Chapter 9
Volume/Value Allocation Tools

9.1

9.11

The P&R has an automated volume and value allocation tool. It uses the rolling
weighted average method where the Production Available for Sale equals the
Beginning Inventory plus the Inventory Adjustment plus the Units Produced.

The Allocation Ratio equals the Lease-level Production Available for Sale divided
by the total Production Available for Sale from all leases.

You may use another allocation method such as First In First Out (FIFO), as long as
you use it consistently; however, you cannot then use the automated P&R
allocation tool.

Original P&R Allocation Option Information

The advantages of using the built-in allocation tool are that you enter less data.
Also, when we conduct a compliance analysis on your property and see that you
have used the tool, we won’t have to scrutinize your allocation methodology to
determine whether you did the allocation correctly.

You can’t use the allocation tool if you have more than one product such as light
and dense soda ash, multiple remotes rolled up into one, or more than one royalty
rate for any lease during a single sales month.

If you have five or fewer remotes, you cannot roll them up
NOTE , o .
because each of the five or fewer remote sites is required to be

established as a separate remote sales point.

Lease Level Data Input If Using the Allocation Tools

The only lease-level data needed for input when using the allocation tools are the
Inventory/Volume Adjustment and Units Produced. This will allow the Production
Available for Sale to be calculated for each lease.
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9-2

9.1.2 Mine Level Data Input If Using the Allocation Tools

The following mine-level data listed is required to use the Volume and Value
Allocation tools:

Total Unit Sold

Total Units Transferred (to a remote)
Total Gross Proceeds

Total Allowed Transportation Cost
Total Allowed Processing Cost

EXAMPLE

e Total Units Sold = 500 tons.
e Total Units Transferred = 50 tons.

Once you have entered the Total Units Sold and the Total Units Transferred, click on
the Allocate Volume button. The tool will calculate the Units Transferred = 25 tons,
the Units Sold = 250 tons, and the Ending Inventory = 500 tons.

You must use the Volume Allocation tool prior to using the
NOTE .
Value Allocation tool.

OME Control Number 10100120, Expiration Date; 10312007 =

Mine Name i e Sales Month/Year
MARTIN COAL MINE Federal State Fee May, 2007 Mine Coal

Total Units Sold Total Units Transfemred:

Total Gross Proceeds: 50 Tatal Allowed Processing Cost: 50 Allocate Valve |
Tatal Allowed Transportation Cost 30
[ Calculate Royalty Due | [ Save Before Submiting |

Lease Number: MTM111112 Royalty Rate/Fixed Rate: 4% Land Class: FED

gi wntory: uma Units Produced: Production Available for Sale: Units Transfermed: Units Sald:
500 0 0 500 5 250
Ending Inventory: Gross Proceeds: Allowed Transportation Cost: Allowed Processing Cost: Royalty Before Allowance: Royalty Payment:
500 $0.00 $0.00 $0.00 $0.00 $0.00
Entar your comments here for the above lease:

[
Royally RateiFixed Rale: 8%

Beginning Irventory: Inventory/Valume Adjustment: Units Produced: Production Available for Sale: Units Transferred: Units Sold:
o 0 o 0 0 o
Ending Inventory: Gross Proceeds: Allowed Transportation Cost: Allowed Processing Cost: Royalty Before Allowance: Royalty Payment:
0 $/0.00 $000 $0.00 $0.00 $0.00

Enter your comments here for the above lease:

|-;ﬂ|>om S S Local intranet :
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EXAMPLE

e The allocation ratio for Lease 1 = Production Available for Sale for Lease 1
+ the Mine total Production Available for Sale = 50%

e Lease 1 Units Sold = Ratio 1 x Total Units Sold (50% x 500) = 250.
e Lease 1 Units Transferred = Ratio 1 x Total Units Transferred (50% x 50)
=25
For Value Allocation:

e Enter the Total Gross Proceeds = $50,000.
e Enter the Total Allowed Processing Cost = $10,000.
e Enter the Total Allowed Transportation Cost = $5,000.

Once you have entered the Total Gross Proceeds, the Total Allowed Processing Cost,
and the Total Allowed Transportation Cost, click on the Allocate Value button. The
P&R will calculate the Gross Proceeds, Allowed Processing Cost, and Allowed
Transportation Cost for each lease.

These results are based on the same ratios that were used in the VVolume Allocation:
e Lease 1 Gross Proceeds = Ratio 1 x Total Gross Proceeds = 50% x $50,000
= $25,000.
e Lease 1 Allowed Processing Cost = 50% x $10,000 = $5,000.
e Lease 1 Allowed Transportation Cost = 50% x $5,000 = $2,500.

