United States Department of the Interior
OFFICE OF NATURAL RESOURCES REVENUE

Solids Reporter Training

Denver, Colorado

Tuesday, September 8th

September 8t and 9th, 2015

Event Speaker Time

Opening Rebecca Dyess 1:00 — 1:15 pm
Solid Mineral Lease Michael Anspach 1:15 — 2:15 pm
Break 2:15 — 2:30 pm
Sales Summary & Facility Data Karen Garza/Dane Templin 2:30 — 3:.30 pm
Sales Contracts Lee-Ann Martin 3:30 — 4:00 pm
Financial Viewpoint Lee-Ann Martin 4:00 — 4:30 pm
Wednesday, September 9th

Event Speaker Time

Opening (4444, Payor Codes, EMARF) Rebecca Dyess 8:30 — 8:45 am
Form ONRR-4430 (P&R) Michael Anspach 8:45-NOON
Lunch 12:00 — 1:00 pm
Data Warehouse Michael Anspach 1:00 — 1:30 pm
Coal Valuation Robert Malandri 1:30 — 3:30 pm
Meet & Greet 3:30 — 4:30 pm

¥Times are approximate and may run over or under



Opening (4444, Payor
Codes, EMARF)
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Office of Natural Resources Revenue (ongrgr)

Form ONRR-4444, Payor Codes,
and New EMARF Process
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* Form ONRR-4444/W-9
* Payor Codes

* Current Emarf Process
* New Emarf Process
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U5, Department of the Iterior
Offica of Natural Resources Reverue
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Hew Modication

Company Name:

Service
Form ONRR-4444

Form ONRR-4444 1n & separate document

Effectiv Datec

Payor Code o Operator Number:

Foyaty Repertng (Forms MMS-2014)

o Mirers's (P&R) Reports

Perion to contact a5 Addressee of Record:
andior

Titleof postion desigaated as Addressee of Racord:

Phose [

Eonsil Address:

Printthe name and tle of company
officiat making o

Frntfom




address

* RSMS receives information that leads to
Request for Form ONRR-4444:

+*“Return to Sender” items

«»*“Address Corrections”
e

Notice to Mailer of Correction in Address”
+»Change of Address letters and/or card

.\'\'»v‘ >
ofdeusY
PLEASE NOTE ADDRESS CHANGE SN
000 Wt Y ¥ 2 (€Y ~—
R, ., - EENDER
) Change
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%+ Does not indicate if it is “NEW” or “MODIFICATION” or both is checked
» Effective Date is not filled in

%+ Company name does not match payor code or operator code
¢+ Multiple Payor Codes are listed
++ Every box on form is checked

U.S. Department of the Interior Exempt 1rom the Paperwork Reduction Act of 1995
Office of Natural Resources Revenue

See 5 CPR 1320.5n) (1-1:01 Edition)

Addressee of Record Designation for Service of Official Correspondence
Form ONRR-4444

for Form

New Modification Effective Date:
Company Name:

Payor Code or Operator Number:

Please mark the correspondence type(s) with which the address below is being associated:

Royalty Reporting (Forms MMS-2014) Production Reporting (Forms MMS-4054/4058)
Solid Minerals (P&R) Reports. Aucit and compliance correspondence

Rental courtesy notices Enforcement notices

Invoices: Financial terms (FIN) ivolosa Righte'of WayiUse and Eaderieck

(ROWRUE)
Invoices: Indian overrecoupment (IOR) Invoices: Interest (INT)
Inspection Fees, Rigs

Inspection Fees, Fixed

Industry Con Accurate Revenues & Data
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ONRR has formed an Internal Working Group. This group will:

e Establish a mechanism for industry to maintain this data in ONRR’s
systems

* Streamline and automate the Form ONRR-4444 so that industry can
maintain their addresses of record in ONRR’s system

* Amend the regulations to mandate entities submit and maintain the
ONRR-4444 and add/delete payor codes based on mergers and

acquisitions

Why automate:

* Industry has asked for access to the addresses within ONRR’s Customer
Database.
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Form ONRR-4444 and instructions can be found
at:
http://www.onrr.gov/ReportPay/Forms/default.htm
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The Debt Collection Improvement Act of 1996 (31 U.S.C. § 7701) requires the Office of Natural
Resources Revenue (ONRR) to collect a Taxpayer Identification Number (TIN) from all persons
with whom we do business. We request your cooperation in completing and sending an Internal
Revenue Service (IRS) Form W-9 with an Employer Identification Number (Federal tax ID number)
to ONRR. You may obtain a Federal tax ID number on line from the IRS or by filing an IRS Form SS-
4, Application for Employer Identification Number.

Note: ONRR cannot accept a Social Security Number as a TIN. Whether you are paying as an
individual payor or a company, you must enter an Employee Identification Number (EIN). If you
do not have an EIN, follow page 3 of the instructions attached to the Form W-9.

w-9 Roquost for Taxpayer
S ldontinication Number and Cortification

Instructions to Payors and Operators

for
Form W-9

Taxpayer Identification Ny
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Name Changes/Mergers

* The Form ONRR-4444 cannot be used for company name changes or
mergers. You must initiate those changes with BLM or BIA, whichever
issued your lease(s).

* Per43CFR §3106.8-2:

* Achange of name of a lessee shall be reported to the proper BLM office. Include the
processing fee for name change found in the fee schedule in § 3000.12 of this chapter with
your notice of name change. The notice of name change shall be submitted in writing and be
accompanied by a list of the serial numbers of the leases affected by the name change.

*  Per 43 CFR §3106.8-3:

*  Where a corporate merger affects leases situated in a State where the transfer of property of
the dissolving corporation to the surviving corporation is accomplished by operation of law,
no transfer of any affected lease interest is required. A notification of the merger shall be
furnished with a list, by serial number, of all lease interests affected. Include the processing
fee for corporate merger found in the fee schedule in § 3000.12 of this chapter with your
notification of a corporate merger.

Industry Compliance Accurate Revenues & Data . Professionalism & Integri




P S

ONRR requires that each reporting company have
an identifying five-digit Payor Code (known as a
Customer ID). A Customer ID is used on several
documents and forms, e.g., ONRR-Form 4430’s,
ONRR-Form 2014’s, Courtesy Notices, etc.

