Barton, Jayne

From: Burhop, Shirley

Sent; Thursday, November 20, 2003 5:23 PM

To: Johnson, Brian C; Ellwood Soderlind, F David Loomis; George Staigle; Glenn Kepler;
Kirumakki, Nagaraja; Nancy Rodriguez; Perry Shirley; Teel, Sara; Terence Fisher

Subject: Meeting on November 20

Present were: Shirley Burhop (FedCAM)
Dave Loomis and Dana Summers (CO)
George Staigle (via phone) (ND)
Terry Fisher {via phone) {Shoshone Arapahoe)
Sara Teel (CE)
Nancy Rodriguez (via phonej (NM)
Brian Johnson {IndCAM)

ltems discussed:

1. Deadline of December 31. Due to the holidays and upcoming STRAC meeting, everyone believes this is unachievable.
| am to ask Debbie if we can extend to January 31, 2004,

2. Brian asked if we really need to develop guidance concerning coal. As he sees no reference to " marketing affiliate” in
the coal regs, he wonders why there's an issue. No one present was familiar enough with coal to have an answer. | would
like Glenn and Brian (and perhaps Ellwood and Perry?) to discuss and explain to the rest of us why coal valuation is
impacted by the Fina decision.

3. How far do we want to go in producing an output? Do we want to develop a pro-forma audit program? No. Just
guidance on how to apply the benchmarks. The output will be Paper Port slides put together as a booklet with appropriate
guidance papers as appendices.

4. Dave Loomis mentioned that Karen Conway has developed a paper as a result of the Fina decision explaining how to
apply the benchmarks to gas (processed and unprocessed). He believes this may be a basis for what we want to develop
for oil. He will distribute it to all of us, hopefully on Friday, Nov. 21.

5. We agreed that we may need to develop only general guidance for the products (oil, gas, and coal, if necessary)
without distinguishing between-Federal and Indian. The only difference we thought might be relevant is the need to cover
dual accounting for Indian gas.

6. | will schedule another telecon the week of December 1, after we've all had time to review Karen Conway's paper. .
Terry will try to schedule some time at STRAC. Terry will determine time and place, depending on the STRAC agenda.
Looks like Friday morning, after the STRAC only session might be a good time, depending on everyone's travel plans.
.{(We can telecon in anyone who won't be there.) '

Tracking: Recipient , Read
Johnson, Brian C Read: 11/20/2003 5:47 PM
Eliweod Soderlind
F David Loomis

George Staigle

Glenn Kepler

Kirumakki, Nagaraja Read: 11/21/2003 €:46 AM
Nancy Rodriguez

Perry Shirley

Teel, Sara Read: 11/21/2003 7:52 AM

Terence Fisher
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Barton, Jayne

From: Burhop, Shirley

Sent: Thursday, November 20, 2003 5:24 PM
To: Gibbs Tschudy, Deborah

Subject: FW: Meeting on November 20

Please note item 1 - extension of the deadlire to Jan. 31. What's driving the Dec. 31 deadline?

From: Burhop, Shirley

Sent; Thursday, November 20, 2003 5:23 PM )

To! Brian Johnson; Ellwood Soderlind; F David Loomis; George Staigle; Glenn Kepler; Nagaraja Kirumakki; Nancy Rodriguez; Perry
Shirley; Sara Teel; Terence Fisher

Subject: Meeting on November 20

Present were: Shirley Burhop (FedCAM)
Dave Loomis and Dana Summers {CO)
George Staigle (via phone) (ND)
Terry Fisher {via phone) (Shoshone Arapahoe)
Sara Teel (CE)
Nancy Redriguez (via phone) (NM)
Brian Johnson {IndCAM)

Items discussed:;

1. Deadline of December 31. Due to the holidays and upcoming STRAC meeting, everyone believes this is unachievable.
| am to ask Debbie if we can extend to January 31, 2004,

2. Brian asked if we really need to develop guidance concerning coal. As he sees no reference to " marketing affiliate" in
the coal regs, he wonders why there's an issue. No one present was familiar enough with coal to have an answer. | would
like Glenn and Brian (and perhaps Ellwood and Perry?) to discuss and explain to the rest of us why coal valuation is
impacted by the Fina decision.

3. How far do we want to go in producing an output? Do we want to develop a pro-forma audit program? No. Just
guidance on how to apply the benchmarks. The output will be Paper Port stides put together as a booklet with appropriate
guidance papers as appendices.

4. Dave Loomis mentioned that Karen Conway has developed a paper as a result of the Fina decision explaining how to
apply the benchmarks to gas (processed and unprocessed). He believes this may be a basis for what we want to develop
for cil. He will distribute it to all of us, hopefully on Friday, Nov. 21.

5. We agreed that we may need to develop only general guidance for the praducts (oil, gas, and coal, if necessary)
without distinguishing between Federal and Indian. The only difference we thought might be relevant is the need to cover
dual accounting for Indian gas.

6. | will schedule another telecon the week of December 1, after we've all had time to review Karen Conway's paper.
Terry will try to schedule some time at STRAC. Terry will determine time and place, depending on the STRAC agenda.
Looks like Friday morning, after the STRAC only session might be a good time, depending on everyone's travel plans.
(We can telecon in anyone who won't be there.)

Tracking: Recipient Read
Gibbs Tschudy, Debarah Read: 11/20/2003 5:52 PM
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Barton, Jayne ;

From: Gibbs Tschudy, Deborah

Sent; Thursday, November 20, 2003 5:58 PM
To: Burhop, Shirley

Subject: RE: Meeting on November 20

Thanks for the update, Shirley. Jan. 31 is fine.

We do need guidance on applying the coal valuation benchmarks because under the Fina decision, the auditors will not be
able to go to the affifiate’s arm's-length resale to determine the value of coal sold to an affiliate - they will have to apply the
benchmarks. We did develop a policy paper on sales of coal to affiliates in 1995 or 1996 similar to what we did for oif and
gas. That may be a useful starting point. Please talk to Bob Davidoff about Mike Throckmorton being part of your team as
you need input from Solids.

From: Burhop, Shirley

Sent: Thursday, November 20, 2003 5:24 PM
To: Gibbs Tschudy, Deborah

Subject: FW: Meeting on November 20

Please note item 1 - extension of the deadline to Jan. 31. What's driving the Dec. 31 deadline?

From: Burhop, Shlrley

Sent: Thursday, November 20, 2003 5:23 PM

To: Brian Johnson; Ellwoed Soderlind; F David Loomis; George Staigle; Glenn Kepler; Nagaraja Kirumakki; Nancy Rodriguez; Perry
Shirley; Sara Teel; Terence Fisher

Subject: Meeting on November 20

Present were: Shirley Burhop (FedCAM)

Dave Loomis and Dana Summers (CO)
George Staigle (via phone) (ND)

Terry Fisher (via phone) (Shoshone Arapahoe)
Sara Teel (CE)

Nancy Rodriguez (via phone) (NM)

Brian Johnson (IndCAM)

ltems discussed.

Deadline of December 31. Due to the holidays and upcoming STRAC meeting, everyone believes this is
unachlevable | am to ask Debbie if we can extend to January 31, 2004,

2. Brian asked if we really need to develop guidance concerning coal. As he sees no reference to " marketing
affiliate” in the coal regs, he wonders why there's an issue. Nec one present was familiar enough with coal to have an
answer. | would like Glenn and Brian (and perhaps Ellwood and Perry?) to discuss and explain to the rest of us why
coal valuation is impacted by the Fina decision.

3. How far do we want to go in producing an output? Do we want to develop a pro-forma audit program? No. Just
guidance on how to apply the benchmarks. The output will be Paper Port slides put together as a booklet with
appropriate guidance papers as appendices.

4. Dave Loomis mentioned that Karen Conway has developed a paper as a result of the Fina decision explaining how
to apply the benchmarks to gas (processed and unprocessed). He believes this may be a basis for what we want to
develop for oil. He will distribute it to all of us, hopefully on Friday, Nov. 21.

5. We agreed that we may need to develop only general guidance for the products {oil, gas, and coal, if necessary)
without distinguishing between Federal and Indian. The only difference we thought might be relevant is the need to
cover dual accounting for Indian gas.

6. | will schedule another telecon the week of December 1, after we've all had time to review Karen Conway's paper.
Terry will try to schedule some time at STRAC. Terry will determine time and place, depending on the STRAC
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agenda. Looks like Friday morning, after the STRAC only session might be a good time, depending on everyone's
travel plans. (We can telecen in anyone who won't be there.)
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Barton, Jayne \

From: Burhop, Shirley

Sent: Friday, November 21, 2003 10:01 AM
To: Gibbs Tschudy, Deborah

Subject: RE: Meeting on November 20

Glenn Kepler has been appointed as a member of the team, but was not available for this week. Do you think Mike is
better choice? '

From: Gibbs Tschudy, Debarah

Sent: Thursday, November 20, 2003 5:58 PM
To: Burhop, Shirley

Subject: RE: Meeting on November 20

Thanks for the update, Shirley. Jan. 31 is fine,

We do need guidance on applying the coal valuation benchmarks because under the Fina decision, the auditors will
not be able to go to the affiliate's arm's-length resale to determine the value of coal sold to an affiliate - they will have
to apply the benchmarks. We did develop a policy paper on sales of coal to affiliates in 1995 or 1998 similar to what
we did for oil and gas. That may be a useful starting point. Please talk to Bob Davidoff about Mike Throckmorton
being part of your team as you need input from Solids.

----- Original Message-----

From: Burhap, Shirley

Sent: Thursday, November 20, 2003 5:24 PM
To: Gibbs Tschudy, Deborah

Subject: FW: Meeting on November 20

Please note item 1 - extension of the deadline to Jan. 31. What's driving the Dec. 31 deadline?

From: Burhop, Shirley

Sent; Thursday, November 20, 2003 5:23 PM

To: Brian Johnson; Ellwood Soderlind; F David Loomis; George Staigle; Glenn Kepler; Nagaraja Kirumakki; Nancy Rodriguez;
Perry Shirley; Sara Teel; Terence Fisher

Subject: Meeting on November 20

Present were:  Shirley Burhop (FedCAM)
Dave Loomis and Dana Summers (CQO)
George Staigle {via phone) (ND)
Terry Fisher (via phone) (Shoshone Arapahoe)
Sara Teel (CE)
Nancy Rodriguez (via phone) (NM)
Brian Johnson (IndCAM)

ltems discussed:

1. Deadline of December 31. Due to the holidays and upcoming STRAC meeting, everyone believes this is
unachievable. | am to ask Debbie if we can extend to January 31, 2004,

2. Brian asked if we really need to develop guidance concerning coal. As he sees no reference to " marketing
affiliate” in the coal regs, he wonders why there's an issue. No one present was familiar enough with coal to have
an answer. | would like Glenn and Brian (and perhaps Eliwood and Perry?) to discuss and explain to the rest of us
why coal valuation is impacted by the Fina decision.

