Rovalty-in-Kind Section
Vision of the Future
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issue: How to bili refiners stariing in Uctober undér ihe iiew amended coniracis’
Background: Contract amendments were recentiy negotiated to esiabiish new pnces ai new
delivery points. These contract amendments deal matnly with pricing but by
using terms such as “The pnce for each grade of crude o1l wili be based on the
relevant market prices for the physical month of deljvery ... appears to involve us
in delivenes. '
Billing under these contract amendments could be done using:
. Enuitlement volumes as reported on 2014's
. Actual delivered volumes as reported by the refiners

. Prices based upon the month of entitiement

. Prices based upon the month of delivery.
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price established for the month of delivery.
In discussions with refiners. delivery data by lease 1s available and will be
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provided by the Isi day alier the month of delivery {fel
dozumentation to venfy that dehvery data 15 available)

[y L I o Adian sen
el ¥wili

Using the price at delivens 15 called for i the contract. Given situations like Shell
who will not deliver August entiticments until September, we can net jusufy
bilhing any refiner at a pnice cstablished the month before dehvery occurred
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the contracts.

No change for operators.

It is the fairest and most
teasonable approach for the

refiners.
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inaccurate 2014 reporting.
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Will help solve the problem of
under/over delivenes {we will
be invalved in delivenes

monitonng)

Refiners are 1n favor of this
methodology.

additinnal research that needs 1o be done:

CRewiew all laws and reculations 10 ensure we are not violaung anyvihing

by hilling on deliveries (our initial research does not indicate any
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j0ss of revenue to the Federal Government.

If an operator over-delivers, the operator should receive a
credivrefund for anv overpayment 1o the Federai Governmeni
(stmilar 10 how RSFA works {or royalty in value).

. Review trend data of 2014 reponted volumes 1o volumes delivered o
determine 1t laree difference exist {differences can be handied with initerest
billssrefunds as descnbed above and over tme 1f we are on top of the
operators, ths problem, 1f 1t exists, should go away)
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RiK Biling Process
Using Delivery Data
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