A Customer ID identifies each reporting company as
a single entity, and much like the Tax ID Number,
must be guarded to ensure privacy.

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity
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Payor Code ean-up

Why? Currently, ONRR has 743 payor codes for solid minerals.

— Payors can request a payor code for any reason. Many companies have multiple payor
codes.
— Many of these codes are outdated.
— InFY2014:
» Only 180 out of 743 codes were used to report to ONRR.

Goal of cleanup:
. Identify relationships between payor codes
*  Establish a mechanism for industry to maintain this data in ONRR’s systems

— Allows automated company consolidation for development
of EITI Unilateral Disclosure Report*

*EITlis the Extractive Industries Transparency Initiative. The Extractive Industries Transparency Initiative, or EITI, is a voluntary, global effort designed to
strengthen accountability and public trust for the revenues paid and received for a country’s oil, gas and mineral resources. Countries that follow the
standard publish a report in which governments and companies publicly disclose royalties, rents, bonuses, taxes and other payments from oil, gas, and
mining resources.

Accurate Revenu Pro n & Inte
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Current Emarf Process:

« EMARF = Access

* https://youtube/T2vinyLO3IM

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Security of this system is very important. Only ONRR and lessees have access to the P&R, and
company users can only access data associated with their own mines associated to the
company’s Customer ID.

The first step in this security is to have new users fill out an External MRM Application Request
Form or EMARF and send it to S&G External Account Administrator of our office at the
following address:

Office of Natural Resources Revenue

Reporting & Solid Minerals Services

P.0. Box 25165

Denver, CO 80225

In addition, if you have an authorized system user that you no longer want to be authorized,
say they are no longer are with the company or has changed positions, you need to send us a
EMAREF for this too and check the box ‘Change User’. A copy of the EMARF Form and
instructions is located in your binders at Attachment A.

Once we receive the form, it is checked for accuracy, approved, and sent to our contractor.
The Contractor will then set you up on the system and will send you a User ID and PIN via the
mail. You are then instructed to call the contractor at a provided phone number. The
contractor will then provide you with password over the phone. Once you have your User ID
and password, you are ready to long on to the P&R System.

Each company is limited to three reporters that can have access to the P&R.

12



s Indusﬁ User Ac

(EMARF Pocess)

* Companies will manage their company (Reporter ID’s) user access.

* ONRR will be contacting companies to identify a Industry
Representative(s)

— Companies can identify more than one Industry
Representative

¢ EMARF will only be used to set up and identify an Industry Representative.
— Users in companies will work with IR’s to get set up.

Implementation of new process coming soon.

Industry Compliance Accurate Revenues & Data Professionalism & Integrity
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Industry Representatives

IR’s will define own process for granting access to
users within companies.

Industry Representatives responsibilities:
» Password Resets
» Create New Users
» Delete Users
» Assign Reporter ID’s to Users
» Lock and Unlock Accounts
» Update Official Contact and Address Information
(Form ONRR-4444)

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity
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ONRR will be contacting companies to identify a
“home organization” — the primary Reporter ID
which all other Reporter ID’s are tied to.

Companies that have reporting agents that
report on your behalf of their company will have
to gain access and grant the “agent” access to
their Reporter ID

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity
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Under the new process, reporters will receive
the following notifications:

v'Notify external users their password is about to expire
(15 days, 7 days, 3 days, 2 days, and 1 day)

v'Notify external users when their password has expired

v'Notify user when IR resets user’s password.

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity
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Form ONRR-4430



e
%,

. U.S. Department of the Interior

SRR

Office of Natural Resources Revenue (onrr)

Reporting Overview
Production and Royalty (P&R) Reporting System
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P&R Rébort Overview::

* Basics of reporting
— Original P&R Report
— Value Adjustments
— Other Obligations
— P&R Volume/Value Adjustment Report

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

The P&R is the tool for solid mineral lessees of Fed. & Indian property to use to report
production, sales, royalty owed, and other obligations such as rent, advance royalty,
etc. It is also used to make recoupments, and to make adjustments to previous reports.



Need production and sales data for all leases

including state and private to account for total
mine production and sales.

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

We require production and sales reporting of all leases, including state and private
leases, even though we do not calculate royalty owed on state or private leases. We
need this additional state and fee lease information so that we can make sure that
everything can be accounted for in the allocations.



ING TO USERS OF THIS SYSTEM™

END USER AGREEMENT: This computer system, including all related equipment, networks, and network devices (including Interet access). is provided
by the agency for authorzed use only in accordance with the User policies at the below links. All agency computer systems may be monitored for all fawful
purposes, including but not limited to, ensuring that their use is authorized, for management of the system, to faciltate protection against unauthorized
2cces, and o vy sacrky pocedires sunnabity, e oparsbional ecurty. Ay iformation o s compoter s/ sern may b examined; recorded
copied and used for authoriz at any time. All information, including personal information, placed or sent over this system may be monitored.

ks, e ik b Spactabon of privacy wil reapect 1o your Uae of i ysier
By logging inko this agency compuler sysem, you acknowiedge and consent o he monikoring o s sysem. Evidence ofyoue s, authorized o
unauthorized, collected during monitoring may be used for ynal, administrative or other adverse action. Unauthorized or illegal use may subject
iminal prosecution

1 have read, understood, and will comply with the detailed ONRR Acceptable Use Pokcy (for users external o ONRR) or Rules of Behavior (for users intemal o ONRR)

YES({proceed) || NO(log off) |

Industry Compliance Accurate Revenues & Data . Professionalism & Integrity

Logging on to the P&R system

You can access the P&R system through the Industry Reporting website at
https://dwportal.onrr.gov, or directly at https://solids.onrr.gov. These are secure sites
and cannot be accessed without prior security approval.

You will be prompted to enter User ID and Password.