Click on the Calculate Royalty Due button to calculate Royalty Before Allowance
and Royalty Payment for each lease. In this case, the lease 1 Royalty Before
Allowance is $1,000 ($25,000 x 4% royalty rate) and the Royalty Payment is $700
($30,000 — $2,500, and — $5,000 x 4% royalty rate).

After you have completed loading the lease-level data using the Allocation Tool,
click on the Save Before Submitting button at the top or bottom of the page to
navigate back to the Mine-Level Summary page.
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OMB Control Number 10100120, Expiration Date: 10312007 #

Mine Name Business Unit Sales Month/Year Sales Point Product

MARTIN COAL MINE Federal/State/Fee May, 2007 Mine Coal

P & R Original

Total Units Sold: 500 Total Units Transferred: 50 Allocate Yolume

Total Allowed Transportation Cost:

Total Gross Proceeds: /50000 Total Allowed Processing Cost: 10000
¢/5000

[ Calculste RoyaltyDue | | SaveBefore Submiting |

Beginning Inventory: Inventory/Yolume Adjustment: Units Produced: Production Available for Sale: Units Transferred: Units Sold:

500 0 0 500 25 250

Ending Inventory: Gross Proceeds: Allowed Transportation Cost: Allowed Processing Cost: Royalty Before Allowance: Royalty Payment:
500 425000 42500 §5000 $0.00 $0.00

Enter your comments here for the above lease:

9.2 | Volume/Value P&R Allocation Option
Information

The advantage of using the built-in Allocation Tool is that you enter less data.
Also, when we conduct a compliance analysis on your property and see that you
have used the tool, we won’t have to scrutinize your allocation methodology to
determine whether you did the allocation correctly.

You cannot use the Allocation Tool if you have more than one product, such as
light and dense soda ash, multiple remotes rolled up into one, or more than one
royalty rate for any lease during a single sales month.

NOTE If you have five or fewer remotes, you cannot roll them up
because each of the five of fewer remote sites is required to be
established as a separate remote sales point.

Upon opening the first sales month that a Volume/Value Adjustment will be
completed for, you will see the columns shown below.
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Field Description

Current Values This shows the current values that the P&R has in the
system including any adjustments made on prior
reports.

Computed Differences This shows the net adjustments for any changes that

are made during the current session.

User Entered Differences If not using the Allocation Tools, you can enter all
adjustments by lease in this field.

Total Differences This will show the total difference for each category
which is the sum of the Computed Differences
Column and the User Entered Differences.

OME Control Humber 10100120, Expiration Date: 10372007

Business Unit Sales Month/Year Sales Point Product
WMARTIN COAL MINE Federal State Fee April, 2007 Mine Caal

P & R Adjustment

nterest Bearing Indicator Yes O No @
et From ot Doy 31 9] weren Mgt 9] vour 2001 ¥
nitiated By MMS O Customer & | Complete Sales Month Adjustment |

Allocate New Values

Fotal Sales WVolume Difference: o Total Units Transferred Difference: 0 Adlocate Volume
[Fotal Sales Value Difference £ 0 Tatal Allowed Processing Cost Difference: § 0
[Fotal Allowed Transpartation Cost slo
Diffarence:
: T 1
""“lua:r:i_':;-:ﬂrrl;” he Computed Differences User Entered Differences

Beginning lnventory: 1]

Units Produced: 1,000

Inwentory Volume Adjustinent [}

Production Available for Sale: 1,000

Units Transferred : o

Units Seld: 500

Allowed Transpornation Cosa: $100.00 $0.00 § 000 $000
Allowed Processing Cost: $ 500.00 $0.00 § 000 $0.00
Gross Proceeds: % 8,000.00 $0.00 g 000 §000
Ending Inventory: 500 o 0 o
Royalty Rate Fixed Rate: 4.00% Royalty Paymen $0.00

The last Original P&R submitted for this company was April 2007.

In the first column is a list of the three months that need to be
NOTE . . )
adjusted. You must open each adjustment month in order, from
the earliest adjustment to the most recent. The P&R wiill
automatically choose the month you need to adjust next.
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You have a decrease in the Sales VVolume of negative 200 tons. This means that
200 fewer tons were produced than were previously reported.

Enter the negative tons into the Total Sales VVolume Difference field and click on
the Allocate Volume button.