3. How far do we want to go in producing an output? Do we want to develop a pro-forma audit program? No.
Just guidance on how to apply the benchmarks. The output will be Paper Port slides put together as a booklet
with appropriate guidance papers as appendices.

4. Dave Loomis mentioned that Karen Conway has developed a paper as a result of the Fina decision explaining
how to apply the benchmarks to gas (processed and unprocessed). He believes this may be a basis for what we
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want to develop for oil. He will distribute it to all of us, hopefully on Friday, Nov. 21.

5. We agreed that we may need to develop only general guidance for the products {oil, gas, and coal, if
necessary} without distinguishing between Federal and Indian. The only difference we thought might be relevant
is the need to cover dual accounting for Indian gas.

6. | will schedule another telecon the week of December 1, after we've all had time to review Karen Conway's
paper. Terry will try to schedule some time at STRAC. Terry will determine time and place, depending on the
STRAC agenda. Looks like Friday morning, after the STRAC only session might be a good time, depending on
everyone's travel plans. (We can telecon in anyone who won't be there.)

Tracking; Recipient Read
Gibbs Tschudy, Deborah Read: 11/21/2003 12:05 PM
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Barton, Jayne i

From: Burhop, Shirley

Sent: Friday, November 21, 2003 10:02 AM

To: Johnson, Brian C,; Ellwood Soderlind; F David Loomis; George Staigle; Glenn Kepler;
Kirumakki, Nagaraja; Nancy Rodriguez; Perry Shirley; Teel, Sara; Terence Fisher

Subject: FW: Meeting on November 20

From: Gibbs Tschudy, Deborah

Sent: Thursday, November 20, 2003 5:58 PM
To: Burhop, Shirley

Subject: RE: Meeting on November 20

Thanks for the update, Shirley. Jan. 31 is fine.

We do need guidance on applying the coal valuation benchmarks because under the Fina decision, the auditors will not be
able to go to the affiliate's arm's-length resale to determine the value of coal sold to an affiliate - they will have to apply the
benchmarks. We did develop a policy paper on sales of coal to affiliates in 1995 or 1996 similar to what we did for oil and
gas. That may be a useful starting point. Please talk to Bob Davidoff about Mike Throckmorton being part of your team as
you need input from Solids.

From: Burhop, Shirey

Sent: Thursday, November 20, 2003 5:24 PM
To: Gibbs Tschudy, Deborah

Subject: FW: Meeting on November 20

Please note item 1 - extension of the deadline to Jan. 31. What's driving the Dec. 31 deadline?

From: Burhop, Shirley

Sent: Thursday, November 20, 2003 5:23 PM

To! Brian Jehnson; Ellwood Soderlind; F David Loomis; George Staigle; Glenn Kepler; Nagaraja Kirumakki; Nancy Rodriguez; Perry
Shirley; Sara Teel; Terence Fisher

Subject: Meeting on November 20

Present were: Shirley Burhop (FedCAM)

Dave Loomis and Dana Summers (CO)
George Staigle (via phone) (ND)

Terry Fisher (via phone) (Shoshone Arapahoe)
Sara Teel (CE)

Nancy Rodriguez (via phone) (NM}

Brian Johnson (IndCAM)

ltems discussed:

1. Deadline of December 31. Due to the holidays and upcoming STRAC meeting, everyone believes this is
unachievable. | am to ask Debbie if we can extend to January 31, 2004,

2. Brian asked if we really need tc develop guidance concerning coal. As he sees no reference to " marketing
affiliate" in the coal regs, he wonders why there's an issue. No one present was familiar enough with coal to have an
answer. | would like Glenn and Brian (and perhaps Ellwood and Perry?) to discuss and explain to the rest of us why
coal valuation is impacted by the Fina decision.

3. How far do we want to go in producing an output? Do we want to develop a pro-forma audit program? No. Just
guidance on how to apply the benchmarks. The output will be Paper Port slides put together as a booklet with
appropriate guidance papers as appendices.

4. Dave Loomis mentioned that Karen Conway has developed a paper as a result of the Fina decision explaining how
to apply the benchmarks to gas (processed and unprocessed). He believes this may be a basis for what we want to
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deveiop for oil. He will distribute it to all of us, hopefully on Friday, Nov. 21.

5. We agreed that we may need to develop only general guidance for the products (oil. gas, and coal, if necessary)
without distinguishing between Federal and Indian. The only difference we thought might be relevant is the need to

cover dual accounting for Indian gas.

6. | will schedule another telecon the week of December 1, after we've all had time to review Karen Conway's paper.
Terry will try to schedule some time at STRAC. Terry will determine time and place, depending on the STRAC
agenda. Looks like Friday morning, after the STRAC only session m|ght be a good time, depending on everyone's
travel plans. (We can telecon in anyone who won't be there.)

Tracking: Recipient Read
Johnson, Brian C Read: 11/21/2003 10:58 AM

Ellwood Soderlind
F David Loomis

George Staigle

Glenn Kepler

Kirumakki, Nagaraja : Read: 11/21/2003 12:40 PM
Nancy Rodriguez

Perry Shirley

Teel, Sara Read: 11/21/2003 11:08 AM

Terence Fisher
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Barton, Jayne

From: ' Gibbs Tschudy, Deborah

Sent: Friday, November 21, 2003 12:05 PM
To: Burhop, Shirley

Subject: RE: Meeting on November 20

‘No, Glenn will do well for you.

From: Burhop, Shirley

Sent: Friday, November 21, 2003 10:01 AM
To: Gibbs Tschudy, Deborah

Subject: RE: Meeting on November 20

Glenn Kepler has been appointed as a member of the team, but was not available for this week. Do you think Mike is
a better choice?

From: Gibbs Tschudy, Dehorah

Sent: Thursday, November 20, 2003 5:58 PM
To: Burhop, Shirley

Subject: RE: Meeting on November 20

Thanks for the update, Shirley. Jan. 31 is fine.

We do need guidance on applying the coal valuation benchmarks because under the Fina decision, the auditors
will not be able to go to the affiliate's arm's-length resale to determine the value of coal sold to an affiliate - they will
have to apply the benchmarks. We did develop a policy paper on sales of coal to affiliates in 1985 or 1996 similar
to what we did for il and gas. That may be a useful starting point. Please talk to Bob Davidoff about Mike
Throckmorton being part of your team as you need input from Solids,

From: Burhop, Shidey

Sent: Thursday, November 20, 2003 5:24 PM
To: Gibbs Tschudy, Deborah

Subject; FW: Meeting on November 20

Please note item 1 - extension of the deadline to Jan. 31. What's driving the Dec. 31 deadline?

From: Burhop, Shirtey

Sent: Thursday, Navember 20, 2003 5:23 PM

To: Brian Johnson; Ellweod Soderlind; F David Loomis; George Staigle; Glenn Kepler; Nagaraja Kirumakki; Nancy
Rodriguez; Perry Shirley; Sara Teel; Terence Fisher

Subject: . Meeting on November 20

Present were: Shirley Burhop (FedCAM)

Dave Loomis and Dana Summers (CO)
George Staigle (via phone) (ND)

Terry Fisher (via phone) (Shoshone Arapahoe)
Sara Teel (CE)

Nancy Rodriguez (via phone) (NM)

Brian Johnson (IndCAM)

ltems discussed:

1. Deadline of December 31. Due to the holidays and upcoming STRAC meeting, everyone believes this is
unachievable. | am to ask-Debbie if we can extend to January 31, 2004.

2. Brian asked if we really need to develop guidance concerning coal. As he sees no reference to " marketing
affiliate” in the coal regs, he wonders why there's an issue. No one present was familiar enough with coal to
have an answer. | would like Glenn and Brian {(and perhaps Ellwood and Perry?) to discuss and explain to the
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rest of us why coal valuation is impacted by the Fina decision.

3. How far do we want to go in producing an output? Do we want to develop a pro-forma audit program? No.
Just guidance on how to apply the benchmarks. The output will be Paper Port slides put together as a booklet
with appropriate guidance papers as appendices.

4. Dave Loomis mentioned that Karen Conway has developed a paper as a result of the Fina decision
explaining how to apply the benchmarks to gas (processed and unprocessed). He believes this may be a
basis for what we want to develop for cil. He will distribute it to all of us, hopefully on Friday, Nov. 21.

5. We agreed that we may need to develop only general guidance for the products (oil, gas, and coal, if
necessary) without distinguishing between Federal and Indian. The only difference we thought might be
relevant is the need to cover dual accounting for Indian gas.

6. 1 will schedule another telecon the week of December 1, after we've all had time to review Karen Conway's
paper. Terry will try to schedule some time at STRAC. Terry will determine time and place, depending on the
STRAC agenda. Looks like Friday morning, after the STRAC only session might be a good time, depending
on everyone's travel plans. (We can telecon in anyone who woen't be there.)
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‘Barton, Jayne

From: Rodriguez, Nancy

Sent: ‘ Friday, December 05, 2003 11:29 AM

To: Soderlind, Ellwood; Burhop, Shirley; Johnson, Brian C; Loomis, F David; Staigle, George;
Kepler, Glenn, Knrumakk| Nagaraja pshlrley@fronflernet net; Teel, Sara Fisher, Terence

Subject: - RE: Dec. 1-meeting

I would not be available on Decembér 15th or 16th, but am available after that. Pleass
advise as to when this meeting will occur.

Thanks,

Nancy Rodrigusz

205 Federal Royalty Audit Supervisor
New Mexico Taxation & Revenue Dept,
Fhone: (505; B27-5843

Fax: {505) B27-9B88

————— Original Message-----

From: Ellwood Soderlind [mailto:ESoderlind@wyaudit.state.wy.us]

Sent: Wednesday, December 03, 2003 7:30 AM

To: Shirley.Burhop:; Brian.C.Johknson@mms. gov; Ellwood Soderlind;
dloomis@spike.dor.state.co.us; georgestaigle.mms@midconetwork.com;

Glenn.Kepler; Nagaraja.Xirumakki; nrodriguez@state.nm.us; pshirley@frontiernet.net
sara.teel@mmns.gov; tiisherlwashakis.net '
Subject: RE: Dac. 1 meeting

Shirley: ) c ™

Would it be possible t to meet on December 15th or the 19th instead of tha 13th? That waek
is alrzady a mess and I would like to attend in person. .

