregate
processing cost. No allowance will be given for non-royalty-bearing plant products unless the lessee has secured prior
approval from MMS.

Gas processing costs incurred under an arm's-length contract may be claimed as the gas processing allowance.
Processing costs incurred under other than an arm's-length contract consist of the following: plant operating costs plus
depreciation plus a return on undepreciated capital investment. A gas processing allowance rate is determined by dividing
the total processing costs by the quantity processed.

Payors are required to report to MMS the actual processing costs deducted during the reporting period using

Form MMS-4109. For processing costs incurred under arm's-length conditions, payors are not required to submit Form
MMS—4109. Instead, payors are required to submit a copy of their arm’s-length processing contract to MMS within 2
months of the date MMS receives your first report that deducts the allowance on the Form MMS-2014. For processing
costs incurred under non-arm's-length or no contract situations, Page 1 of Form MMS-4109 and Schedules 1, 2, 2A and
2B must be submitted within 3 months after the end of the 12-month period to which the allowance applies.

Form MMS-4109, Page 1, is used to report the non-arm’s-length processing allowance amount claimed for a plant product
during the reporting period.

Form MMS-4109, Schedule 1, is used to compute the non-arm’s-length processing allowance rate for a plant product. A
separate Schedule 1 must be completed for each plant product,

Form MMS-4109, Schedule 2, is used to summarize plant product costs based upon the lessee's portion of actual plant
operating, maintenance, and overhead costs for non-arm's-length or no contract situations.

Form MMS-4109, Schedule 2A, summarizes plant operating, maintenance, and overhead costs for a plant product for non-
arm’s-length or no contract situations.

Form MMS-4109, Supplemental Schedule 2A, is used to detail operating, maintenance, and overhead costs that could not
be shown on Schedule 2A because of limited space.

Form MMS-4109, Schedule 2B, summarizes plant depreciation and undepreciated capital investment for a plant product
for non-arm's-length or no contract situations.

(Rev. 08/2001)



INSTRUCTIONS FOR COMPLETING FORM MMS-4109, PAGE 1

Page 1 of Form MMS-4109 is used to report the royalty processing allowance amount claimed for plant products during the
reporting period. In accordance with 30 CFR 206.179, "the gas processing allowance shall not exceed 66-2/3 percent of
the value of each gas plant product . . . less any applicable transportation allowances. . . ." The product processing
allowance rate, determined using Schedule 1, must be computed prior to completing Page 1 of Form MMS-4109.

1.

10.

11.

12.

13.

14.

Enter the same payor name and address as used for reporting gas royalties and processing deductions on Form
MMS-2014.

Enter the same payor code as reported on Form MMS-2014.

Reserved for payor comment.

Check the Amended Report box if this report is amending previously submitted data. A corrected report requires a
two-line entry. The first line reverses the original entry using a minus sign (-) in columns 12a, 12b, and 12c, as
applicable, and the second line shows the correct entry.

Enter as the reporting period the period covered by the actual cost data for the processing allowance being
reported in column 12. The reporting period will begin the first day of the calendar year or when the processing
contract begins, is modified or amended rate and will end the last day of the calendar year or when the processing

contract or rate terminates, is modified or amended whichever is earlier.

Enter the plant name. If extraction and fractionation takes place at separate facilities, enter the plant name of each
facility.

Line count; i.e., the number of allowances being reported.

Enter the same Lease Number as reported on Form MMS-2014.

Enter the same Agreement Number (if applicable), as reported on Form MMS-2014.
Enter the same product code as reported on Form MMS-2014.

Enter the non-arm's-length indicator as "NARM?” for the portion of the processing costs incurred under non-arm's-
length conditions.

Column 12 is used for reporting the royalty allowance amount deducted for the reporting period, the allowance
rate, and the royalty quantity processed during the reporting period.

Enter in column 12a the total royalty quantity processed during the reporting period. Total royalty quantity
is the sum of the monthly royalty quantities. Enter in column 12b the product processing allowance rate
from Schedule 1. In column 12c enter the royalty allowance amount determined by multiplying column 12a
by column 12b. Care should be taken to ensure that the allowance comply with allowance limitations set
forth under 30 CFR 206.179.

Enter page totals on line 13.
If the number of allowances being reported exceeds the number of lines on the Form MMS-4109, use additional

Page 1, Form MMS-4109s. If more than one Page 1, Form MMS-4109 is submitted, sum the amount on line 13 for
each page and enter the total only once, on line 14 of the last page of the Form MMS-4109 submittal.

Indicate by checking the appropriate box whether the information should be considered proprietary or nonproprietary.
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