After system authorization, you will be brought to your Mine Selection and Report type
Page. You will only see the mine or mines on which you are authorized to report.


https://dwportal.onrr.gov/
https://dwportal.onrr.gov/
https://dwportal.onrr.gov/
https://solids.onrr.gov/

OMB Control Number 10100120, Expiration Date: 10312007

Welcome, MARTINLE! Please Enter the appropriate Information o begin your Production & Royalty Submission

Mine Name: MARTIN COAL MINE v
Federalindian Indicator FederalState/Fee ©  Indian/State/Fes
Report Type

Original P & R/Other Obligation/P & R Value Adjustment

P & R Volume/Value Adjustment

Create Report

Disclaimer.
The Paperwork Reduction Act of 1995 requires us to inform you tha
10 average 20 minutes per report per month reporting electronically
Clearance Oficer, MS 4230, Minerals 18: 3 ingt e
552 (b) (4), the Trade Secrets Act (18 US.C and Department regulations (43 CFR part 2). An agency may not conduct or spor
unless it displays a current valid OMB conts

racy of this burden estimate or suggestions on
hat |

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

Pick the mine name that you want to report on from the drop-down list. Note that the
Federal/Indian Indicator will be automatically selected based on the mine chosen.

Under Report Type, you have two options: the Original P&R Report which incorporates
Other Obligations and Value Adjustments, and the P&R Volume/Value Adjustment
Report. Note that the report type is defaulted to the Original P&R/Other
Obligation/P&R Value Adjustment. Select the report type you want.

We will begin using the Original P&R/Other Obligation/P&R Value Adjustment.

Click [Create Report] to open the report.



OMB Control Number 10100120, Expiratio e: 10312007

e oroe | T (ot :
MARTIN COAL MINE Federal State Fee
Sales Month/Year April v 2007 ¥ [__Populate P&R Data
This Sales Month has not been submitted.
[T Soespoin | Produr | UnimProduced | UniaSold | Grom Proceeds | Total Allowed Cont | Royoly Payment |
O Mine. Coal 0 0 000 000 000

Total: 0 oly $0.00 $0.00 $0.00

Open P&R Report |
Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

These are the four tabs or page types at the top of the page: Main Payment page, the
P&R Original page, the Value Adjustment page, and the Other Obligation page. The
light colored one, the P&R Original, is the page we are on and is the initial default page.
The Main Payment page is where you will submit the report when you are done
entering all of your data. The Value Adjustment page is where you can make value
adjustments for any previous month. The Other Obligations page is where you will
enter data for other obligations like rent, advance royalty, recoupments, etc. We will
get to these other pages later in the presentation.

The Sales Month/Year defaults to the month and year for the next report due.

You can tell this by the note: “This Sales Month has not been submitted”. In this case,
you are ready to report for sales from April 2007. If, however, you submitted the P&R
for April 2007 Sales Month/Year on May 20, 2007 and then went back into the P&R
May 28, 2007, the Sales Month/Year would still read: April 2007, but the note would
read: “This Sales Month has been submitted” and you will not be able to report May
Sales Month until June 2007.

Here is the Sales Point, Product name or family, and the Summary of input data. The
summary data is all zeros so far, because nothing has been entered yet. If you have
remote sales sites they would be listed in separate rows below this row.

Select the Sales Point/Product combination you need, and click on [Open P&R Report]
to go to open the report and go to the Lease-Level Detail Page.



' \4’“ ‘\': y > T A
Lease-Level Detail Page™

[Lease Number: MTM111112 oyally Rate/Fixed Rate: 4% Land Class: FED
Units Transfarred Units Sold:
0

o 0 0 0 0
Ending Inveetory. Gross Proceeds Aowsd Transpertation Cost Atowed Processing Cost Royahy Before Allowance: Royaty Paymeet
0 $000 NI 000 000 0w

Enter your comments here for the above lease:

[tand Clawiien ]
Unts Transferred Units Seld

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

The lease level detail page will pre-populate with the following information:

Mine name, Business Unit, Sales Month/Year, Sales Point, and Product.

Other pre-populated data: Lease Numbers, Beginning Inventory (ending inventory from
previous sales month), Production Available for Sale, Royalty Rate and Land Class.

If you have any questions about the pre-populated data or if something doesn’t look
right, please contact us right away before you start entering your information. This is
because if we have to update or change any pre-populated information, you will need
to cancel your submission and start a new report in order to see the changes.



User entry fields:

Inventory/Volume Adjustment

Units Produced

Units Transferred (inherently negative)

Units Sold

Gross Proceeds

Allowed Transportation Cost (inherently negative)
Allowed Processing Cost (inherently negative)

Pre-populated fields:
* Beginning Inventory

Calculated fields:

¢ Production Available for Sale
* Ending Inventory

* Royalty Before Allowance

* Royalty Payment

Industry Compliance Accurate Revenues & Data

Professionalism & Integrity




User entry volume fields:

* Inventory/Volume Adjustment

e Units Produced

* Units Transferred (inherently negative)
* Units Sold

Pre-populated volume fields:
* Beginning Inventory

Calculated volume fields:
* Production Available for Sale
* Ending Inventory

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Inventory Volume Adjustment is a way of making adjustments to current month’s
inventory, such as for loses or after physical counts. To adjust inventory through
corrective reporting of units produced and/or units sold for prior periods, you need to
use the Volume/Value Adjustment P&R.

What you report in the Units Produced field is the number of units produced of your
finished, salable product.

If you sell raw coal (crushed) you report mined coal as produced coal. If
you sell clean coal, you report clean coal that comes out of the wash

plant as produced coal. Report as COAL.

Western phosphate producers report shipped phosphate as produced
phosphate since all phosphate is consumed internally.

Lead, zinc, and copper producers report each concentrate as produced.
Units Transferred is any volume transferred to a remote sales point.
Units Sold would be the total number of units sold during that month.

All volumes should be rounded up to the next whole number.



User entry value fields:
* Gross Proceeds

* Allowed Transportation Cost (inherently
negative)
* Allowed Processing Cost (inherently negative)

Calculated value fields:
* Royalty Before Allowance
* Royalty Payment

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Gross Proceeds are the total sales value for the month. They are only required if the
royalty rate is an ad valorem rate.