Ellwood

-————0riginal Message---—-

From: Shirley.Burhep@mms.gov {mailto:Shirley. Burhop@mms gov}

Sent: Tuesday, December 02, 2003 1:16 PM

To: Brian.C.Johnson@mms.gov; esoderlind@wyaudit.state.wy.us;
dloenmis@spike.dor.state.co.us; georgestaigle.mms@midconstwork. com;
Glenn.Keplerfmms.gov; Nagaraja.Kirumakki@mms.gov; nrodriguez@state.nm.us;
pshirley@frontiernet.net; sara.teelfmms.gov; tfisher@washakie.net
Subject: Dec..l meeting -

In attendance were:
Shirley Burhop

Raj Kirumakki

Sara Teel 3
Ellwood Soderlind
Dave Loomis

Karen Conway

Dana Summers

By phone:

Perry Shirley
Nancy Rodriguez
Terry Fisher

We discussed the papér Karen Conway had prepared regarding following the banchmarks to
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value processed and unprocesséd gas. Everyone agreed that it was a great start and that
we would prepare similar documents for Federal oil, Indian oil and gas, and coal. This
document could then serve as the basis for preparlng power polnt slides to be used for the
tralnlng .

We discussed a number of issues that need to be covered in the training:

R 2t 3
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8. We will need to address Federal oil under the June 2000 rule, since many of. the same
issues apply, particularly the matter of determining location and quality differentials.

~

Terry believes that in order to find comparable arm's length prices in the field or area,
Tribes will need to know pricss on allotted and Federal lands. So MMS would nave to do
the work. : )

Karen raised the issue of marketable condition and the Xeno case. In the training, we
will need to discuss this. Auditors need to obtain contracts to determine if additional
services ware provided that need to be included in gross procesds.

Next steps:

Karen will prepare a paper similar to her gas benchmark paper on Federal oil.
Karen will incorporate legal cases intc both the gas and ©il papers

Ellwood will prepare a similar paper for Federal coal.

"{Note: we don't know if we need to cover Indian coal. I need fto discuss with Bob
Davidoff, Glenn Kepler.) I will ask Brian Johnson if he can adapt Karen's papers to Indian
gas and oil. '

Raj will start working on gathering gxamples to be used in the trainin

Timeline:

December 18: Accomplish the above tasks.

December 24: Incorporate any comments or suggestions from the group.

January 9: Develop power point slides (based on the papers).

January 16: Review slides as a group and incorporate any comments or changses.

January 20: Forward slides and papers to Ken Vogel and Geoff Heath. {(We will forward the
papers to Ken for comment as they are completed.) January 30: Incorporatse any comments or
changes.
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Those of us who are at STRAC will plan to meet on Friday morning, December 12, after STRAC
adjournment (probably 9:00 or 9:30). If others would like to be tied in by phone then,
please let me know. . :

We will also plan to meet the third week of December. T will try to schedule a meeting

for Thursday, Dec. 18.

If anyocne has any corrections or clarifications to the above, please "reply to ali",
Thanks.
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Barton, Jayne

From: Conway, Karen

Sent: Tuesday, December (2, 2003 2:28 PM
To: Burhop, Shirley

Subject: RE: Dec. 1 meeting

~

Hi Shirley, I am unable t¢ go to the STRAC meeting for the Friday conference and was
wondering if I could teleconference in from the MMS, Building 85 with Raj? Dave said that
he would appreciate it if I could do that.
L
Thanks;,
Karen Conway
Senior Revenue Agent
Colcrade Dept. of Revenue
Mineral Audit Section
{303) 355-0400 Ext. 788

————— Original Message-~--- .

From: Shirley.Burhop@mms.gov [mailto:Shirley.Burhop@mms.gov]
"Sent: Tuesday, December 02, 2003 2:20 PM :

To: dsummers@spike.dor.state.co.us; kconway@spike.dor.state.co.us
Subject: FW: Dec. 1 meeting .

Sorry - should have addressed it .to you two, too.

_— . == Criginal Message-—-—--—

From: "Burhop, Shirley

Sent: Tuesday, December 02, 2003 1:16 PM

To: Brian Johnson; Ellwocd Soderlind; F David Loomis; George Staigle;
Glenn Kepler; Nagarazja Kirumakki; Nancy Rodriguez; Perry Shirley; Sara
Teel; Terence Fisher ‘

Subject: Dec. 1 meeting

VOV VOV Y VY

In attendance were:
Shirley Burhop
Raj Kirumakki
Sara Teel
llwcod Soderlind
Dave Loomis
Karen Conway
Dana Summers

By phone:

Perry Shirley
Nancy Rodriguez-
Terry Fisher

We discussed the paper Karen Conway had prepared regarding folleowing

the benchmarks to value processed and unprocessed gas. Everyons

agreed that it was a great start and that we would prepare similar

documents for Federal oil, Indian oil and gas, and ccal. This

document could then serve as the basis for preparing power point slides tg be used for
he training. . : '

We discussed a number of issues that need to be covered in the training:

X e ——e D45 :
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8. We will need to address Federal oil under the.June 2000 rule,
since many of the same issues apply, particularly the matter of
determining location and gquality differentials.

Terry believes that in order to find comparable arm's length prices in
the field or area, Tribes will need to know prices on allotted and
Federal lands. So MMS would have to do the work.

Karen raised the issue of marketable condition and the Xeno case. In
the training, we will need to discuss this. Auditors need to cbtain
contracts to determine if additional services were provided that need
to be included in gross proceeds.

Next steps:

Karen will prepare a paper similar to her gas benchmark paper on
Federal oil. - ‘

Karen will incorporate legal cases into both the gas and oil papers.
Ellwood will prepare a similar paper for Federal coal.

(Note: we don't know if we need to cover Indian coal. I need to
discuss with Bob Davidoff, Glenn Kepler.) I will ask Brian Johnson if
he can adapt Karen's papers to Indian gas and oil. ‘

Raj will start working on gathering examples to be used in the training.

Timeline:

December '18: Accomplish the above tasks.

December Z4: Incorporate any comments or suggestions from the group.
January 9: Develop power point glides (based on the papers).

January 16: Review slides as a group and incorporazte any comments or
changes.

January 20: Forward slides and papers to Ken Vogel and Geoff Heath.
(We will forward the papers to Ken for comment as they are completed.)
-January 30: Incorporate any comments or changes.

VVVVVVVVVVVVVVVVVVVVVV\/\/VVVVVVVVVVVV\JVVVVVV\{';,VVVVVVVVVVVVV_VVVVVVVV,J‘V_V

Those of us who are at STRAC will plan to meet on Friday morning,
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December 12, after STRAC adjournment (procbably 9:00 or 9:30). If
others would like to be tied in by phone then, please let me know.

We will also plan to meet the third week of December. I will try to

schedule a meeting for Thursday, Dec. 18.

If anyone has any corrections or clarifications to the.above, please
"reply to all". Thanks.
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Barton, Jayne

From: Conway, Karen

Sent: Tuesday, December 02, 2003 3:11 PM
To: ‘ Burhop, Shirley
Subject: RE: Dec. 1 meeting

Thanks, let me know who I need to contact at BLD 85 on Friday.

-—:——-Orlglnal Message-—----

From: Shirley.Burhop@mms.gov [mailto: Shlrley Burhop@mms.gov]
Sent: Tuesday, December 02, 2003 3:10 PM

To: kconway@spike.dor.state.co.us

Subject: RE: Dec. 1 meeting

That will be good. I'll figure out where to call or who should call me next week.

————— Original Message-----

From: Conway, Karen

Sent: Tuesday, December 02, 2003 2:28 PM
To: Burhop, Shirley

Subject: RE: Dec. 1 meeting

Hi Shirley, I am unable to go to the STRAC meeting for the Friday conference
and was wondering if I could teleconference in from the MMS, Building 85
with Raj? Dave said that he would appreciate it if I could do that.

Thanks,
Karen Conway

Senior—Revenue Agenf-r = srom fe s e e R
Colorado Dept. of Revenue

Mineral Audit Section

{303) 355-0400 Ext. 788

————— Original Message-----

From: Shirley.BurheopBmms.gov [mallto Shlrley Burhop@mms gov]

Sent: Tuesday, December 02, 2003 2:20 PM

To: dsummers@spike.dor.state.co.us; kconway@splke.dor.state.co.us -
Subject: FW: Dec. 1 meeting

Sorry - should have addressed it to you two, too.

————— Original Message-—---
From: Burhop, Shirley
Sent: Tuesday, December 02, 2003 1:16 PM

To: Brian Johnson; Ellwood Soderlind; F David Loomis; George Staigle;

Glenn Kepler; Nagaraja Kirumakki; Nancy Rodrigusz; Perry Shirley; Sara
Teel; Terence Fisher - ’
Subject: Dec. 1 meeting

In attendance were:
Shirley Burhop

Raj Kirumakki

Sara Teel

Ellwood Soderiind”
Dave Loomis

Karen Conway

VVVVVYVVYYVYYVYVYYY
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Dana Summers

By phone:

Perry Shirley
Nancy Rodriguez
Terry Fisher

We discussed the paper Karen Conway had prepared regarding following the
benchmarks to valus processed and unprocessed gas. Everyone agrezed that
it was a great start and that we would prepare similar documents for
Federal oil, Indian oil and gas, and coal. This document could then serve
as the basis for preparing power point slides to be used for the training.

We discussed a number of issues that need to be covered in the training:

R}

- - S e

1
L
+
W

, e et e e ’j__‘:_g_ 1- -

8. We will need to address Federal oil under the June 2000 rule, since
many of the same issues apply, particularly the matter of determining
location and guality differentials.

Terry believes that in order to find comparable arm's length prices in the
field or area, Tribes will need to know prices on allotted and Federal
lands. Sc MMS would have to do the work,

Karen raised the issue of marketable condition and the Xeno case. In the

training, we will need tc discuss this. Auditors need to obtain contracts
tc determine if additional services ware provided that nesd to be included
in gross proceeds.

Next steps:

Karen will prepare a paper similar to her gas benchmark paper on Federal
oil, : '

Karen will incorporate legal cases intc both the gas and cil papers.
Ellwood will prepare a similar paper for Federal coal.
(Note: we don't know 1f we need to cover Indian cozl. I need to discuss
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with Bob Davidoff, Glenn Kepler.)

I will ask Brian Johnson if he can adapt Karen's papers to Indian gas and
oil. )

Raj will start working on gathering examples tc be used in the training.

Timeline:

December 18: Accomplish the above tasks.

December 24: Incorpeorate any comments or suggestions from the group.
January 9: Develop power point slides (based on the papers).

January 16: Review slides as a group and incorporate any comments or
changes. . , )

January 20: Forward slides and papers to Ken Vogel and Geoff Heath. (We

will forward the papers to Ken for comment as they are completed.)
"January 30: Incorporate any comments or changes.

Those of us who are at STRAC will plan to meet on Ffriday morrning, December
12, after STRAC adjcurnment (probably 9:00 or 9:30). If others would like
to be tied in by phone then, please let me know.

