United States Department of the Interior

MINERALS MANAGEMENT SERVICE

Royalty Management Program
P.O. Box 25165
Denver, Colorado 80225-0165

IN REPLY REFER TO:

Honorable Rruce Rabbitt
Secretary of the Department
of the Interior

Washington, D.C. 20240

Dear Mr. Secretary:

Please find enclosed the report of the Royalty Policy Committee (RPC) (Enclosure 1) with
recommendations for revising the valuation procedures for phosphate ore production from
Federal leases in the western United States. I urge you to adopt these recommendations.

. This report was adopted by the RPC under its voting rules, with nine votes in favor, one opposed,
and four abstentions. The RPC is a committee of the Minerals Management Service Advisory
Board. The RPC includes representatives of States, which share in mineral revenues from Federal
landg, Indian tribes and allottees, whose mineral revenues are collected in trust by the Minerals
Management Service, the oil and gas and solid minerals producing industries, who pay royalties,
and the public. The membership list is enclosed (Enclosure 2).

We believe that these recommendations would establish a valuation procedure that better
represents the market conditions that affect phosphate production. Most Federal phosphate
production is internally consumed in vertically integrated industries primarily for the manufaciure
of fertilizer compounds. The internal consumption of almost all production, and the resulting lack
of open market sales, has represented a problem for royalty valuation since the early 1970's. The
Department of the Interior has used several different approaches to resolve this problem. Each
method that was used had drawbacks. The current methodology, which this recommendation
would replace, adopted an indexing methodology using the broad-based Gross Domestic Product,
Implicit Price Deflator. Analysis shows that this index has failed to reflect fundamental changes in
the phosphate industry over the last 16 years.

In 1981, when the GDP-IPD indexing procedure was adopted, the Department expressly noted
that if a better methodology was found in the fiture it would be considered at that time. The
recommended valuation procedure is, in fact, a better valuation procedurc because it is related
. more closely to the marketplace for phosphate production. As such, it would be viewed as more
. fair by both the phosphate producers and the royalty recipients, such as the State of Idaho.



Secretary of the Interior

Mor;eover, e§tablisiﬁng a market-related valuation procedure for Federal phosphate production is
consistent with present regulations, which establish value based on marketplace transactions.

Thank you for providing the members of RPC with the opportunity to advise you on these
matters, and for your careful consideration of this report.

Sincerely,

on Hoffiman
Chairman, Royalty Policy Committee

Enclosures

bee:  Solicitor of the Interior
Director, Minerals Management Service
Director, Bureau of Land Management
Royalty Policy Committee Members
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RVD Chron (2)
SMVRB (3)
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The following recommendation is, at this time, not a consensus recommendation from the

Phosphate Valuation Subcommittee. 1t is supported by industry and the Minerals Management
Service (MMS) and Bureau of Land Management (BLM) representatives; no decision has been
made by the Idaho State Lands representative or the Caribou County Treasurer representative.

1. The current indexing procedure, which utilizes the Gross Domestic Product - Implicit Price

Deflator {GDP-IPD) to annually adjust the phosphate value for royalty calculation purposes,
should be discontinued.

2. The phosphate value should be determined using a weighted composite index methodology
having the following indicies and weights:

» The Chemical and Fertilizér Mineral Mining Index (Standard Industry Code (SIC) 147),
weighted at 50 percent,

+ The Phosphate Rock Index (SIC 1475), weighted at 25 percent, and
+ The Phosphatic Fertilizers (SIC2874), weighted at 25 percent.

The phosphate unit value would be recalculated annually, as under the existing indexing
procedure.

3. This recommended methodology should continue for 5 years, at which time the methodology
and the values determined thereunder will be examined to assure there is a continued
relationship to the marketplace.

4. The valuation methodology applies only to Federal phosphate production; there is no Indian
phosphate production. State or fee phosphate leases are also unaffected (unless the parties to
the lease elect to use the Federal valuation methodology).

5. The recommended composite indexing method will not be retroactive. The methodology will
become effective if and when approved by the Department.

Problem Statement

1. There is a lack of open market (arm’s-length) sales of phosphate ore, the product on which
the value for royalty purposes is based. The Western phosphate industry has been, and
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continues to be, characterized by vertically integrated companies. These companies consume
virtually all phosphate ore production internally, to make a variety of downstream refined
phosphate based fertilizers and elemental phosphorus.