Allowed Transportation Cost and Allowed Processing Cost are allowable deductions
from the gross proceeds prior to calculating royalties. They are applicable only if the

royalty rate is an ad valorem rate.

The Royalty Before Allowance field shows what the royalty amount would be without
any allowances.

The Royalty Payment field shows the actual royalty amount after including any
allowances.

All values should not be rounded and should be the exact amounts to the penny.
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OMB Control Number 10100120, Expiration Date: 10312007

ine Name nit Sales Month/Year Sales Point Product
MARTIN COAL MINE Federal State Fee May, 2007 Mine Coal

P &R Original

Total Units Sold 0 Total Units Transfemed: 0 | Allocate Volume
Total Gross Proceeds: $0 Total Allowed Processing Cost: $0 | Allocate Value
Total Allowed Transportation Cost 50

(_ColcusteRoyaltyDue__| [(_Seve Before Submiting |

Beginning Inventory. IventoryNolume Adjustment Units Produced: Production Avadable for Sale: Units Transfemred: Unts Sold:

500 5 100 575 0 125

Ending Inventory: Gross Proceeds: Allowed Transportation Cost Allowed Processing Cost Royalty Before Allowance: Royalty Payment.
450 $12:500.00 $200000 $3.000.00 $500.00 $30000

Enter your comments here for the above lease:

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

User Input for lease data: Inventory/Volume Adjustment (-25), Units Produced (100),
Units Transferred (0), Units Sold (125), Gross Proceeds (12,500), Transportation Cost
(2,000) and Processing Cost (3,000).

Click on [Calculate Royalty Due] button to calculate Royalty Before Allowance ($600.00)
and Royalty Payment ($300.00).

Click on [Save Before Submitting] to go back to the Mine-Level Summary page.

11



Mine-Level summary page

OMB Control Number 10100120, Expiration Date: 10312007

gl Sunmary Pagy
Business Unit
HARTIN COAL MINE Federal State Fee

P &R Original Summary
Sales MonthYear May ¥ 2000 v Populate PSR Data

This Sales Month has not been submitted

T S T R T I T T T
Q  Mine Coal 100 12 $125000 $000 3000
Total: 100 125 $12,500.00 $5,000.00 $300.00
Open P3R Report

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

This page shows a summary of all leases input on the P&R from the previous page.

The Royalty Payment is only for Federal and/or Indian leases.

From here we have the option to go to any of the other tabs (pages), but for this

example we will go to the Value Adjustment Page.

12



Volume and Value Allocation Tool

Rolling weighted average method:

— Production Available for Sale =

Beginning Inventory + Inventory Adjustment + Units
Produced

— The Allocation Ratio = lease-level Production Available for Sale
divided by the total mine Production Available for Sale

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

The P&R has a built-in 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.

13



* Advantages of the allocation tools
— less data input

— less chance for error
— less compliance scrutiny

* VVolume allocation tool won’t work for:

— You cannot use the 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 single sales
month.

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

The advantages of using the built-in allocation tool are that you enter less data and
when we do compliance on your property and see that you have used the tool, we
know we won’t scrutinize whether you did the allocation correctly.

You can’t use the allocation tool if you have more than one product, more than one
remote, or more than one royalty rate for any lease during a single sales month.

14



OMB Control Number 1010.0120, Expiration Date: 10312007 ~

[Royslty Rote/Fixed Rate: 8% Land Class: FED
Unas Produced Production Avaiable for Ssls Unts Transéened Unas Sold
0 o 0

5000 5000 000

&oere B % Loca rtranmt

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

User inputs for the Volume Allocation: ‘Total Units Sold’ (500) and ‘Total Units
Transferred’ (50).

Clicking on the [Allocate Volume] button will calculate the Units Transferred (25), the
Units Sold (250), and the Ending Inventory (500).

This example is based on two leases of which the other one is not shown. The total
Production Available for Sale from the two leases is 1000 tons. Therefore, the
allocation ratio for the first lease (Ratio 1) is 50 percent.

Ratio 1 = Lease 1 Production Available for Sale/Mine-total Production Available for Sale
or 500/1000 = 50 percent

Lease 1 Units Transferred = Ratio 1 X Total Units Transferred (50 percent times 50) = 25.
Lease 1 Units Sold = Ratio 1 X Total Units Sold (50 percent times 500) = 250

15
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Lease-level data Input page

Value Allocation for Lease 1:

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 Volume |
Total Gross Proceeds: $50000 Total Allowed Processing Cost § 10000 Allocate Value
Total Allowed Transportation Cost: $5000
[ Celculete RoyaityDue ] [ Seve Before Submiting |
Lease Number: MTM111112 Royalty Rate/Fixed Rate: 4% Land Class: FED
Beginning lnventory: Inventory/NVolume Adjustment Units Produced: Production Available for Sale: Units Transferred: Units Sold
500 0 0 500 2% 250
Ending lnventory. Gross Proceeds: Allowed Transportation Cost Allowed Processing Cost Royalty Before Allowance: Royalty Payment:
500 $25000 §2500 §5000 $0.00 $000

Enter your comments here for the above lease:

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

For the Value Allocation, enter Total Gross Proceeds (50,000), Total Allowed Processing
Cost (10,000), and Total Allowed Transportation Cost (5,000). Click on [Allocate Value]
button to have the P&R calculate ‘Gross Proceeds’, ‘Allowed Transportation Cost’, and
‘Allowed Processing Cost’ for each lease. These results are based on the same ratios
shown in the previous slide. Ratio 1 =50 percent

Lease 1 Gross Proceeds = Ratio 1 X Total Gross proceeds = 50 percent times $50,000 =
$25,000

Lease 1 Allowed Transportation Cost = 50 percent X $5,000 = $2.500.

Lease 1 Allowed Processing Cost = 50 percent X $10,000 = $5,000.