We will also plan to meet the third week of December. I will try to
schedule & meeting far Thursday, Dec. 18.

If anyone has any corrections or clarifications to the ébove, please
"reply to all™. Thanks.
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Barton, Jayne

From: Fisher, Terence

Sent: Tuesday, December 02, 2003 4:33 PM _

To: . Burhop, Shirley; Johnson, Brian C; Soderlind, Ellwood; Loomis, F David; Staigle, George;
Kepler, Glenn; Kirumakki, Nagaraja; Rodriguez, Nancy; pshirley@frontiernet.net; Teel, Sara

-Subject: g Re: Dec. 1 meeting '

Importance: High

Shirley, As I mentioned, I will help Brian as much as possible. T

————— Criginal Message ~----

From: <S8hirley.Burhop@mms.gov> . .

To: <Brian.C.Johnson@mms.gov>; <esoderlind@wyaudit.state.wy.us>;
<dloomis€spike.dor.state.co.us>; <gecrgestaigle.mms@midconetwork.com>;
<Glenn.Kepler@mms.gov>; <Nagaraja.Kirumakki@mms.gov>;
<nrodriguez@state.nm.us>; <pshirley@frontiernet.net>; <sara.teel@mms.gov>;
<tfisher@washakie.net>

Sent: Tuesday, December 02, 2003 1:15 PM

Subject: Dec. 1 meeting

> In attendance were: ) ' - -

> Shirley Burhop ' : .
> Raj Kirumakki '

> Sara Teel

> Ellwood Soderlind

> Dave Loomis

> Karen Conway

> Dana Summers

>

>—By—phome——

> Perry Shirley . ' N
> Nancy Rodriguez

» Terry Fisher

> . A

> We discussed the paper Karen Conway had prepared regarding following the
> benchmarks to value processed and unprocessed gas. Everyone agreed that
it ' ‘

was a great start and that we would prepare similar documents for Federal
0il, Indian oil and gas, and cocal. This document could then serve as the
basis for preparing power point slides to be used for the training.

We discussed a number of issues that need to be covered in the fraining:
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> 8._ We will need to address Federal oil under the June 2000 rule, since
©omany

of the same 1lssues apply, particularly the matter of determining location
and quality differentials. - .

>
>

>

> Terry believes that in order to find comparable arm's length prices in the
> field or area, Tribes will need to know prices on allotted apnd Federal

> lands. So MMS would have to do the work. .
>
>
>
>
>
>

Karen raised the issue of marketable condition and the Xeno case. In the
training, we will need to discuss this. Auditors need to obtain contracts
to determine if additional.services were provided that need to be included
in gross proceeds,

>—Next—steps:

Karen will prepare a paper similar to her gas benchmark pape} on Federal
oll. : '

Karen will incorporate legal cases into both the gas and oil papers.
Ellwood will prepare a similar paper for Federal. coal, :

{Note: we don't know if we need to cover Tndian-coal. I need to discuss
with Bob Davidoff, Glenn Kepler.) ' .

I will ask Brian Johnson if he can adapt Karen's papers to Indian gas and
oil. -

Raj will start working on gathering examples to be used in the training.

Timeline:

December 18: Accomplish the above tasks-

December 24: Incorporate any comments or suggestions from the group.
January 9: Develop power point slides (based on the papers). T
-Januvary 16: Review slides as a group and incorporate any comments or
changes. - ’

January 20: " Forward slides and papers to Ken Vogel and Geoff Heath. ({We
will forward the papers to Ken for comment as they are completed. )}

January 30: Incorpcrate any comments or changes.

Those of us who are at STRAC will plan to meet on Friday morning, December
12, after STRAC adjournment {probably %:00 or 9:30}. If others would like
to be tied in by phone then, please let me know. -

We will also plan to.meet the third week of December. I will try to
schedule a meeting for Thursday, Dec. 18.

1
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If anycne has any corrections or clarifications to the above, please
"reply ‘
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Barton, Jayne

From: : Soderlind, Effwood
Sent: Woednesday, December 03, 2003 7:30 AM ‘
To: Burhop, Shirley; Johnson, Brian C; Soderlind, Ellwood; Loomis, F David; Staigle, George;

Kepler, Glenn; Kirumakki, Nagaraja; Rodriguez, Nancy; pshirley@frontiernet.net; Teel, Sara;
: Fisher, Terence
Subject: ‘ RE: Dec. 1 meeting

Shirley:

Would it be possible to meet on December 15th or the 19th instead of the 18th? That week
©is already a mess and I would like to attend in person,

Ellwood

————— Original Message—-----

From: Shirley.Burhop@rms.gov [mailto:Shirley.Burhop@mms.gov]

Sent: Tuesday, December 02, 2003 1:16 PM .

To: Brian.C.Johnsonlrmms.geov; esoderlind@wyaudit.state.wy.us;
dloomis@spike.dor.state.co.us; georgestaigle.mms@midconetwork.com;
Glenn.Kepler@mms.gov; Nagaraja.Kirumakki@mms.gov; nrodrigusz@state.nm.us;
pshirley@frontiernet.net; sara.teel@mms.gov; tfisher@washakie.net
Subject: Dec. 1 meeting ’

In attendance were:
Shirley Burhop

Raj Kirumakki
S o Lxg] ki

Ellwood Seoderlind
Dave Loonmis

Karen Conway

Dana Summers

By phone:

Perry Shirley
Nancy Rodriguez
"Terry Fisher

We discussed the paper Karen Conway had prepared regarding following the benchmarks to
value processed and unprocessed gas. Everyone agreed that it was a great start and that
we would prepare similar documents for Federal oil, Indian oil and gas, and ccal. This
document could then serve as the basis for preparing power point slides to be used for the
training. ’

We discussed a number of issues that need to be cocvered in the traihing:
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8. We will need to address Federal oil under the June 2000 rule, since many cf the same
issues apply, particularly the matter of determining location and quality differentials.

\/

Terry believes that in order to find comparable arm's length prices in the field or area,
Tribes will need to know prices on allotted and Federal lands. So MMS would have to do
the work.

Karen raised the issue of marketable condition and the Xenc case. 1In the training, we
. will need to discuss this. Auditors need to obtain contracts to determine if additional
services were provided that need to be included in gross proceeds.

Next steps:

Karen will prepare a paper similar to her gas benchmark paper on Federal cil.

Karen will incorporate legal cases into both the gas and cil papers

Ellwood will prepare a similar paper for Federal coal.

(Note: Wwe don't know if we need to cover Indian cecal. I need to discuss with Bob
Davideff, Glenn Kepler.) I will ask Brian Johnson if he can adapt Karen's papers to Indian

Gas d'lrU_U.L.L -
Raj will start working on-gathering examples to be used in the tralnlng

Timeline:

December 18: Accomplish the above tasks. '
December 24: Incorporate any comments or suggestions from the group.

January 9: Develop power point slides (based on the papers).
January 16: Review slides as a group and incorporate any comments or changes.,
January 20: TForward slides and papers to Ken Vogel and Geoff Heath. (We will forward the

papers to Ken for comment as they are completed.) January 30: Incorporate any comments or
changes. ’ ’

Those of us who are at STRAC will plan to meet on Friday morning, December 12, after STRAC
adjournment (probably %:00 or 9:30). If others would like to be tied -in by phone then,
please let me know. . .

We will also plan to meet the third week of December. T will try tc schedule a meeting
for Thursday, Dec. 18.

If anyone has any correctlons or clarifications to the above, please ”reply to all™.
Thanks.
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Barton, Jayne

From: Gibbs Tschudy, Deberah

Sent: Wednesday, December 03, 2003 7:54 AM
To: Burhop, Shirley; Williams, Mary

Subject: ~ RE: Dec. 1 meeting

Thank you for the update, Shirley. 1t sounds like you're off to a great start!

From; ~ Burhop, Shirey ~

Sent: Tuesday, December 02, 2003 1:23 PM
- To: _ Williams, Mary; Gibbs Tschudy, Deborah

Subject: FW: Dec. 1 meeting

FYI|

----- Original Message-----

From: Burhop, Shirley

Sent: Tuesday, December 02, 2003 1:16 PM

To: Brian Johnson; Ellwood Soderlind; F David Loomis; George Staigle; Glenn Kepler; Nagaraja Kirumakki; Nancy Rodriguez, Perry
- Shirigy; Sara Teel Terence Fxsher

Subject: Dec. 1 meeting

In attendance were: _ -

Shirley Burhop ' ‘

Raj Kirumakki .

Sara Teel

Ellwood Soderlind

Dave Loomis

Karen Ccnway
.Dana Summers

By phone:

Perry Shiriey
Nancy Rodriguez
Terry Fisher

We discussed the paper Karen Conway had prepared regarding following the benchmarks to value processed and
unprocessed gas. Everyone agreed that it was a great start and that we would prepare similar documents for Federal
oil, Indian oil and gas, and coal. This document could then serve as the basis for preparing power point slides to be
.used for the training,

We discussed a humber of issues that need to be covered in the training:
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8. We will need to address Federal oil under the June 2000 rule, since many of the same issues apply, particularly the
matter of determining location and quality differentials. .

Terry believes that in order to find comparable arm's length prices in the fieid or area, Tribes will need to know prices -
on allotted and Federal lands. So MMS would have to do the work.

Karen raised the issue of marketable condition and the Xeno case. In the training, we will need to discuss this.
Auditors need to obtain contracts to determine if additional services were provided that need to be included in gross
proceeds, '

Next steps:

Karen will prepare a paper similar to her gas benchmark paper on Federal oil.

Karen will incorporate legal cases into both the gas and oil papers.

Ellwood will prepare a similar paper for Federal coal.

(Note: we don't know if we need to cover Indian coal. | need to discuss with Bob Davidoff, Glenn Kepler)
| will ask Brian Johnson if he can adapt Karen's papers to Indian gas and oil. :

Raj will start working on gatherlng examples o be used in the training.

Timeline:

December 18: Accomplish the above tasks.

December 24: Incorporate any comments or suggestions from the group.

January 8. Develop power peint slides (based on the papers).

January 16: Review slides as a group and incorporate any comments or changes.

January 20: Forward slides and papers to Ken Vogel and Geoff Heath. (We will forward the papers to Ken for
comment as they are completed.)

January 30: Incorporate any comments or changes

Those of us who are at STRAC will plan to meet on Frfday mornlng December 12, after STRAC adJournment
(probably 9:00 or 9:30). if others would like to be tied in by phone then, please let me know
We will also ptan to meet the third week of December. | will try to schedule-a meeting for Thursday, Dec. 18.