About 16 years have elapsed since the Department of the Interior (Department) adopted an
indexed valuation adjustment method using the Gross Domestic Product - Implicit Price
Deflator (GDP-IPD). As expected, the P,0; unit value has steadily increased each year,
consistent with the use of a broad-based measure of price changes such as the GDP-1PD.

Comparison of the Federal GDP-IPD indexed-valuation methodology to the market shows
that its use has failed to accurately track the relative rise and fall of a single product or market
such as that for phosphate rock. Therefore, a valuation problem currently exists.

The valuation problem will grow with continued use of the GDP-IPD. The continued use of
the GDP-IPD will increase the P,0; unit value at the same rate as the IPD deflates the GDP.
This is not a true reflection of changes in the phosphate marketplace because it does not take
into consideration the changing phosphate product consumptive pattern and the ancillary price
impacts on phosphate ore.

Issue Analysis

Valuation Prior to 1975

*

Prior to 1975, phosphate royalty payments were based on a lease-imposed minimum rate of
$0.25 per ton'. (See Enclosure 1 for table and graph of historical Federal valuation of western
phosphate production.)

luyation from 1975 8

In the carly 1970's phosphate rock prices rapidly increased, surpassing the $5 per ton
benchmark price for application of the S-percent royalty rate. (See Enclosure 2 for table and
graph of phosphate rock prices.)

In 1974, an audit by the Department (the Office of Audit and Investigation) concluded that the
Federal Government was not following its statutory mandate to collect not less than 5 percent
of the gross value.

! Federal phosphate leases have historically carried lease terms requiring royalty to be paid on

the greater of either $0.25 per ton or 5 percent of the gross value. Under this term, the S percent
rate applies whenever the gross value exceeds $5 per ton. Prior to 1975, the value was assumed
to be less than $5 per ton and thus the royalty rate remained fixed at $0.25 per ton.



Required use of the ad valorem royalty rate introduced a new problem: The western
phosphate industry is, for the most part, a vertically integrated industry internally consuming
phosphate lease production in either electric furnaces to make elemental phosphorus or in wet
acid plants to make a variety of phosphate-based fertilizers. The absence of significant
quantities of open market sales was problematic since the ad valorem royalty was based on the
unit sale or contract price obtained under bona fide arm's-length sales.

Following extensive analysis over several years, then Secretary of the Interior Thomas S.
Kleppe decided on May 13, 1976 (Enclosure 3), to use a net back valuation methodology
wherein open market (arm's-length) sales of beneficiated phosphate rock would be adjusted
for beneficiation and related costs to arrive at the gross value of mine output, which is
phosphate ore. This "Kleppe Method" valuation procedure was made retroactive to
January 1, 1975. (See Enclosure 4 for Kleppe Formula methodology.)

The Kleppe Method was difficult to administer. In an advance notice published in the Federal
Register at 45 F.R. 74065 on November 7, 1980 (Enclosure 5), the Department stated that
there were two problems related to the continued use of the Kleppe Formula:

During the period 1975 through 1979, arm's-length sales, both long term sales and
spot sales, were of sufficient magnitude to establish a realistic product value. In
1980, however, arm's-length sales diminished to less than 1 percent of total mine
production in the western phosphate region.

% % % ¥ *

Also, this method was cumbersome, as it required the phosphate lessees to
submit all their cost and sales data. These data, in turn, were audited by the
Department and, after several months, a gross value was established. In most

years, the royalty assessment was not determined until after the mining year
was completed.

To overcome these problems, the Department recommended adoption of an index adjustment
methodology; however, no specific index was recommended. The Department also solicited
proposals on other methods for valuing phosphate ore.

luati 98 resen

Effective January 1, 1981, the Department adopted the index-based adjustment for P,O; unit
value determination in a Federal Register release at 46 F.R. 9210, dated January 28, 1981
(Enclosure 6) (for an explanation of the GDP-IPD, please see Enclosure 7). The index
selected was the Gross National Product-Implicit Price Deflator, as published by the



U.S. Department of Commerce, Bureau of Labor Statistics. In selecting that index, the
Department left open the question of future valuation procedures, stating;

If a better method is developed that more accurately reflects the value of
phosphate rock, it will be considered at that time.

The MMS has routinely recalculated each year’s value and provided that value to industry.