16



Volume/Value Allocation Royalty Calculation
for Lease 1:

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. 0 Total Units Transferred 0 Allocate Volume |
Total Gross Proceeds: §0 Total Allowed Processing Cost 30 [ Allocate Value
Total Allowed Transportation Cost $0 \

M

[___ Calculste RoyaltyDue ] [__ Seve Before Submiting |

Lease Number: MTM111112 Royalty Rate/Fixed Rate: 4% Land Class: FED
Beginning Inventory: Inventory/Volume Adjustment: Units Produced. Production Available for Sale: Unts Transferred: Units Sold:
500 0 0 500 5 250
Ending Iventory: Gross Proceeds Allowed Transportation Cost Allowed Processing Cost Royalty Before Allowance: Royalty Payment
25 $25,000.00 $250000 $5.000.00 $1,00000 $70000

Enter your comments here for the above lease:

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

Click on [Calculate Royalty Due] button to calculate Royalty Before Allowance ($1,000)
and Royalty Payment ($700).

From here we have the option to go to any of the other tabs (pages), but for this
example we will go to the Value Adjustment Page.



* Use to adjust values on any previously
submitted P&R

* No volume adjustments

* Summary Table of all adjustments made in the
current session

* Net total royalty payment (+/-)
* Allocation tool available

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Use the value adjustment page to adjust values for any previously submitted P&R. For
P&R purposes, we define Values as any dollar amount fields and Volumes as any
number that affects inventories.

No Volume adjustments can be made using the Value Adjustment Page. Volume
adjustments must be made on the independent Volume/Value Adjustment Report that
| will discuss later.

The Value Adjustment Summary Page will have a summary table of all adjustments that
have been made in the current adjustment session. The total payment will be the net
total payment.

The allocation tool is available.

18



“,“ \‘;_Q y —
ue Adjustment Summary.|

OMB Control Number 10100120, Expiration Date: 10312007

[ e | it | ] oo o
MARTIN COAL MINE Federal State Fee
P & R Adjustment Summary
Sales MonthYear | Sales Point | Product Royalty Payment
Total: $000

Population Information

|

Sales Month/Year: Sales Post Mine ¥

Product Codl ¥

Create New Value Adjustment

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

This is the Value Adjustment Summary Page.

The adjustment summary table is shown here even though there are no adjustments at
this time.

* |Input the month and year of the adjustment.

* Inputthe product, if there is more than one.

* Inputthe Sales Point, if there is more than one.

Click on [Create New Value Adjustment] button to go to the ‘Value Adjustment Detail
Page’



Value Adjus

Y B

en Detail

OMB Control Number 10100120, Expiration Date: 10312007

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

P & R Adjustment

Interest Be Indicator. Yes O No @
Interest From Date Day: |31 ¥ Month: | August ¥ Year 2001 ¥ Calculate Royalty Due
Indisted MMS O Customer @ [ Save Biore Suommng | Bfore Submiing
[Allocate New Values
Tatal Gross Proceeds Difference 50 Total Allowed Transportation Cost ) [ Aocate Vaive |
Tatal Allowed Processing Cost $0
Gross Proceeds: $1000000 Gross Proceeds Difference: §-2.00000
Allowed Transportation Cost $20000 Allowed Transportation Cost Difference: $-100.00
Allowed Processing Cost: $30000 Allowed Processing Cost Difference: §20000
Royalty Payment $8400

Enter your comments here for the above lease:

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

This set of rows is the lease level data and is repeated for each lease associated with
the mine being reported on even though they don’t show on this slide.

The Current Values are the net values of original and any adjustments currently on the
system for this lease.

Either enter the Allocation value differences or the lease-level value differences. Notice
they are net differences.

Click on ‘Calculate Royalty Due’ to determine the net Royalty Payment.

Click on [Save Before Submitting] button to take you back to the ‘Value Adjustment’
summary page.
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et i ¥ Sty

djustment Summary Page ¥

[Mine Name Business Unit
Mine No. 1 Federal/State/Fee

P & R Adjustment Summary

Sales MonthYear | SalesPoint | ___ Product | Royalty Payment

Total: 1$0.00

Population Information
Month: | August bd ‘

|
|Sales Month/Year: s Sales Point: | Mine v]
| Year. '] |
Product Gilsonite 'l
| Create New Value Adjustment I

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

Here you can check the summary of any adjustments you have made during this
session. If you want to make additional adjustments to other months, simply enter a
new Sales Month/Year and click the [Create New Value Adjustment] button.

When you are through making adjustments and are ready to check the summary of the
entire report — click on the Main Payment tab or page at the top of this page.
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OMB Contro! Number 10100120, Explration Date: 10312007

$30000
$18.00000
$000
§ 1830000
§000

$1820000

15 here for the above Wine Payment:

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Note the Mine Level Production question. This is only a warning that your production is at lease 25%
more or less than the previous month. You must acknowledge that you know and accept this as true
by checking the box.

This is the Submission ID. It identifies this document submission.

This is the Customer Document ID and defaults to the Submission ID number. This number can be
changed, but we prefer that you do not. Identify your payment with this number.

This is the Payment Method. Be careful with this, because it is defaulted to EFT which is the most
common. If you pay by other means make sure you use the drop down arrow and pick the
appropriate method.

This is the Production and Royalty Total. Make sure this equals what you were expecting to pay for
Royalties.

This is the Other Obligation Total. Make sure this is what you were expecting to report for other
obligations. If there is a number in here and you didn’t go to the other obligations page, you
probably have a pre-populated other obligations: rent, MRPIA, or a Deferred Bonus. Go back to the
Other Obligations Page and check.

This is the Value Adjustment Total Page.

Then we have the Sub Total

This box is for credits. Do not use this field.

This is the Grand Total showing the total that you are reporting in this P&R Original Report.