If anyone has any corrections or clarifications to the above, please "reply to all".” Thanks.
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Barton, Jayne

From: Kirumakki, Nagaraja

Sent: Wednesday, December 03, 2003 8:41 AM

To: " Burhop, Shirtey; Johnson, Brian C; Soderlind, Eltwood; Loomis, F David; Staigle, George;
Kepier, Glenn; Rodriguez, Nancy; Shirley, Perry; Teel, Sara; Fisher, Terence

Cc: Johnson, Ralph

Subject: RE: Dec. 1 meeting

While we may not want to exactly define terms such as: 1. Significant quantities, 2. comparability, 3. like-quality gas, 4.
Market or Market served, and 5. Field or area, we should make an attempt present some examples of what is not a

comparable A/l contract or what is not a significant quantity or what is not a like-quality gas for a particular situation.
These examples will help to understand concept better.

Raj
----- Qriginal Message-—--
From: Burhop, Shlriey
. Sent: Tuesday, December 02, 2003 1:16 PM
To: Brian Johnson; Ellwood Sederlind; F David Loomis; George Staigle; Glenn Kepler; Nagaraja Kirumakki; Mancy Rodriguez; Perry
Shirley; Sara Teel; Terence Fisher
Subject: Dec. 1 meeting

In attendance were:
Shirley Burhop
Raj Kirumakki
Sara Teel
Eflwood Soderlind
Dave Loomis
Karen Conway

- Dana Summers

By phone:

Perry Shirley

Nancy Rodriguez -
Terry Fisher

We discussed the paper Karen Conway had prepared regarding following the benchmarks to value processed and
unprocessed gas. Everyone agreed that it was a great start and that we would prepare similar documents for Federal
oil, Indian oil and gas, and coal This document could then serve as the basis for preparing power point slides to be
used for the training.

We discussed a number of issues that need to be covered in the training:

~ -

>*<
!

Uy

—3+-

164



L8 A | =245 |

8. We will need to address Federal oil under the June 2000 rule, since many of the same issues apply, particularly the
matiter of determining location and quality differentials.

Terry believes that in order to find comparable arm’s length prices in the field or area, Tribes will need to know prices
“on allotted and Federal lands. So MMS would have to do the work.

Karen raised the issue of marketable condition and the Xeno case. [n the training, we will need to discuss this.
Auditors need to obtain contracts to determine if additional services were provided that need to be included in gross
proceeds.

Next steps:

Karen will prepare a paper similar to her gas benchmark paper on Federal ail.

Karen will incorporate legal cases into both the gas and oil papers.

Fllwood will prepare a similar paper for Federal coal.

(Note: we don't know if we need to cover Indian coal. | need to discuss with Bob Davidoft, Glenn Kepler.)
| will ask Brian Johnson if he can adapt Karen's papers to Indian gas and oil.

Raj will start working on gathering examples to be used in the training.

Timeline:

December 18: Accomplish the above tasks.

December 24: Incorporate any comments or suggestions from the group.

January 9: Develop power point slides (based on the papers).

January 16: Review slides as a group and incorporate any comments or changes .

January 20: Forward sfides and papers fo Ken Voge1 and Geoff Heath. (We will forward the papers to Ken for
comment as they are completed.)

January 30: Incorporate any comments or changes.

Those of us who are at STRAC will plan to meet on Friday morning, December 12, after STRAC adjournment
(probably 9:00 or 9:30). If others would like to be tied in by phone then, please let me know.
We will also plan to meet the third week of December. | wili try to schedule a meeting for Thursday, Dec. 18.

If anyone has any corrections or clarifications to the above, please "reply to all'. Thanks.
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Barton, Jayne

From: ‘ Soderlind, Ellwood

Sent: Wednesday, December 03, 2003 8:59 AM
To: Burhop, Shirley

Subject: RE: Dec. 1 meeting

Thank you. December 19 will be great.

Ellwood

————— Criginal Message-----

From: Shirley.Burhopémms.gov [mallto Shirley.Burhop@mms.gov)
Sent: Wednesday, December 03, 2003 8:49 AM '

To: esoderllnd@wyaudit.state.wy.us

Subject: RE: Dec. 1 meeting

Yes. Either would do. 1I'11 try for the 19th, since the 15th will just be one business
day after the 12th, .

——————— Original Message----—-
From: Soderlind, Ellwocod
Sent: Wednesday, December 03, 2003 7:30 AM
Te: Burhop, Shirley; Johnson, Brian C; Soderlind, Ellwood; Loomis, F David: Staigle,
George; Kepler, Glenn; Kirumakki, Nagaraja; Rodriguez, Nancy; pshirley@frontiernet.net;
Teel, Sara; Fisher, Terence .

: Subject: RE: Dec., I meeting

Shirley:

Would it be possible to meet on December 15th or the 1%th instead of the
18th? That week is already a mess and I would like to attend in person.

Ellwood

————— Original Message-----

From: Shirley.Burhop@mms.gov (mailto: Shlrley Burhop@mms gov]

Sent: Tuesday, December 02, 2003 1:16 PM

To: Brian.C. Johnson@mms.gov; esoderllnd@wyaudlt state.wy.us;
dlocmis€spike.dor.state.co.us; georgestaigle. mms@midconetwork. com;
Glenn.Kepler@mms.gov; Nagaraja.Kirumakki®mms.gov;
nrodriguez@state.nm.us; pshirley@frontiernet.net; sara.teellmms.gov;
tfisher@washakie.net

Subject: Dec. 1 meeting

In attendance were: ~ -
Shirley Burhop

Raj Kirumakki

Sara Teel

Ellwood Soderlind

Dave Loomis

Karen Conway

Dana, Summers

By phone:
Perry Shirley
Nancy Rodriguez
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Terry Fisher

We discussed the paper Karen Conway had prepared regarding following the
benchmarks to value processed and unprocessed gas. Everyone agreed that it
was a great start and that we would prepare similar documents for Federal
oil, Indian o0il and gas, and ccal. This document could then serve as the
basis for preparing power pcint slides to be used for the training.

We discussed a number of issues that need to be covered in the training:

J-&S

3. ‘ ' _ ' | .
A—————315
, |

P - —3+s™

5. X N ﬁ ~wwmmmm(;' -f:-S

B o S —— s ——T

8. We will need to address Federal ocil under the June 2000. rule, since many
of the same issues apply, particularly the matter of determining locatlon
and quallty differentials.

Terry.belisves that in order to find comparable arm's length prices in the
field or area, Tribes will nesd to know prices on allotted and Federal
lands. So MMS would have to do the work.

Karen raised the issue of marketable condition and the Xeno case. In the
training, we will need to discuss this. Auditors need to obtain contracts
to determine 1f additional services were provided that need to be included
in gross proceeds.

Next steps:

Karen will prepare a paper 51mllar to her gas benchmark paper on Federal
oil.

Karen will inceorporate legal cases into both the gas and oil'papers.
Ellwood will prepare a similar paper for Federal coal.

(Note: we don't know if we need to cover Indian coal. I need to discuss
with Bob Davideoff, Glenn Kepler.)

I will ask Brian Johnson if he can adapt Karen's papers to Indian gas and
oil.

Raj will start working on gathering sxamples to be ussd in the training.
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Timeline:

December 18: Accomplish the above tasks.

December 24: Incorporate any comments or suggestions from the group.
January 9: Develop power point slides (based on the papers).

January 16: Review slides as a group and incorporate any comments or
changes.

January 20: ' Forward slides and papers fo Ken Vogel and Geoff Heath. (We
will forward the papers to Ken for comment as they are completed.)
January 30: Incorporate any comments or changes.

Those of us who are at STRAC will plan to meet on Friday morning, December
12, after’ STRAC adjournment (probably 9:00 or 9:30). If others would like
to be tied in by phone then, please let me know.

We will also plan to meet the third week of December. I will try to

schedule a meeting for Thursday, Dec. 18.

If anyone has any corrections or clarifications to the above, please "reply
to &ll". Thanks. '

. 163



McPhail, Rochelle

From: ' | Voge!, Kenneth

Sent: ‘ . Monday, June 30, 2003 6:12 PM
To: Hamilton, Cathy

Subject: ‘Fina -is this what you want?
" Importance: ~ High

On June 27, 2003, the Court of Appeals for the District of Columbia Circuit decided Fina Oif and Chemical Co. v. Norton
{No. 02-5241). This case was an appeal from a decision of the District Court for the District of Columbia that upheld a
decision by the Interior Board of Land Appeals. The appeals court reversed the decision of the district court. MMS had -
ordered Fina to pay on the gross proceeds of an affiliate of the actual lessee under the provisions of the 1888 gas
valuation rules that required payment of royaltles on no less than the gross proceeds accruing to the lessee. The court
held that the term lessee was clearly defined in the statute and the regulations and included only the person (the particular
corporation) to whom the lease was issued or who was assigned the cbligation {o pay royalties. In Fina's case this was
Fina Qil and Chemical Co. or Petrofina Delaware, inc., but not their affiliate Fina Natural Gas Co. (FNGC), which

. purchased the gas from the producers (and others) and resold it. Therefore the court found that the proper valuation
would be. under the benchmarks,

S DR %

>< — S

3 For federat oil after June 2000, the. currently
app]ncable regulations requsre payment on elther a market basis or the affiliates gross proceeds, so the F:na decision will
not 1mpact thls penod .

ul g mam ‘affects federal'gas productton and Indlan 0!! productlon not soid at arm's- Iength )(

P Ya)

For Indian gas the regulations-in effect since 18399 aliow for the use of market based index values greater than the ' .
average price.. For this period, there should be ng significant affect from the Flna decrsmn For tndian oil, the dlscussmn o
of federal oil-as it relat J;y;2000 productlon appiies to.all productio : : L




‘McPhail, Rochelle

From: T Hamilton, Cath ‘
Sent: _ Tuesday, July 01 2003 11: 54 AM
To: Vogel, Kenneth

Subject: RE: Fina -is this what you want?

Hi Ken, yes, this is good. Lucy OK'd and I'm sending to the DC folks here as our statement, if askad. Thx. Cathy

From: Vogel, Kenneth

" Sent: Monday, June 30, 2003 &: 12 PM
To: * Hamilton, Cathy

‘Subject: fina -is this what you want""

_Tmportance Hrgh

OnJune 27 2003, the Court of Appeals for the District of Columbia Circuit decided’ Fina Oil and Chernical Co. v.
"Norton (No. 02- 5241) This case was an appeal from a decision of the District Court for the District of Columbia that
upheld a decision by the Interior Board of Land Appeals. The-appeals court reversed the decision of the district court.
MMS had ordered Fina {o pay on the gross proceeds of an affiliate of the actual lessee under the provisions of the
1988 gas valuation rules that required payment of royaities on no less than the gross proceeds accruing to the lessee.
The court held that the term lessee was clearly defined in the $tatute and the regulations and included only the person
(the particular corporation) to whom the lease was issued or who was assigned the obligation to pay royalties. In
Find's case this was Fina Oil and Chemical Co. or Petiofina Delaware, inc., but not their affiliate Fida Natural Gas Co.
(FNGC), which purchased the gas from the producers (and others) and rmsold it. Therefore the court found that the
proper valuation would be under the benchmarks . :

\/ | ) | o ~

L — S For.federal oil after June -
&1 2000, the curently applicable regulations requxre payrment on either a market basis or the afftliates gross procesds, 0
the Flna decision will not impact this period.