By 1995, MMS recognized that the GDP-IPD adjustment mechanism was developing values
that didn’t appear to correlate with phosphate market changes. Moreover, if allowed to
continue, the GDP-IPD adjusted phosphate value would eventually become completely
unrelated to the marketplace. The Phosphate Study Group and later, the Phosphate Valuation
Subcommittee, was formed to examine whether an alternative valuation methodology could
be agreed upon to replace the GDP-IPD index. The chronology of the Phosphate Valuation
Subcommittee is found as Enclosure 8. The principal participants of the Phosphate
Subcommittee is found as Enclosure 9.

Detail Iuation Pr 1

Use Praducer Price Indexes (PPI):

- PPl measures average changes in selling prices received by domestic producers (import
prices arc cxcluded)

- Emphasizes the reporting of realistic transaction prices, including discounts, premiums,
rebates, allowances, etc. rather than list or book prices. No “futures” are used.

- Prices reflect “point of production,” exclusive of transportation.

No single index best represents the western phosphate industry. However, a composite of
PPI’s that are closely related to the phosphate mining industry provide a measurement that’s
better than the existing GDP-IPD index:

1. The Chemical and Fertilizer Minerals Mining Index represents the output of basic mining
for phosphate, sodium, borates, and potash. This is the principal index for measuring
mining output, excluding nonfuel and nonmetals. Also, these minerals are produced
extensively in the western United States, therefore, this index is responsive to changes in
western mine production.

2. The Phosphate Rock Index represents beneficiated rock prices, nationwide. The
nationwide output of phosphate rock is dominated by Florida’s production; therefore,
even though this index would seem to be most closely allied with the western phosphate
producers, it cannot represent the single best indicator of Idaho production, particularly
since almost all of the Idaho phosphate production is not sold on the open market.



3. The Phosphatic Fertilizers Index emphasizes price movements of downstream phosphate-
based fertilizers that were manufactured from phosphate rock. All phosphate producers
do not make fertilizers — some are elemental phosphorus producers whose downstream
refined products are not used in the fertilizer industry. Therefore, this index, in itself, docs
not represent downstream price changes for all phosphate producers.

The weighted composite index methodology is shown in Enclosure 10, As under the e)ustmg
methodology, the unit value of phosphate ore is determined with reference to the prior year’s
index value compared to the base year value. For example,

Existing methodology:

1996 Phosphate Unit Value = 1979 Base Year Unit Value x 1995 GDP-IPD

1979 GDP-IPD
1996 Unit Value = $0.337/Unit x 107.5 = $0.6551/Unit
55.3
Revised methodology:
1996 Phesphate Unit Value = 1987 Base Year Unit Value x 19935 Composite Index

1987 Composite Index

1996 Unit Value = $0.5038 x 111.98 = $0.5822/Unit
96.90

* Do not retroactively correct or change royalty payments from past years; however, compare
the weighted composite index value retroactively to the GDP-IPD based value to form a basis
for correcting for actual phosphate market trends Using this comparison technique, 1987
forms a new base value year, when the GDP-IPD indexed value and the composite indexed
(market based) value coalesced. (See Enclosure 11 for graph of comparison.)

* Do not apply a one-time Kleppe Formula (net back) to determine actual industry production
costs and revenues for the same reasons that were acknowledged by the Department in 1980:

- There is a continued lack of bona fide open market sales from which to base overall
revenues and prices;

- The process takes too long and is cumbersome, entailing extensive data collection and
consuming audit resources.



Reexamine the phosphate value every 5 years, to ensure that the new valuation methodology
is, in fact, reflecting changes in the western phosphate industry. If the revised valuation
methodology is accepted in 1997, it will be reviewed in 2001.

Revenue impact is difficult to predict because the selected indexces are relatively more volatile
than the GDP-IPD and they will follow market trends. Had this index been adopted for 1996

the impact would have been an annual reduction in royalty of about $444,000, or about 10.6
percent.