Not shown at the bottom of the page are three buttons: ‘Calculate Royalty Due’, ‘Submit P&R to
MMS’, & ‘Cancel Submission’. The Calculate Royalty button is not really needed here. Clicking the
Submit P&R to MMS will submit your report and send it to ONRR. You will get a confirmation page
telling you that the report has been successfully submitted. Clicking the Cancel Submission button
will cancel everything you have done on this report. You will lose all data and you will have to start
over, but sometimes this is a very important button. The Main Payment Page is the only place you

22



can find this button.
| would copy at least the Main Payment Page and the confirmation page for your records.
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eporting Financial Obligation®™:

R

Pre-populated Obligations

* Rent, Minimum Royalty Payable in Advance
(MRPIA), and Deferred Bonuses pre-populate
on the P&R

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Rent, Minimum Royalty Payable in Advance, and Deferred Bonuses will pre-populate on
the Other Obligations Page of the P&R the calendar month before they are due. For
example, if rent is due December 1, the first time you open a P&R report during the
month of November, that December rent will pre-populate. It will only show up in the
Other Obligations Page and the value will show on the Main Payment Page so if you
don’t go to the Other Obligations Page or pay attention to the Main Payment Page you
could miss the fact that one of these other obligations pre-populated. If you submit the
report, you will have reported it without paying it.

If you miss the pre-population window for whatever reason, you will have to manually
enter obligations.

We ask that you submit other obligations on their own PARs, separate from royalties.
This is because they have different due dates. So, if you know you have obligations due
the following month, please submit a PAR for the obligations. Then, you can go bick in
the next day to report your royalties.
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OMB Control Number 10100120, Expiration Date: 10312007

Business Unit
Federal State Fee

[Mine Name
MARTIN COAL MINE

P &R Original Summary

Sales Month/Year May v 200 ¥ Populate P4R Data

This Sales Month has not been submitted

T T TR
10 15

QO Mine Coal $1250000 $500000 $30000
Total: 100 125 $12.500.00 §5.000.00 $300.00

Open PSR Report

Industry Compliance .

Accurate Revenues & Data

Professionalism & Integrity

Whether they pre-populate or you have to manually enter them, your other obligations
are reported in the Other Obligation tab.

Remember, it is your responsibility to know when your other obligations are due and
how much they are.



OMB Control Number 10100120, Expiration Date: 10312007

09 Out of PER

[Mine Name

Business Unit
MARTIN COAL MINE

Federal State Fee

Other Obligations

Rental Payment $300000
Apm. 2(1]9 VWHH 12 Rental Payment Y NA $ 1500000
August ¥ MTMIIT12 ¥ Advance Royaly v Yes O August ¥ (]
(201 ] 1%0) 31 ) 201 v

Total : §18,000.00
Save/Add aline Clear

Industry Compliance .

Accurate Revenues & Data

Professionalism & Integrity

This screen shows pre-populated rents. If you have pre-populated obligations, you may
enter non-prepopulated obligations on the same report.
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Drop-down list:

Minimum Royalty Payment

Recouping Rent

Recoup Minimum Royalty Payable In Advance
Recoup Advance Royalty

Indian Recoupable Taken

Contract Settlements Payment

Indian Recoupable Balance

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

The obligation you can manually enter using the drop-down list are:

26



Other Obii

OMB Control Number 10100120, Expiration Date: 10312007

[ T | o
ine Name Business Unit
ATOUNC ERNIE COLOROW ALLOTHINE Indian'State Fee
[Other Obligations
Sales Month Year
August ¥ 1420H624654 Advance Royally Yes O August ¥
2001 ¥ o © 31 w2001 v
[Recouping Rent Total: $0.00
[Recaup Minimum Royalty Peid in Advance
Save/Add aline | Cer | [Recoup Advance Royslty

[MMS Setfement Agreement
Indian Recoupable Teken
Contract Setflements Payment
ndian Recoupable Balance

Industry Compliance

Accurate Revenues & Data

Professionalism & Integrity

To manually enter an other obligation, input the correct month/year the obligation is
due, Lease Number, Obligation or Payment Type, and Payment Amount. Pick the non
pre-populated Payment Type from the drop-down list. Remember that recoupments
are negative. Click on the [Save/Add a line] button to save the obligation you want to
report. This will allow you to enter an additional obligation or change pages. Once you
click on the [Save/Add a line] button you can not make any changes to the obligation
without going to the Main Payment Page and Canceling the entire report.

We will now enter an Advance Royalty Obligation.
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gl ,“ £ 'jr

*' Advance Royalty Ob igation Examp

OMB Control Number 10100120, Expiration Date: 10312007

[ et | raonnn Junte stmiment | Tl Lt

£ of PR

MARTIN COAL MINE Federal State Fee

[Other Obligations

™ Saies MonihYear | Lease Number | Payment Type atorl —inerest From Date | Payment Amount |
April, 2009 MIM222223 Rental Payment NA $300000
April, 2009 MTMI11112 Rental Payment Y NA §1500000
Apri, 2007 MIM222223 Advance Royalty Payment N NA § 100,000.00
August v MTM111112 » Advance Rayalty v |Yos O August v §0
2001 v No © 31 [ 2001 v
Total: § 118.000.00
[ Saveladdaline | [Clear]

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

First select the sales month/year combination, the lease number associated with the
advance royalty obligation, the payment type, and the payment amount.

If you enter anything that does not correspond with our reference data, you will get an
error. For example if you put in a Recoup Advance Royalty, but don’t have any royalty
available during the lease year that the Advance Royalty was paid for, you will get an
error.

We will now enter a minimum royalty obligation.
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OMB Control Number 10100120, Expiration Date: 10312007

Log Out of PAR

[Mine Name Business Unit
MARTIN COAL WINE Federal State Fee

Other Obligations

May, 2009 MTM111112 Rental Payment Y NA § 1500000
May, 2009 MTM222223 Rental Payment Y A $3,00000
April, 2008 MTM111112 Minimum Royalty Payment N NA $100,000.00
August ¥ MTMIT1112 ¥ Advance Royalty v Yes O August ¥ 0

2001 ¥ No © 3 w200 v

Total : § 118,000.00

SavefAddaline | | Clear )
$

Industry Compliance .

Accurate Revenues & Data

Professionalism & Integrity

The same steps apply:

First select the sales month/year combination, the lease number associated with the
minimum royalty obligation, the payment type, and the payment amount.