4

For Indian gas, the reguiations in e‘Tect since 1999 allow for the use of marksat based index values grf—*atbr than the
avefage price. For this period, there should be no significant affect from the Fina decision. For Indian oil, the
discussion of federal oil as it relates to pre-May 2000 production applies fo all production.
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McPhail, Rochelle

From: Hamnton Cathy

- Sent: Tuesday, July 01, 2003 11:56 AM

_To: - ~ - Cruickshank, Walter Quergues Denett, Lucy Trfebsch George; Herdt, Lyn; Humphnes
o ) Nicolette .

Subject: ‘FW: Fina -is this what you want’?

importance: . High

Hi - balowis our’propoéed statement on the Fina deacision,

w---~0ng|nal Message-—---

From: Vogel, Kenneth

Sent: “Monday, June 30, 2003 6:12 PM
To: Hamiiton, Cathy )
_Subject: " Fina -is this what you want?
Importance High

On'June 27, 2003, the Court of Appea!s for the District of Columbia Circuit decided Fma Ot and Chemical, Co v. Notton
(No. 02- 5241) This case was an appeal from a decision of the District Court for the District of Columbia that upheld a
decision by the Interior Board of Land Appeals. The appaals court reversed the decision of the district court. MMS had
ordered Fina {o pay on the gross proceeds of an affiliate of the actuat lessee under the provnsnons of the 1988 gas
‘valuatnon rules that requnred payment of royalties on no less than the gross proceeds accruing to the lessee. The court
held that the term lessee was clearly defined in the statute and the regulations and included only the person (the particular

_corporation) to whom the lease was issued or who was assignad the obligation to pay royalties. In Fina's case this was

" Fira Oil and Chemical Co. o Petrofina Delaware, inc., but not their affiliate Fina-Natural Gas Co. {(FNGCJ, which
purchased the gas from the producers (and others) and reso!d it. Therefore the court found tnat the proper valuation

:would be under the benchmarks.
"-..Z,Zl’lin*-' :

RGN T M“A@ﬁ&wkﬁsn@..

X —————— 5 For federal oil affer June 2000, the currently
apphcabie regulations require payment on either a market basis of the affiliates gross procaeds so the Fma decision with-
not impact this pﬁrlod

For Indian gas, the regulattons in effect since 1999 allow for the use of marknt based index values greater than the
average price. For this period, there should be no significant affect from the Fina decision.. For Indian oil, the dlSCUSS!OI‘I
of federal Oif as it relates to pre-May 2000 productlon applies to alt production. .

e e D e
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McPhail, Rochelle

From: : Herdt, Lyn

Sent: Tuesday, July 01, 2003 12:54 PM

To; Hamilton, Cathy; Cruickshank, Walter: Querques Denett, Lucy; Triebsch, George; Humphries,
Nicolette

Subject: RE: Fina -is this what you want?

I want to make sure | am reading the second paragraph correctly.
I read it to mean that the Fina decision would affect:

1. Federal ofl:
a) Only production sold prior to the June 2000 federal oil rule. This category has been addressed through qui
tam settlements. X = s
b) X Jire 20UV fUIe 8adresses this lessee/affiliate issue. “For federal on after June 2000, the currently
applicable regulations require payment on either a market basis or the affiliates gross proceeds, so the Fina
decision will not impact this period.” :
2. Indian Oit: )
a)} All previous and future oil production. X =

3. Federal Gas: :

a) Fina would impact all past and future Federal gas production because the existing gas rule has the same
definition as the old oil rule —- “The court held that the term lessee was clearly defined in the statute and the
reguiations and included only the person (the particular corporation) to whom the lease was issued or who
was assigned the obligation to pay royatties.* é’“ . - =

4. Indian as: Exisung incian 93s rute BlloWS lur usc wi Jernol Lased values.
3) “The Indian gas regulations In effect since 1999 allow for the use of market based index values greater than
the average price. For this period, there should be no significant affect from the Fina decision.”

Question: Did the pre-2000 Federal oil rule use the same “definition” of lessee as is in the existing Federal gas rule, on
_which this decision is based? | would guess yes and that is why we believe the Fina decision will affect pre-June 2000
Federal oil. If not, why do we believe this Fina decision wil affect pre-June 2000 Federal oil?

Lyn Herdt _
Minerals Management Service
Office of Congressional Affairs
lyn.herd{(@mms.gov

. 202 208-3828 (Office)
202 208-3918 (Fax)
202 258-1702 (Cell)

~—--Original Message--—

From: Hamilton, Cathy

Sent: Tuesday, July 01, 2003 11:56 AM :
To: Cruickshank, Walter; Querques Denett, Lucy; Triebsch, George; Herdt, Lyn; Humphries, Nicolette
Subject: FW: Fina -is this what you want? '

Importance: High

Hi - below is our proposed statement on the Fina decision,

—<Criginal Message—--

From: Vogel, Kenneth '
Sent:  Monday, June 30, 2003 6:12 PM
To: Hamiiton, Cathy ‘



Subject: Fina -is this what you want?
Importance: High

On June 27, 2003, the Court of Appeals for the District of Columbia Circuit decided Fina Qil and Chemical Co. v.
Norton (No. 02-5241). This case was an appeal from a decision of the District Court for the District of Columbia
that upheld a decision by the Interior Board of Land Appeals. The appeals court reversed the decision of the
district court. MMS had ordered Fina to pay on the gross proceeds of an affiliate of the actual lessee under the
provisions of the 1988 gas valuation rules that required payment of royalties on no less than the gross proceeds
accruing to the lessee. The court held that the term lessee was clearly defined in the statute and the regulations
and included only the person (the particular corporation) to whom the lease was issued or who was assigned the
obligation to pay royatties. In Fina's case this was Fina Oil and Chemical Co. or Petrofina Delaware, inc., but not
their affiliate Fina Natural Gas Co. (FNGC), which purchased the gas from the producers {and others) and resold
it. Therefore the court found that the proper valuation would be under the benchmarks.

. This ruling mainly affects federal _qés production and Indian oil production not sold at arm's-length

o

AN

f_ﬁ For federal oil after June 2000, the currently applicable regulations require payment on either a market

’ ‘Basis or the affiliates gross proceeds, so the Fina decision will not impact this period.

For Indian gas, the regulations in effect since 1999 allow for the use of market based index values gfeater than the
-average price. For this period, there should be no significant affect from the Fina decision. For Indian oil, the
discussion of federat oil as it relates to pre-May 2000 production applies to all production. .



McPhail, Rochelle

From:
Sent:
To:

Cc:
Subject:

Hamilton, Cathy

Tuesday, July 01, 2003 12:56 PM
Vogel, Kenneth

Querques Denett, Lucy

FW: Fina -is this what you want?

Ken, would you please answer Lyn's questions below? Thanks, Cathy

-----Original Message——-

From:
Sent:
To:
Subject;

Herdt, Lyn

Tuesday, July 01, 2003 12:54 PM

Hamilton, Cathy; Cruickshank, Walter; Querques Denett, Lucy; Triebsch, George; Humphries, Nicolette
RE: Fina -is this what you want?

i want to make sure | am reading the second paragraph correctly.

| read it to mean that the Fina decision would affect:

1.

Federal oil:

a) Only production sold prior to the June 2000 federal oil rule. This category has been addressed through qui
tam settlements X ~ o)
X 5

b)  The 2000 rute acaresses tnis lesseerattiliate issue. “For federal oil after June 2000, the currently
applicable regulations require payment on either a market basis or the affiliates gross proceeds, so the Fina
decision will not impact this period.”

Indian Qil: .
a) All previous and future oil production. X : =y
Fedeia Gas:

a) Fina would impact all past and future Federal gas production because the existing gas rule has the same
definition as the old oil rule -— *The court held that the term lessee was clearly defined in the statute and the
regulations and included only the person (the particutar corporation) to whom the lease was issued or who
was assigned the obligation to pav rovalﬁ_eSs.' X i ‘ ey

Indian Gas: kxisung inaran gas ruie allows for use of mizrket based values, : :

a) *The Indian gas regulations in effect since 1999 allow for the use of market based index values greater than
the average price. For this period, there should be no significant affect from the Fina decision.”

Question: Did the pre-2000 Federal oit rule use the same “definition” of lessee as is in the existing Federal gas rule, on

which this decision is based? | would guess yes and that is why we believe the Fina decision will affect pre-June 2000
Federal oil. If not, why do we believe this Fina decision will affect pre-June 2000 Federal oil?

Lyn Herdt
Minerals Management Service
Office of Congressional Affairs

lyn.herdt@mms.qgov

202 208-3828 (Office)
202 208-3918 (Fax)
202 258-1702 (Cell)

-—--Original Message—-—

From: Hamilton, Cathy

Sent: Tuesday, July 01, 2003 11:56 AM

To: Cruickshank, Walter; Querques Denett, Lucy; Triebsch, George; Herdt, Lyn; Humphries, Nicolette
Subject: FW: Fina -is this what you want?



Importance: High

Hi -- below is our proposed statement on the Fina decision.

From: Vogel, Kenneth

Sent:  Monday, June 30, 2003 6:12 PM
To: .Hamilton, Cathy

Subject: Fina -is this what you-want?
Importance: Hfgh

On June 27, 2003 the Court of Appeals for the District of Colurnbia Circuit decided Fina Oil and Chemical Co. v.
Norton {No. 02-5241). This case was an appeal from a decision of the District Court for the District of Columbia
that upheld a decision by the Interior Board of Land Appeals. The appeals court reversed the decision of the
district court. MMS had ordered Fina to pay on the gross proceeds of an affiliate of the actual lessee under the

' provisions of the 1988 gas valuation rules that required payment of royalties on no less than the gross proceeds
accruing to the lessee. The court held that the term lessee was clearly defined in the statute and the regulations
and included only the person (the particilar corporation) to whom the lease was issued or who was assigned the
obligation to pay royalties. In Fina's case this was Fina Oil and Chemical Co. or Petrofina Delaware, inc., but not -
their affiliate Fina Natural Gas Co. (FNGC), which purchased the gas from the producers (and others) and resold
;t Therefore the court found that the proper valuatlon would be under the benchmarks

"Thls ruling. maunfy affects federal gas productaon and Indran or] productlon not sold at arm's- length

N Y/ e - : — : . r

: “For fedsral ot after June 2000, the currentfy applicable regulations require payment on either a market
- basis or the affiliates gross proceeds, so the Fina decision will not impact this _period.