Enclosure 1

Federal Phosphate Valuation Over Time
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Federal Phosphate Unit Values

Enclosurel

1965 - 1996
Year Unit Value
1965 $0.1914
1966 $0.1914
1967 $0.1914
1968 $0.1914
1569 $0.1914
1970 $0.1914
1071 $£0.1914
1972 $0.1914
1973 $0.1914
1974 £0.1914
1975 $0.1914
1976 $0.2820
1977 $0.2820
1978 $0.2860
1979 $0.2860
1980 $0.3370
1981 $0.3672
1682 $0.4011
1983 $0.4272
1984 $0.4447
1985 $0.4606
1986 $0.4787
1987 $0.4909
1988 $0.5038
1989 $0.5218
1990 $0.5415
1991 $0.5638
1992 $0.6011
1993 $0.6211
1994 $0.6380
1995 $0.6478
1996 $0.6511
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Western and Eastern Phosphate Unit Values

Enclosure 2

1965 - 1994
Yoor Western Value Eastern Value
1965 $0.2412 $0.2214
1966 $0.2768 £0.2235
1967 $0.2847 $0.2097
1968 $0.2689 $0.2003
1969 $0.20615 $0.1845
1970 $0.2706 $0.1757
1971 $0.2272 $0.1793
1972 $0.1985 $0.1745
1973 $0.2553 $0.1924
1974 $0.4564 $0.3879
1975 $0.6080 $0.8643
1976 $0.4519 $0.7353
1977 $0.6181 $0.5666
1978 $0.6644 $0.6089
1979 $0.7043 $0.6662
1980 $0.5251 $0.5764
1981 $0.6180 $0.6833
1982 $0.6906 $0.6389
1983 $0.7942 $0.5822
1984 $0.8228 $0.5873
1585 $0.8012 $0.5857
1986 $0.6962 $0.5546
1987 $0.4515 $0.4978
1988 $0.5703 $0.4923
1989 $0.5746 $0.5617
1990 $0.5886 $0.6002
1991 $0.5544 $0.6093
1992 $0.5199 $0.6055
1993 $0.5567 $0.5734
1994 $0.5124 $0.5502
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Enclosure 4

Kieppe Formula -
Unit Value Determination 1979

Gross Value of Beneficiated Rock = $20.00/Beneficiated Ton

Less

Mining Costs 5.333/Beneficiated Ton
Processing Costs ~ 5.000/Beneficiated Ton
Total Costs 10.333/Beneficiated Ton

Total Profit = Gross Value - Total Costs = $20 - $10.333 = $9.666

Mining Profit (Proportioned) = 5.333 = $4.989/Beneficiated ton
10333

Ore-Eduivélent Value of Beneficiated Rock = $5.333 + $4.989
| = $10.322

Crude Ore Value =$10.322 x 0.75(dilution factor) = $7.74

Value per Unit P,0; = $7.74 = $0.337
- - 229
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tod: January 16 1041

‘DEPARTMENT OF THE INTERIOR
Gcolog!ed Sucvey
COatputtuon of Ropiﬂu on

mmummmwnm

mcv: Depastment of the [nterfoc
Gealogical Survey. -

_actione Adoption of mathed of

computing royalty psyments ta the -

Fedaril Government go phosphats rock -

mined on westem public lands.

. s{uamanry: This notice snnounces the

onCtﬁdAbuuand
_N-ci-Ct aeting -

Natice {sihereby glven pumun( o idOpIion of & new metiiod for
. pubuc Law {2443, of the meeting of the_ determining mide values for the purpase .
Bowrd bo Child Atruse and o <Gi@puting royaltics aa phosphato -
Nq!edou] auary . 1941 from &30 rock produced on Federsl leases in the

am to 300 pim., Rooms/339A & 337A.

. Hubert H Huhipheey Byllding. 201

independencnAvenae, S W, . :

Washingtoan. TA\C. |- !

: The Adet Bysardjun C.hlld Ahuu
and Neglect way estatilished by the
Depariment of Raelthfand Human
Services Lo assis) thefSeq uryln :

States of 1daha, Montane, Utah. and
Wyoming:’
BUPPLEMENTARY INFORMATION
‘By notice published in the Federsl -
Raglator wte Noveadeer 7. 1000 {Val. 46,
No. 218, p. 74045 and 740668}, it wes
proposed that the method utilized for

_ determining value for phasphate fock

coordinating pro i3 ld!vltle: mined on Federal lands that hed been
felsted to child af md .adapted on My 13, 1976, by the
plenned. adminiet

or mhtedby Secyetary of the Interiar be replaced by

the Federal age.nd & new method. The new method

representatives ardimembers of the . propased in the riotice was Lo adapt the'

. Advisory Board Mvﬁqtyﬂoud o vdceofmloréacbuniloﬂ‘.o. .
shell also assist tf cretary in tha ~ mitied  (Exch unit represents 1 percent