OMB Control Number 10100120, Expiration Date: 10312007

O T ot
[Mine Name Business Unit
RAUSCH SODIUM MINE Federal State Fee
Iteest Bearing Indicator|__nterest From Date __| __Payment Amount_|
Apil v C0C333334 ¥ Recouping Rent v Yes O August §-150000
2008 v No © 3 vl 200 v

Total: §0.00

| Savel/Addaline | [Clear

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

You cannot recoup your rent until you have paid and/or reported your advance royalty

(if applicable) or your minimum royalty payable in advance (if applicable). To recoup
your rent, wait until the month the obligation is/was due.

You would again navigate to the Other Obligations page, and once you are at that page
you would select the same sales month as you did to report the obligation, the same
lease and the obligation type of “recouping rent”. You would enter the rent
recoupment amount with a negative sign in front of the amount.
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e

Recouping Minimum Royalty Pai/ébl‘e in'.i\'dvé"ncé‘t

'5 Warnin
- You are not able to recoup the amount entered for the selected lease.

OMB Control Number 10100120, Expiration Date: 10312007

[Mine Name Business Unit
RAUSCH SODIUM HINE Federal State Fee

[Other Obligations

Sales MorthYear | __Lease Number _| Payment Type Iterest Bearing Inicator|__InerestFrom Date ___| ____ Payment Amount_|
Y NA

Lease Number
May, 2009 COC333334 Recoupable Rental Payment $15000
May, 2009 COC444445 Recoupable Rental Payment Y NA $540.00
May v COC333334 ¥ Recoup Minimum Royalty Paid in Advance v Yes O August ¥ §-1.62000
2008 ¥ No © 31 w200 v
Total : §2,040.00

| Save/Addaline | |Clear|

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

If your lease has the Minimum Royalty Payable in Advance (or MRPIA) obligation, you
can recoup against net royalties reported and paid, by lease, for the same lease year.
One hundred percent of the current month’s net royalties that you report may be used

to offset the Minimum Royalty Payable in Advance, subject to no more than the
minimum royalty payment.

If, at the end of the lease year, the royalty payment amount you paid is less than the
minimum royalty payable in advance amount, you cannot recoup the remaining
balance against royalties in future years.

You would again navigate to the Other Obligations page, and once you are at that page
you would select the same sales month as you did to report the obligation, the same
lease and the obligation type of “Recoup Minimum Royalty Payable in Advance”. You

would enter the minimum royalty recoupment amount with a negative sign in front of
the amount.
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A Warning:
= You are not able to recoup the amount entered for the selected lease

OMB Control Number 10100120, Expiration Date: 10312007

(T (T (e | s
[Mine Name Business Unit
MARTIN COAL MINE Federal State Fee

Other Obligations

Sus Mo Poynet e o Beaig ] s o D1 Pynen Aot
Y

May, 2009 MTM111112 Rental Payment NA § 15,000.00
May, 2009 MTM22223 Rental Payment \f NA $3000.00
April, 2008 MTM111112 Minimum Royalty Payment N NA $100,000.00
April v MTM222223 ¥ Recoup Advance Royally v Yes O Avgust ¥ §-100,000.00
207 ] Mo © 3 )20

Total: § 118,000.00

(Ges] A
'

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

The P&R will not permit you to select recoup advance royalty at the same time the
advance royalty is reported. The reason that this is not permissible is that our financial
system has to have the recoupable advance royalties established before you can recoup
that advance royalty.

You would again navigate to the Other Obligations page, and once you are at that page
you would select the same sales month as you did to report the obligation, the same
lease and the obligation type of “Recoup Advance Royalty”. You would enter the
advance royalty recoupment amount with a negative sign in front of the amount.
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= ~4:_ > X N X 4
P .
Indian Recoupab
OMB Control Number 10100120, Expiration Date: 10312007
Log Out of PER
ine Name Business Unit
SLACK MESA MINE Indian/State Fee
(S onttear | Lemetumber | PomanTpe e Beagnio e FomOse | PomertAnout ]
April, 2007 142006038560 Indian Recoupable Balance N A $1000000
August ¥ 142006038580 ¥ Advance Royalty v Yes O August ¥ §0
201 v No © 31 v j 2001 ¥
Total : §10,000.00
Save/Add aline Clear |
Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Indian Recoupable Balance is used to establish a recoupable balance on an Indian
Overpayment. This balance can be recouped against royalties. You must establish an
Indian Recoupable balance even if the total amount of the overpayment can be
completely recovered in one subsequent month.

You would again navigate to the Other Obligations page, and once you are at that page
you would select the sales month that you are establishing the Indian Recoupable
Balance for, the lease number and the obligation type of “Indian Recoupable Balance”.
Enter the amount of the Recoupable Balance as a positive number.
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Taken)

[Mine Name Business Unit
BLACK MESA MINE Indian'State Fee

Other Obligations

Sales MonthYear Payment Type Interest Beavms Indlmw

April, 2007 142006038580 Indian Recoupable Balance $10,000.00
April, 2001 142006038580 Indian Recoupable Taken N NA §-1000000
August ¥ 142006038580 v Advance Royalty v Yes O August ¥ §0
2001 v No © 31 v/ 2001
Total : §0.00
Seve/Add aline Clear
Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

The P&R will not permit you to select Indian recoupment taken at the same time the
Indian recoupable balance is reported. The reason that this is not permissible is that

our financial system has to have the Indian Recoupable balance established before you
can submit Indian Recoupment taken.

Please Note: Recoupments may not exceed 50 percent of the monthly revenues

reported if the lease is allotted or 100 percent of the net monthly revenues reported if
the lease is tribal.

You would again navigate to the Other Obligations page, and once you are at that page
you would select the sales month that you are recouping against, the same lease and
the obligation type of “Indian Recoupable Taken”. You would enter the Indian
recoupable amount with a negative sign in front of the amount.
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' Contract Settlements.Paymen

OMB Control Number 10100120, Expiration Date: 10312007
0g Out of PAR
470UNC ERNIE COLOROW ALLOTMINE Ind
nteret Bearng ndicato]__IntrestFrom Date | Payment Amourt__|
April, 208 MIM22223 Rental Payment Y NA $3000.00
Aprl, 209 MTMI11112 Rental Payment Y NA §1500000
April, 2007 MTM222223 Advance Royalty Payment N NA $10000000
April, 2007 MTM111112 Contract Settlements Payment N NA §200,000.00
August ¥ MTMIT1112 ¥ Advance Royalty v Yes O August ¥ §0
2001 v No © 3 w2001 v
Total : § 318,000.00
Seve/Addaline | | Clear
Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Use Contract Settlement to report royalty due on contract settlement payments between you
and the third party. Normally, the settlements reported under this transaction are between
lessees and purchasers. Do not report settlements between payors and MMS utilizing this
obligation type.