- ForIndian gas, the regulations in effect since 1999 allow for the use of market based index values greater'than the
average price. For this period, there should be no significant affect from the Fina decision. For Indian oil, the
- dlscussmn of federal oil as it reiates to pre- May : "000 productlon applies to all production. s -



Querques Denett, Lucy

From:
Sent:
To:

Cc: .
Subject:

Vogel, Kenneth

Tuesday, July 01}, 2003 5:35 PM
Hamilton, Cathy

Querques Denett, Lucy; Herdt, Lyn
RE: Fina -is this what you want?

Settlements close issues; we cannot collect more and companies cannot get refunds afler settlement. We did not base our
findings on affiliale sales (except perhaps Texaco for California). In any case the oif benchmarks are different and

legitimately we can use (but not depend on) affiliate sales under the first benchmark. 3( =z
K., - Y
~---Original Message----
From: Hamilton, Cathy
Sent: Tuesday, July 01, 2003 10:56 AM
© To: Vogel, Kenneth
Ce: Quergues Denett, Lucy
Subject: FW: Fina -is this what you want?

Ken, would you please answer Lyn's questions befow? Thanks, Cathy

~=-Original Message-;—

From:
Sent: |
To:
Subject:

Herdt, Lyn

Tuesday, July 01, 2003 12:54 PM . -
Hamilton, Cathy; Cruickshank, Walter; Querques Denett, Lucy; Triebsch, George; Humphries, Nicolette -
RE: ﬁna -is this what you want?

| want to make sure | am readlng the _seqond paragrabh comrectly.

| read it to mean that the Fina decision would affect:

1.

Federal oil:

8) Only production sold prior to the June 2000 federal oil rule. ThIS category has been addressed through qui
tam setliements. ) = 4T

b) ThE ZUUU e wudresses this lessee/atmiate 1ssue. “Hor reaerar oil after June 2000, the currently
applicable regulations require payment on elther a matket bas:s or the affiliates gross proceeds, so the Fina
decision will not Impact this period.” ‘

- Indian Oil; - L e e
a) Al previous and future oil productton h 4
5 _
Fedendl (:u:s

'a) Finawould impact all past and future Federal gas pmductlon because the existing gas rule has the same
definition as the old oil rule -— “The court held that the term lessee was cleary defined in the statute and
the regutations end included only the person (the pamcular corporanon) to whom the lease was issved or
who was assugned the obligation to pay royalnes X L 5

5
Inthan was. |_.-u:.ung MULEN Yas fUie diuws ful use Ul tainer vesed values :
a) “The Indian gas regulations In effect since 1999 allow for the use of market based mdex values greater than
the average price. For this penod there should be no significant affect from the Fina decision.”

Question: D|d the pre- -2000 Federal oil rule use the same “definition” of lessee as is in the existing Federal gas rule, on
which this decision is based? | would guess yes and that is why we believe the Fina decision will affect pre-June 2000
Federal oil. ¥ not, why do we believe this Fina decision will affect pre-June 2000 Federal oil?

Lyn Herdt
Minerals Management Service
Office of Congressional Affairs

lyn.herdt@mms.qov

202 208-3828 (Office)



202 208-3918 (Fax}
202 258-1702 (Cell)

From: Hamilton, Cathy

Sent: Tuesday, July 01, 2003 11:56 AM

To: Cruickshank, Walter; Querques Denett, Lucy; Triebsch, George; Herdt, Lyn; Humphries, Nicolette
Subject: FW: Fina -is this what you want?

Importance: High

Hi - below is our proposed statement on the Fina decision.

From: Vogel, Kenneth

Sent: Monday, June 30, 2003 6:12 PM
To: Hamilton, Cathy

Subject: Fina -is this what you want? -
Importance: High

On June 27, 2003, the Court of Appeals for the District of Columbia Circuit decided Fina Qil and Chemical Co. v.
~ Norton (No. 02-5241). This case was an appeal from a decision of the District Court for the District of Columbia
that upheld a decision by the Interior Board of Land Appeals. The appeals court reversed the decision of the
district court. MMS had ordered Fina to pay on the gross proceeds of an affiliate of the actual lessee under the
provisions of the 1988 gas valuation rules that required payment of royalties on no less than the gross proceeds
accruing to the lessee. The court held that the term lessee was clearly defined in the statute and the regulations
and included only the person (the particular corporation) to whom the lease was issued or who was assigned the
obligation to pay royalties. In Fina's case this was Fina Oil and Chemical Co. or Petrofina Defaware, inc., but not
their affiliate Fina Natural Gas Co. (FNGC), which purchased the gas from the producers (and others) and resold
-|t‘ Therefore the court found that the proper valuatuon would be underthe benchmarks

.ThIS rulmg mamly affects federal gas productton and Indian oil productmn not sold at arms- Iength T

_s{’—-——&; For federal oil after June 2000, the currently app]ncable regulatnons reqwre payment on either a market
basis or the affiliatés gross proceeds, so the Fina decision will not impact this period. )

For Indian gas, the regulations in effect since 1999 allow for the use.-of market based index values greater than _
the average price. For this period, there should be no significant affect from the Fina decision. For (ndian oil, the
discussion of federal oil as it relates to pre May 2000 produot|on applles to ali product:on :




McPhail, Rochelle

From:
Sent:
To:
Subject:

Thanks, Kent!

Hamilton, Cathy

Tuesday, July 01, 2003 5:38 PM
Vogel, Kenneth

RE; Fina -is this what you want? -

~—-Original Message—

From:
Sent:
To:

Ce:
Subject:

Vogel, Kenneth

Tuesday, July 01, 2003 5:35 PM
Hamitton, Cathy

Querques Denett, Lucy; Herdt, Lyn
RE; Fina -is this what you want?

Settlernents close issues; we cannot coltect more and companies cannot get refunds after settiement. We did not
base our findings on affiliate sales (except perhaps Texaco for California). In any case the oil benchmarks are

different and legitimately we can use (but not depend on) affiliate sales under the first benchmark. X'

5

X = : S

——-Original Message-——
From:

Hamilton, Cathy

Sent:  Tuesday, July 01, 2003 10:56 AM

To:
cco

Vogel, Kenneth -
Querques Denett, Lucy

Subject: FW: Fina -is this what you want7

-Ken, would you please answer Lyn's questions below? Thanks, Cathy

—-Original Masage-—-——-

From:
Sent:’

To:

_Herdt, Lyn )
Tuesday, July 01, 2003 12:54 PM ) .
Hamilton, Cathy; Cruickshank, Walter; Querques Denett, Lucy; Triebsch, George; Humphnes, Nicoletta

Subject: RE: Fina -is this what you want?

! want to make sure | am reading the second paragraph cbrreétly.

| read it to mean that the Fina decision would affect:

2. Indian Oit;

4. Indian Gas: E-)qstmg Indian gas ‘rule aflows for use of market based values.

/’

- 1. Federal onl

a) Only production sold prior to the June 2000 federal oil rule. This category has been addressed
rough qui tam settlements. “}(

) . 5

b)  lne zuuu nue agaresses tis iessewraMiawe 1ssue. “For federal oil after June 200V, e currently
"applicable regulations require payment on either a market basrs or the affiliates gross proceeds, so
the Fina decision will not impact this period.”

a) Al previous and future oil productaon X ~—-——-——'—‘""“"“‘“5
X . . . 5

3. -Federal Gas:

a) Fina would impact alf past and future Federal gas production because the emsttng gas rule has the
same definition as the old oil rule — “The court held that the term lessee was clearly defined in the
‘statute and the regulations and included only the person (the particular corporation) to whom the
lease was issued or who was assigned the obligation to pay royalties.™ A —

<

—

a} “The Indian gas regulatlons in effect since 1999 allow for the use of market based index values
greater than the average price. For this period, there should be no significant affect from the Fina
decision.”



Question: Did the pre-2000 Eederal oil rule use the same “definiion” of lessee as is in the existing Federal gas
~ rule, on which this decision is based? | would guess yes and that is why we believe the Fina decision will affect
pre-June 2000 Federal oil. If not,-why do we believe this Fina decision will affect pre-June 2000 Federal oif?

202 258-1702 (Cell) ) -

Lyn Herdt o - .
Minerals Management Service
Office of Congressional Affairs

- lyn.herdt@mms.gov

202 208-3828 (Office)
1202 208-3918 (Fax)

—----Original Message--—-—--
‘From:; Hamilton, Cathy - :

Sent: Tuesday, July 01, 2003 11:56 AM

 To: Cruickshank, Walter, Querques Denett, Lucy; Triebsch, George; Herdt, Lyn; Humphries, Nicolette

Subject: FW: Fina -is this what you want?

- Importance: High

Hi - below is our proposed statement on the Fina decision.

~---Original Message-—-

“From: . . Vogel, Kenneth )
Sent: Monday, June 30, 2003 6:12 P
To: . Hamilton, Cathy
Subject: Fina -is this what you want?
Importance: - High -

On June 27, 2003, the Court of Appeals for the District of Columbia Circuit decided Fina Ol and Chemical

W AT e

Co. v. Norton-fNo-02-5241).- This ¢ase-was-an-appeal from.a-decision of the District Court for the District
of Columbia that upheld a decision by the Interior. Board of Land Appeals. The appeals court reversed the
decision of the district court. MMS had orderéd Fina to pay on the gross proceeds, of an affiliate of the

' actual lessee under the provisions of the 1988 gas valuation rules that required payment of royalties on no

less than.the gross proceeds accruing to the lessee. The court heid that the term lessee was clearly
defined in.thé statute and the regulations and included only the person (the particular corporation) to
whom the lease was issued or whao was assigned the obligation to pay royalties. In Fina's case this was

‘Fina Ol and Chemical Co. o Petrofina Delaware, inc., but not their affiliate Fina Natural Gas Co. (FNGC),

which purchased the gas from the producers {and others) and resold it. Therefore the court found that the
luation would be under the benchmarks. : S AR

s

This ruting mainly affects federal gas production an‘d Indian oit product

N/ , | ‘
VA ; - e
N | )

- For federal oil after June 2000, the currently applicable
regulations require payment on either a market basis or the affiliates gross proceeds, so the Fina decision
will not impact this period. ~ -

For Indian gas, the regulations in effect since 1999 allow for the use of market based index values greater
than the average price. For this period, there should be no significant affect from the Fina decision. For-
Indian oil, the discussion of federal oil as it relates to pre-May 2000 production applies to all production.
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-Quefdues'ﬁer{eff, Lucy

From I ~ Hamilten, Cathy 5
“Sent: Tuesday, July 01, 2003 5:40 PM ,

To: . Cruickshank, Walter Triebsch, George; Humphnes Nrcoiette
Cc: Querques Denett, Lucy .
Subject: * FW: Fina -is this what you want? -

fyi

----- Original Messaga——

From: . Viogel, Kenneth

Sent: . Tuesday, July 01, 2003 5:35 PM

To: Hamilton, Cathy

Cc: - - Querques Denett, Lucy; Herdt, Lyn

Sub]ect RE Fina -1s this what you want?