- development of ¥hdepal standerds foc .~ of POyIna ton of phosphate rock ) Thix
child abuse andfiegldct preveation and Is the samé base value that is currently
treatment progryms edd projects. . - atilized for phosphate mined oo Indian
- At thiz meetigg the dvuotyBoud . lands in dsha. The propased new:
will discuss thy Oversiy lHut(ngt

_method would adjust the unit value of
" PiOy anpuslly based an an index. The

. . Coosumer Price lndex-Urban (CPI-U} is
" the Index currenttly uted for adjusting

befare the Hogse subodmm ~
Select Educa! Jocz: tha Fibding o(the _
Nationsl Study of the InHdance and
‘Severity-of dAbuu . Ncglod:

unit velue of phosphete rocks mined oa
phm{orth Fifth Nationyl Conference: -  Idaho Indlan lands, However. oo -
- on Child. and Negled and the .

.. specific index wae proposed for use en

' Annusl Repo Foderal lands. The notice requested

Furthe,

110 the
ormation on W

Tisor

: comments be made with regpec! 1o: {1}
Board mg ttnxmﬂnub ned from selection of en index end (2) proposels
‘&lﬁg\d E ﬂ::fdoﬁg; {Genter oa foc other methods of phalphl.lc ote .

o 3754,
Doonolide Building, P.O. Box T az. T

Washifgton, D.C. 20013, Telephiode (m,
BYO8

Adlisory Board meetings cm open (or
public obeervetion
ilure to give 15 days notice I\ due to
the uncertainty of knowing whether -
funds would be available to provide
travel for the public members.

valastion.

Comments
Three com::ﬂenls were received on the

method for valuing westerm phosphate
. rock at the mine.

One commentor stated that the
- Department must demonstrate that less
thaa 1 percent of the 1980 sales ere
arms-length sales. 0 ouwr previous aatice

——

- had lutcd.'ﬂt{t commmt wunot -_'- E .

adapted since It s not relevent 1o the
_Indexor method 1 be used. The US,
Gaologleal Survey (USG) statements ln
this regard in the arlginel mljoe were
oaly foc information and not disectly
related to the method of computing
royaltios.

Anather commentor suggested that -
elther the Gross Netlonal Product-
Implicit Prica Deflator {(GNP-IPD) o the
CP1U1 b usad to adjust the unft value of
phosphate rock. It wes also suggested
that If & lesses hiad sulficient arms-
leagth salcs that the propartional pmﬂl
methad should coatinue to be used by
those lesseer. Tha g toa to use the
GNP-IPD index wes s xpicd. but the
srcond suggestion for eoatinued usa of
the proportional mathod was oot
adapted since diiferent lessecs in the
same sres milning similar grade ore
would be using different metkods to
determine value of phosphate rock.

The third commentar recommended
thet the GNP deflation be used as a0
index for sdjusting the value of
phosphate rock for royalty purpoves” =
instead of the CPI-U since the GNP-1PD
maore securstely reflacts inflation

" because it covers the prices of afl goods

and services. We agree with this
reasoning and have sdopled the uee of
Wea CNE* 1D as e ol appcagwiate
index. The commentor slaso . o
recommended thel, st some future date. -
the USGS consider an additionel

formula to salely reflect fluctuation ia

the western phospate market If a better
method is developcd thet more

accurstely refiects the value of

_phosphate rock, If will be oonndered at
- thettie.

Method of Compuuﬁou of Royalncc oa. ‘
‘Phosphate Productioa oa Western
Public Lands »

The new medﬁd of u.Icuhtmg .
royaltics is effective as of Januery 1.
1981, and will gtilize the base valug of-

'$0.337 for each unit of PO, mined. The
.- base ynit valua of $3.337 1¢ lndexed to

tha average annual GNP-IPD index for

" 1679, as published by the US. -

Department of Commerce, Bmuu ol
Econamic Analysis.

The unjt velue (or each l:l.kndu yeer
will be sdjusted annuilly by muluplymg
$0.337 by the average anousl GNP-IFD
index for the preceding calendar year
and dividing the product by the aversge
annual GNP-IPD lndcx for 1879. This -
will establish the unit value for
cotaputing royalties for the current,
yexr's production. For examplie, the uail
value of phosphaté rock productian for
calendar yenr 1981 will be 50337
multiplied by the 1980 annual average 9‘
the CNP-1PD :ndu: this product will be
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divided by Ih(CNP-IPD for 1979, which.

