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5. Production rate for the second year is 12
BOPD.

6. Using the formula, the royalty rate is
calculated at 10.1 percent. Since the 6.9 per-
cent second year royalty rate is less than
10.1 percent, the applicable royalty rate for
third year is 6.9 percent.

10.1%=0.5+(0.8x12)

7. Production rate third year is 7 BOPD.

8. Using the formula, the royalty rate is
calculated at 6.1 percent. Since the 6.1 per-
cent third year royalty rate is less than the
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qualifying (maximum) rate of 6.9 percent,
the royalty rate for the fourth year is 6.1
percent.

6.196=0.5+(0.8x7)

9. Production rate for the fourth year is 15
BOPD.

10. Since the production is at the 15 BOPD
threshold, the royalty rate would be the
lease royalty rate. However, since the 6.9
percent second year royalty rate is less than
the lease rate, the royalty rate for the fifth
year is 6.9 percent.
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APPENDIX

US DEPARTMEN) OF THE INTERIOR

STRIPPER ROYALTY RATE REDUCTION NOTIFICATION

NOTE: Reduced Royalty Rate is not effective until the month after this notification is received
by the Minerals Management Servico. Sea 43 CFR Part 3100 for complete instructions.

OPERATOR NAME: DATE SUBMITTED ______ =
OPERATOR NUMBER:
FERSON TO CONTACT
AREA TELEPHONE EXTEN
CODE NUMBER
QUALIFYING QUALIFYING CURRENT
LEASE AGREEMENT OR CURRENT ROYALTY ROYALTY EFFECTIVE
NUMBER(S) NUMBER W1 PERIOD 2 RATE RATE \3 DATES

NOTE: THIS NOTIFICATION MUST BE SUBMITTED TO MMS AND ALL PAYORS ON THE LEASES.
\1 Inchude agreement number for any lease located in an agreement. All leases in the agreement must be listed separately.

‘2 Infial qualitying period August 1, 1990, through July 31, 1991, or current period. i the property does not initlaily qualify,
subsequent qualifying period would be the latest 12-month period befora the property qualifies (L.e., a 12-month rolling
average).

\3 Current period royalty rate must be compared to qualitying period royaty rate and the lower of the two rates wiit be the
royatty rate lor the subsequent year, when notlfication is recalved by MMS,

£ MNS-QI7T 1892

[48 FR 33662, July 22, 1983; 48 FR 39225, Aug. 30, 1983, as amended at 49 FR 30448, July 30, 1984;
53 FR 17354, May 16, 1988; 57 FR 35973, Aug. 11, 1992. Redesignated at 61 FR 4750, Feb. 8, 1996]
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