‘Settlements close issues; we cannot collect more and companies cannot get refunds afler settlement. We did not base our
* findings on affiliate sales (except perhaps Texaco for California).” In any case the oil benchmarks are different and =~ -. .

" legitimately we can use (but not depend on) affiliate sales under the first benchmark. ». 3 = oY
X U . 5
----- Original Message——-
From: - Hamilton, Cathy -
Sent: Tuesday, July.01, 2003 10 56 AM
To: ©* Vogel, Kenneth
Cct Querques Denett, Lucy
Subject: FW: FAina -is this what you want?

Ken, w'du’id ybu'bl'e'a'se answer Lyn's questions below? Thanks, Cathy

.. -,-——-Onglnal Message—

From: " “Herdt, tyn

- Senti’ ~- -~ Tuesday, July 01, 2003 12:54PM . -
Tao: -Hamilton, Cathy; Cruickshank, Walter, Querques Denett Lucy, Tnebsch George, Hurnphries, Nrcolette
Subject: RE:Fina -is this what you want? - -

{ want to make sure | am readrng the second paragraph correctly
7 ! read it to mean that the Frna decrsron would affect

1, Federal oil; ‘
a) - Only production sold pnor to the June 2000 federal oil rule This category has been addressed throu h qur
tarn settlements 5 . %
by . “The 2000 rule addresses thrs lesseelan‘ilrate issue. “For federal oil after June 2000 the currently
- applicable reguiations require payment oneither a market basis or the affiliates gross proceeds, so the Fina-
~ - . .decision will not |mpact this period.” e
2. Indian Oil; S . , , e
a) All previous and future oil production, )L e T T2

3. Federal as: o o
a) Fina wouid impact all past and future Federal gas production because the existing gas rule has the same -

definition as the old oil rule -~ “The court held that the term lessee was clearly defined in the statute and

-7 the regulatrons and included oniy the person (the partrcuiar corporatron) to whom the lease was |ssued or
who was assigned the obligation to pay royalties.” }Q - N _ Pien

-

—

N P

o~

"4, Indiad Gas: txisung indian gas Tuié aiiows Tor use ot market based values. .
-8) *The Indian gas regulations in effect since 1999 allow for the use of market based index values greater than
the average price. For this period, there should be no significant affect from the Fina decision.”

Question: Did the pre-2000 Federal oil rule use the same “definition” of lessee as is in the existing Federal gas rule, on
whicn this decision is based? | would guess yes and that is why we believe the Fina decision will affect pre-June 2000

1



‘Federal oil. If not, why do we believe this Fina decision will affect pre-June 2000 Federal oil?

- Lyn Herdt
Minerals Management Serwce
Office of Congressional Affairs
lyn.herdt@mms.gov
202 208-3828 (Office)
202 208-3918 (Fax)
202 258-1702 (Cell)

From: Hamilton, Cathy
Sent: Tuesday, July 01, 2003-11:56 AM
To: Cruickshank, Walter; Querques Denett, Lucy, Tr:ebsch George; Herdt, Lyn; Humphrles Nicofette

Subject: FW: Fina -is this what you want?
Importance: High

Hi -- below is'our propesed statement on the Fina decision.

----- Original Message---—-

From: - ~ Voget, Kenneth

Sent: - Mgnday, June 30, 2003 6:12 PM
To: Hamifton, Cathy L

Subject: Fina :is this what you want?
Importance - High

On June 27, 2003 the Court oprpea!s for the D!StFIC[ of Columbia Circuit decided Fina il and Chemical Co. v.

- Norton (No. 02-5241).. This case was an appeal from a decision of the District Colrt for the District of Columbia
_that upheld a decision by the Interior Board of Land Appeals. The appeals court reversed the decision of the

distsict courl. MMS had ordered Fina to pay on the gross proceeds of an affiliate of the actual lessee under the

—provisions-of-the-1988-gas.valuationrulesthatrequired-payment-of royalties-on:na-less:than:the-gross-proceeds—

accruing to the lessee. The court held that the term lessee was clearly defined in the statute and the regulations

and included only the person (the particular corporation) to whom the lease was issued or who was assigned the

" obligation to pay royalties. In Fina's case this was Fina Oil and Chemicai Co. or Petrofina Delaware, inc., but not

thenr affiliate Fina Natural Gas Co: (FNGC), which purchased the gas from the producers (and others) and resold
roper valuati [e} be u derthe ben :

For federal oil after June 2000, the currently appiicable regufatioqs require payment on either a market
asis or the affitiates gross proceeds, so the Fina decision will not impact this period.

or Indian gas' the regulations in effect since 1999 allow for theuse of market based index values greater than

iscussion of federal oil.as it relates lo pre-May 2000 production applies to all production.




McPhail, Rochelle

From: . ' ‘Herdt, Lyn

Sent: . Wednesday, July G2, 2003 6:26 AM
To: Vogel, Kenneth; Hamilton, Cathy
‘Ce: Querques Denett, Lucy

Subject: RE: Fina -is this what you want?

Ken, I'll give you a call today. I'm still not clear on a number of issues | raised and a conversation with you might make it
easier for me to understand the various issues.
-

Lyn

Lyn Herdt 7 ‘
Minerals Management Service
Office of Congressional Affairs
lyn.herdt@mms.qov '
202 208-3828 (Office} -
202 208-3918 (Fax) o
202 258-1702 (Cell)

Warning: This EMail is intended only for the use of the individual(s) to whom it is addressed. {t may contain information
that is privileged, confidential, or otherwisé protected from disclosure under applicable laws.

--—0Qriginal Message-----

From: Vogel, Kenneth -

Sent: Tuesday, July 01, 2003 5:35 PM

“To: Hamilton, Cathy '

Cc: Querques Denett, Lucy; Herdt, Lyn
Subject: RE: Fina -is this what you want?

Seftiemenifs closé iSsues; we cannot colléct more and companies cannot get refunds after setflement. We-did not
base our findings on affifiate sales (except perhaps Texaco for California). In any case the oil benchmarks are
different and legitimately we can use (but not depend on) affiliate sales under the first benchmark. )(—----;S’

——0riginal Message-—
From: - Hamilton, Cathy
Sent: Tuesday, Julty 01, 2003 10:56 AM
. Te: Vogel, Kenneth :
€ Querques Denett, Lucy
Subject: FW: Fina -is this what you want?

Keri, would you please answer Lyn's queétions below? Thanks, Cathy

—--Oyiginal Message—-
From: ' Herdg, Lyn
Sent: ) Tuesday, July 01, 2003 12:54 PM : ) ’
To: Hamilton, Cathy; Cruickshank, Walter; Querques Denett, Lucy; Triebsch, George; Humphries, Nicolette
Subject: RE: Fina -is this what you want? )

| want to make sure | am reading the second paragraph co‘rrectiy.

I- read it to mean that the Fina decision would affect:

1. Federal oil: . _
a) Only production sold prior to the June 2000 federal oil rule. This category has been addressed
through qui tam settiements. X — P 5
[ — ' - 5

b)The 200U ruie acoresses this lessee/amiliate issue. “For tegeral un ahiet vune ULy, e currently
applicable regulations require payment on either a market basis or the affiliates gross proceeds,

1



so the Fina decision will not impact this period.”
2. Indian Oil : . ‘ :
a) All previous and future oil production.> y 5

3. Federal GzE:
a) Fina would impact all past aﬂd future Federal gas production because the existing gas rule has

the same definition as the old 0l rule -— “The court held that the term lessee was clearly
defined.in the statufe and the regulations and included only the person {the particular -
-corporation) to whom the. Iease was issued or who was assngned the obligation to pay rovalties.”

5
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4. Indian Gas: Existing Indian gas ruie aliows for use of market based values.
- a) "The Indian gas regulations in effect since 1992 ai flow for the use of market based index values
greater than the average price. For this period, there shouid be no significant affect from the

Fina decrsron

Questron Did the pre-2000 Féderal oil ruie use the same “deﬂnltror\ of lessee as is in the existing Federal
_gas rule, on which this decision is based? | would guess yes and that is why we believe the Fina decision wil
affect pre-June 2000 Federal oil. 1f not, why do we believe this Fina decrs on will affect pre-June 2000 Federa!

oll?

Lyn Hergt

‘Minerals Management Ser\nce
Office of Congressional Affairs
lyn.herdt@mms.gov

202 208-3828 (Office)

202 208-3918 (Fax)

202 258-1702 (Cell)

" From: Hamilton, Cathy

Sent: Tuesday, July 01, 2003 11: 56 AM
To: Cruickshark, Walter; Querques Denett, Lucy; Trrebsch George; Herdt Lyn; Humphrles Nrcoiette
Subject: FW: Fina -is this what you want? .

“Importance: High .

~

" Hi - below is our propcsed statement on the Fina decision.

From: - . Vogel, Kenneth

- Sent: Monday, June 30, 2003 6:12 PM
STo: o Hamilton, Cathy

- Subject: . Fina -is this what you want?
Importance: High

On June 27, 2003, the Court of Appeals for the District of Columbia Circuit decided Fina Oil and
Chemical Co. v. Norten (No. 02-5241). This case was an appeal from a decision of the District Court
for the District of Cotumbia that upheld a decision by the Interior Board of Land Appeals. The appeals
court reversed the decision of the district court. MMS had ordered Fina to pay on the gross proceeds
of an affiliate of the actual lessee under the provisions of the 1588 gas valuation rules that required
payment of royalties on no less than the gross proceeds accruing to the lessee. The court heid that

© the term lessee was clearly defined in the statute and the regulations and included only the person
(the particular corporation) to whom the lease was issued or who was assigned the obiigation to pay
royalties. In Fina's case this was Fina Oil and Chemical Co. or Petrofina Delaware, inc., but not their
affiliate Fina Natural Gas Co. (FNGC), which purchased the gas from the producers (and others) and
resold it. Therefore the court found that {he:proper va{uatron would be under the benchmarks ,
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X , , 5 For federal oil after
June 2000, the currently applicable redulations require payment on either a market basis or the

affiliates gross proceeds, so the Fina decision will not impact this period.” -

For Indian gas, the regulations in effect since 1899 allow for the use of market based index values
greater than the average price. For this period, there should be no significant affect from the Fina-

decision. For Indian ofl, the discussion of federal cil as it relates to pre-May 2000 production applies
fo all production. ' : .