* {8 18546,

Bayalfies due the Unltqd"Slqlu on

" each moath's production will be

computed as {ollows: The unit value. a¢
derived above, rounded 1o the nearest
hundredth of a ceall will be multiplied
by the units of P,0, in & dry short ton of
are rounded to two dedmel places (o
ualt of PO, is equlvalent ta 1 peecent
PyOs In & 100 of ore). This figure 14 then
multiplied by the tons of the cre shipped

" from the mine during the moath. To

determine the umount of royalties to be
peld, this figure s maltiplied Ly the

rcrcgntase royalty required under the’
. e

ase agrecment.
. This method for establishing

_reasonsble valucs for phosphate rc;ck at
the mine will bé used for ol phosphate

productica from Federul leates In the
States.of [daho, Montana, Utsh. and
Wyoming

. Dated: January 18, 109L

Joba |. Dregoaeed,

Deputy Division Chisf—Ocshare. Mineroks

. Regubilion

IFR Do £1-2042 Flad 1-T -0 &M o]

Copics are available for inspection at
following locations:
Of{joe of Communlcation. Room 7200,
I\teriar Bullding. Washington, D.C.
20040, Telephone (202] 433171,
Portikad Ares Office, Bureau of Indian
- Affhris. Land Services, 1425 N.E.
ddg. P.0. Box 3785, Portland,
rgda 97208, Telephnooe (503] 231-
a74s. \ :
Caolville Agency. Bureau of indian
* Affalrs, RO. Box 11, Nespelem, ’

Washingtion 29155, Telephone {509)

8344901, \

Single copicy of the Delt
Enviroamentsl Yopact Statement roay
be obt:l.ncd frod lht Pﬂflll.l'ld Area
Office, Buresu of Ypdiari Affalrs. Land
Services, 1425 NE. Yrving. P.O. Box 3785
Portland Qregon 97286, -

Oral andfor wrilted comments will be
recelved st a public heyring held at 7:00
p.mu, February 25, 1861t the City Hall,
Coulee Dam, Washingtod :

Oral and written commints by
interested parties are invitdd Oral
stalcments by any party will be limited
10 no mare than ten (10} mifiuges.”
Written slatements can be entyred into
the record by filing & capy with'the

' Juas Ouu'x\lf. {n nO-r‘th-vgl(c Nc;r

Mexico. The proposed proffet will
coaslst of & 10 year leascAvith an optivu
to renew for 10 yearu. Explocation
conducted in the late 10008 hes
indicatad arpmﬂnu ly 810 enillion
tons of coel that caglbe slripped-mined.
. Coples are avaldble for Inepection at
the following locgtions: -

- PBurcaw of Indisg Aflalcs, Dcm@cnt of

the lateriar, Frvironmental Quality
Services, Reh €552 Washington, D.C.
20245, Telephone: (202) M3-8242
Albdquerquf Area Office. Buresu of
lodien Affalrs, Environmental Guality
Servicey, 500 Cold Avenue. SW_P.O.
Box 2088, Albuquerque, New Mexico
67103, [Telephone: {505) 768-3374

 Ute Mojntaln Ule Agency. Bureau of

1odign Affairy. Towsoc. Colorade
511K, Telephone: (303) $85-8471.
Cologhda State Division of Planning. 524
Stf1e Soclal Services Bullding. 1575
Shermen Street, Denver. Colarade
ghzms, Telaphone: [303) 892-2178.
flngle coples of the Finel
hviroamental Slatement may be
Jdblained from the Albuquerque Area -
fpflice. Bureau of Indian Affsirs.
Environmental Quality Sérvice. 500 Gold

presiding officer. ) Avenue, SSW., P.0. Box 2066
Rureau of Indlan At{alcs Comments oo the DEaIl_Envlmn aental | Albuquerque, New Mexica 87101
: . . lropact Statement are invited from Dated: January 22 1091
| (hToErs 814) interested pasties and should be ot 5. Kot

forwarded to the following official Y
later than March 31, 1981 Bob Taylor, -
- Enviroamental Coordinator, Portlgnd

. Speciol Assistant to Assistant Secretary of ‘
the {nterioc. ‘ ’
% Cwc 1-30M Fled b 541 &4 aa]