Mine Name Business Unit Sales Month/Year Sales Point Product
MARTIN COAL MINE Federal State Fee April, 2007 Mine Coal

P & R Adjustment

Interest Beanng Indicator Yes O No ®
Interest From Date: Day: | 31 ¥ | Month:| August ¥ Year 2001 ¥ Calculate Royalty Dug |
Initiated By MMS O Customer & . Complete Sales Month Adjustment ]

Allocate New Values

Total Sales Velume Difference w Total Units Transfemed Difference 0
Total Sales Value Difference i
$

Total Allowed Processing Cost Difference: § || Allocate Value |

Tatal Allowed Transportation Cost
Difference:

T MT 1
Lol e LOCRERRRE Current Values Computed Differences User Entered Differences Total Difference
Land Class: FED
0 0 s 0

Beginning lnventory:

Units Produced: 1,000 NIA 0 0
Inventory Volume Adjustment [i] (215N 0 i}
Praduction Available for Sale: 1,000 0 0 1]
Units Transfermed : 0 0 0 o
Units Sold: 500 (1] 0 i}
Allowed Transportation Cost: $ 100,00 $000 g 0,00 $0.00
Allowed Processing Cost: $ 500000 $000 §/0.00 $0.00
Gross Procesds: § 8,000.00 £000 § 0.00 $0.00
Ending Inventory: 500 (1] 0 o
Royalty Rate Fixed Rate: 4.00% Royalty Payment: § 0.00

The next step is to enter the value adjustments. For example:
e The Total Sales Value Difference is a negative $3200.00.
e The Total Allowed Processing Cost Difference is a negative $250.00.
e The Total Allowed Transportation Cost Difference is a negative $25.00.

Once you have entered the values as noted above, click on the Allocate Value
button.
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Business Unit Sales Month/Year Sales Point

ntérest Beanng Indicator Yes O Mo ®
nterest From Date Day: | 31 % | Month| August v | yoar| 2001 ~ [[__Caolculate Royaity Due
nitiated By MMS O Customer @& | Complete Sales Month Adjustment |

Allocate New Values

[Fotal Sales Volurme Difference: -2 Total Units Transferred Difference: 1)

[Fotal Sales Value Difference: Total Allowed Processing Cost Differenc .-
TolalﬁJlow@d Transportation Cost
Difference
Lease Number; MTM111112
SO Yser Entered Differances Tote! Difference

[ _Allacata Vol

1 Adlocate Value

Units Produced: 1,000 A 0
Inventony Valume Adjustient o A 0 1]
Production Available for Sale: 1,000 1] 0 (1]
Uniits Sold: S00 o -100 o
Allowed Transportation Cost: § 100.00 $0.00 § 000 §0.00
Allowed Processing Cost: $ S00.00 $0.00 § 000 $0.00
Gross Proceads: $ 8,000.00 $0.00 § |0.00 $ 000
Ending lnventory: 500 o 100 (1]
Royalty Rate Fixed Rate: 4.00% Royalty Paymant: # 0,00
NOTE The User Entered Differences Field will populate.
Click on the Calculate Royalty Due button, then click on Complete Sales Month
Adjustment.
You will be returned to the Summary Volume/Value Adjustment page, where you
can see whether the month in question has been completed or not.
The Royalty Payment column will populate after you enter adjustment data on the
next page.
If you have a subsequent month, you must click on the Open Adjustment button to
open the Adjustment Detail page for the indicated month.
OMB Control Number 10100120, Expiration Date: 10/31/2007
Log Out of PAR Heln
Mine Name Business Unit Sales Month/Year Sales Point Product
MARTIN COAL MINE Federal/State/Fee April, 2007 Mine Coal

In order to create the volume adjustment indicated on the previous page, please complete an adjustment for each of the following months. These adjustments must be completed in order to

bring the mine profile up-to-date. Do you wish to continue with this adjustment?

Click here if you do not wish to continue

04/302007 fes $-617 80
(05/31/2007 Mo 50
Total: $-517.50
[ Open Adjustment I [ Create Payment

Cancel Submission
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Once you have completed all months in the VVolume/Value Adjustment Report:

e Click on the Create Payment button when all months have been adjusted
and you are ready to submit the report.

e Click on the Submit P&R to ONRR bhutton.

OMB Control Number 10100120, Expiration Date: 10312007

Mine Name Business Unit

MARTIN COAL MINE Federal State/Fee

Submission ID: PARZ96EE

Customer Number: MAB39

Customer Document ID: PARZIGEE

Payment Method: Electronic Funds Transfer
Federallndian Indicator: FEDO1

Volume/Value Adjustment Total: §-517.50

Sub Total: §-517 50

Credit 1 Amounr: g 0on

Credit1 Doc ID: -

Grand Total: §-517.50

Enter your camments here for the above Mine Payment:

| Calculate Royalty Due [ SubmitP&Rto MMS

Cancel Submission

If you made a mistake or need to cancel your report, click the Cancel Submission
button.

NOTE This action will cancel the entire report. No data will be saved.

Remember the advantages of the allocation tools:
e Less data input,
e Less change of error, and
e Less compliance scrutiny.
You cannot use the volume allocation tool if you have more than one product,

multiple remotes rolled up into one, or more than one royalty rate for any lease
during a singles sales month.
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