Moynt Tolman Proposed Open Bt~
Copper—thotybdenum Mine; DEIS

Avallxbllity Arca Office, Buresu of Indian Affai co0C vl
SN Y 4 Lund Services, 1425 NE. Irving. 2.0 Bax \ o oo ©

STEN \ Burcau ol Indian Affs 3785, Portiand, Qregon 728 (Yelephone R -

"?‘-c"“‘ : P (sa3} Zy1-e748) S ay of Land Managemait
- suuaany: Cursuaat 10 Secfica 102(2)(c) Dated: 23 1981 ‘ - '

of the Natiodgal Environmg£ntal Pollc; : ‘Codl 5. !lllﬂ;ll'l ! . bamz; Availabliity of Final Southea

Act of 1963, lye Departmbat of the ; YT A ’ Appulachlan; Enviconmaents! impact
 Interiae hac pipared e Draft - mdAuumnlmMsula : Secretary of Statdmant o P

Envirounental Rtatemtat for the R Dc. 3w Piid L7 < fomy ~ ) . aa - Buredu of Land Management.

proposed open-fil copper-malybdenum

3 In )
mine on tie Colvije/indian Keservatioa, raima cooc ana . Aé:'::::' otice.
Ferry County, Wesfington. | , _

g b %lggpoud agifya {s the approval {INT FES 81-4] sUMMARY: Rurtyant to Section 102(2)(C
by perimedl o Interdor of & : of the Natlohxl Enviroamental Policy
lease of Colviilefixibahlands for the Ute Hountaln Ute Strip Act of 1969, o\tice is Kereby given that
purpose of minffg copplr and Hine; E1S A A o .- theBureaual Mansgement (BLM
Molybdenum. The lease hreaIs cnlirely  AGEMCT: Bureay/al Indian Affairs. . Department of the Interidt, bas prepar
located on the/Calvilie B ztion; SUMMAKYS enl to Section 102(2}{C) ~* find environmépfal impact statemer
Ferry Counly/ noctheusterth\Washington.  of the Nati Enviroamental Policy ~ - {EIS} for the propdged development of
The proposefl profect contengplates Act of 1963, fhe Depariment of the . Federal coal resouscet in the Alebam:

.open-pit miging of 900 millicd\ toris of‘
tow grade fapper and molybdknum ore

from the JL Tolmen arca overy period proposed kuip coal mine on the Ute
“of 43 yands al & produciion rate §l A0D00 Mountalf tHa liding Resarvation. San
tans per flay. In sddition ta the \ina the  Juan ty. Colarada,
project jeould consist of (1] a flotation The froposed action is the approval
- mill plyfat designed for the produchon of - by thy Department of the laterioc of &
: ;::]p - :ng.molyl;dfi:\um c:;\acln réles,  leasq of Ute Mountain Ute Tribal lands
wagte disposs| sites, an support  for fhe purpose of mining coal. The lease
{ecililies. including a transmisgioa line arc ja ‘:u(imly locl!eciinfu-(hc Ute
and ¢ weter pipeline. - Mountain Ute Indlan Reservation. San

subregion of the Sodthern Appalechia
coal Production Regifn. Copies of the
final FIS are availebléto the public st
tha addrnesas pruvided balow.

. In sddition, in accordince with 43
CFR 3420.6-2. BLM is fss scallfo
submission (o the BLM of\wri
surface owner conserits giten by
qualified surface awners
permit mining of Federa! coa
identified tracts where the

repared & Final .
Environmehtal Statement for the -



Enclosure 7
The Gross Domestic Product - Implicit Price Deflator
The Implicit Price Deflator (IPD) is the ratio of current-dollar Gross Domestic Product (GDP) to
constant-dollar GDP with the decimal point shifted two places to the right.
For example, for the 3rd Quarter 1954:.
Current § = 6791.7
Constant § = 5367.0

6791.7 =1 2654555
5367.0

Move the decimal two places to the right to get 126.5, which is the GDP-IPD for 3rd Quarter
1994.

Although used by many businesses to measure the effects of inflation, the Bureau of Economic
Analysis, Department of Commerce, states that it is not an inflation index. The GDP-IPD
represents a different kind of an index, as indicated by the term “implicit.”” The GDP measures
total expenditures in an economy, including personal consumption, government expenditures,
investment expenditures and so on. Each of these categories possesses its own inflation index.
Therefore. when the sum of the actual (current dollars) expenditures is divided by the sum of the
deflated expenditures (constant dollars) the result is the GDP-IPD. The IPD is, thus, not actually
used to deflate the GDP, but summarizes the total effect of all inflation indexes. In summary, the
IPD is actually a weighted average of each inflation index, with the weights being the proportion
(expenditures) of GDP. Expressed alternatively, the IPD not only measures changes in prices but
also changes in the composition of the GDP.



Enclosure 8
. Chronology of the Phosphate Subcommittee

March 1995 The Minerals Management Service contacts the State of Idaho, industry, and the
Bureau of Land Management (BLM) asking for expressions of interest to form a
study group to examine the Federal phosphate royalty valuation issue.

June 1995 All parties have responded in the affirmative and the group meets in BLM’s
Pocatello office. During that meeting, the parties are briefed on: 1) the
phosphate valuation issue, 2) the Federal Advisory Committee Act and the
relationships of the Royalty Policy Committee (RPC) and the various
subcommittees.

February 1996 In a letter dated February 2, 1996, the RPC Chair notifies the Chair of the
Phosphate and Other Leasable Solid Minerals Subcommittee of his decision to
segregate the phosphate valuation issue. In doing so, the Phosphate
Subcommittce is created.

April 1996 The Phosphate Subcommittee meets on April 25, 1996, at J.R. Simplot’s office
in Pocatello, Idaho. Rules for conducting the meeting and for approving
recommendations are established. The composition of the Phosphate

. Subcommittee is modified, with the Caribou County' Treasurer substituting for
the representative from the State Treasurer’s office. Issues to be
addressed by the Phosphate Subcommittee are:

« Has the phosphate market changed in the last 15 years? If so, how has it
impacted valuation?

« s the index adjustments using the GDP-IPD accurate? Is there an alternative,
more accurate, method of valuing phosphate ore that should replace the GDP-
IPD adjustment method?

+ TIs the value accurate or should it be adjusted?

The Phosphate Valuation Subcommittee agrees to meet again when a proposal
is made.

July 1996 MMS representatives and BLM representatives from Idaho meet on July 23 and
24 with a representative of the Washington Office, BLM for briefing on the
purpose of the Phosphate Subcommittee.

. ! Almost all phosphate mining occurs in Caribou County, Idaho.



November 1996

January 1997

The Phosphate Subcommittee reconvenes on November 19, 1996, at BLM’s
Pocatello office to discuss an October 31 written MMS proposal to use a
weighted average composite index to adjust the annual unit value for
phosphate valuation. The members agree to review the proposal and
reconvene in January 1997.

The Phosphate Subcommittee reconvenes on January 22, 1997, at BLM’s
Pocatello office. Industry and BLM concurs with MMS’s proposal.



Name

Sharon Marray
Roger Kunz

David Farnsworth
Jon Goode

Roy Bunderson
Robert Black

Diane C. Meads
Peter Oberlindacher
Fred Hagius

Herb Wincentsen

Huai Su

Enclosure 9

mmittee

Organization
Idaho Department of State Lands
FMC
Monsanto
NuWest Industries, Inc
Rhone-Poulenc
J.R. Simplot
Caribou County Treasurer
BLM, Boise
BLM, Pocatello
MMS, Royalty Mgmt. Program

MMS, Royalty Mgmt. Program
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‘ ‘ : Phosphate Composite
Phosphatic Chem & Fertilizer Rock Price Composite Index
Ferilizer Index Mining Index Index index Unit Valug |
127.30 99.60 - 81.30 101.95 $0.5301
126.00 104.70 88.20 105.80 - $0.5506
"115.70 106.70 93.80 105.73 | $0.5497
~ 117.90 108.50 96.80 107.93 $0.5611
107.60 108.30 103.70 106.98 $0.5562
97.50 104.30 97.40 - 100.88 $0.5245
118.60 102.10 94.60 104.35 $0.5425
142.10 103.90 98.00 - 111.98 $0.5822
25% 50% 25%
111.60 96.40 83.20 - 96.90
Base Unit
alue (1987) = $0.5038
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Indexed Phosphate Unit VaIue

Indexed value Using Composute Index

1987-1995
Unit Value, P205%/st
0.7 -
- Composite
0.65 || indexed Value
- e
0.6 Federal Value
| ——

- 0.55

0.5(%

' 0-45 ! ] 1 . ‘I ) X
87 88 89 1990 91 92 93 94 95