Two types of settlements are reported under Contract Settlement:

Past pricing disputes. Royalty is due on settlement payments made to resolve disputes
regarding the correct price owed for minerals produced and sold from the lease for periods
before the settlement agreement (including but not limited to, reimbursements for production-
related costs, tax reimbursements, or nonpayment of contract purchase price by the purchaser,
etc.). Paymentis due at the end of the month following the month the lessee receives the
payment.

Contract buydowns. Royalty is due on payments made to reduce the price the original
purchaser pays when they take future production under an amended or successor contract.
This “buydown” amount of the total settlement must be allocated to ongoing production taken
during the remaining term of the original contract.

If you determine royalties are due because settlement payments are allocable to ongoing
production, and production has already occurred since the date of settlement, you should
report and pay royalties on that production. You should continue to report royalties on future
production in the same manner; or alternatively, you may elect to make a lump sum payment.
You would again navigate to the Other Obligations page, and once you are at that page you
would select the sales month that the contract settlement occurred, the lease number and the
obligation type of “Contract Settlements Payment”. Enter the amount of the settlement.
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* Claim all recoupments using the P&R

(Use negative numbers)

* If you have a lease that is not in a mine, you
must report your financial obligations on Form
ONRR-2014.

* Refer to Chapter 10 of the Solid Minerals
Reporter Handbook for instructions.

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Claim all recoupments on the P&R using negative numbers.

Please note, ONRR has discontinued sending Courtesy Notices. It is your responsibility
to know when your obligations are due and to report them timely, even if the lease is
not in a mine and must be submitted on a 2014.
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This report is completely independent from
the Original P&R Report

Use to adjust volume and value on any
previously submitted P&R

Net changes

Allocation tool available

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

This report is completely independent from the Original P&R Report although you get
to it at the same Mine Name and Report Type Page discussed near the beginning of this
presentation.

You can make volume and any corresponding value adjustments for any previously
submitted P&R. Changing the volume of any previous P&R will change its ending
inventory and therefore the next months’ beginning inventory. This means that all
subsequent P&R reports will have to be adjusted as well. How the P&R does this will
be discussed shortly.

Unless directed otherwise, all adjustments are net adjustments as opposed to the
previous method used on form 2014 where an erroneous line would be backed out and

a new line inserted.

The allocation tool for both volume and value is available.
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OMB Control Number 1010.0120. Expiration Date: 10/312007

Welcome, MARTINLE! Please Enter the appropriate Information to begin your Production & Royalty Submission

Mine Information
Mine

MARTIN COAL MINE v

Federalindian Indicator Federal/State/Fee @  Indian/State/Fee (

Report Type
Original P & R/Other Obligation/® & R Value Adjustment
P &R Volume/Value Adjustment

Create Report

in Ily C curacy nl this

me |Ssmc9 1649 ¢ S W‘Wash ington, 0.C. 202

5 ). 1832), and Department r egumo (43 CFR pant 2). An age (,m
unless it displays a cument i OMB comirl ot

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

Pick the mine name that you want to report on from the drop-down list (if more than
one) and the report type.
Under Report Type, you have two report types: the Original P&R Report which

incorporates Other Obligations and Value Adjustments and the P&R Volume/Value
Adjustment Report.

The report type is defaulted to the Original P&R/Other Obligation/P&R Value

Adjustment. You will need to click the radio button for the P&R Volume/Value
Adjustment Report.

Click [Create Report] to open the report.
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V&Gm“é/Val BREISCITIE

Earliest month to be adjusted.

OMB Contiol Number 1010.0120. Expiration Date: 10312007

Nelcome, MARTINLE! Please Enter the appropriate Information to begin your Production & Royalty Submission

[Mine Information

Mine Name: MARTIN COAL MINE v
Federalindian Indicator FederalState/Fee @  Indian/State/Fee
Report Type

Original P & R/Other Obligation/P & R Value Adjustment
P &R VolumeNValue Adjustment

Population Information
x ] v
Sales Month/Year St Ao Sales Point Mine
Year EXIH v

Product Coal ¥

[ Populate Volume/Value Adustment Page ]

Jisclaimer

The Paperwork Reduction Act of 1995 requires us to inform you that this information s being collected by the Minerals Management Senvice from all Federal and Indian solid mineral lessees. We estimate the burden
o average 20 minutes per report per month reporting electronically. Comments on the accuracy of this burden estimate or suggestions on reducing this burden should be directed to the Information Collection
Zlearance Officer, MS 4230, Minerals Mangement Service, 1849 C Street, N W., Washington, D.C. 20240, Information that lessees claim is proprietary may be protected by the Freedom of information Act (5 U.S.C
152 (b) (4)), the Trade Secrets Act (18 U.S.C. 1832), and Department regulations (43 CFR part 2). An agency may not conduct or sponsor, and a person is not required to respond to, a collection of information
Inless it displays a current valid OMB control number

Industry Compliance Accurate Revenues & Data ( sionalism & Integrity

In the above example, we have selected the P&R Volume/Value Adjustment report and
have changed the population information to be:

Month: April
Year: 2007

Click on Populate Volume/Value Adjustment Page



Open earliest adjustment month

OMB Control Number 10100120, Expiration Date: 10312007

[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?

- Sales Month/Year Completed? Royalty Payment
0473012007 No $0
$0

O 05/31/2007 No
Total: $0.00
[__OpenAdjustment | [ Create Payment
Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

In this case, the last Original P&R submitted for this company was April 2007. So in the
first column we have a list of the two months that have to be adjusted. You must open
each adjustment month in order from the first adjustment to the last. The P&R will
automatically pick the month you need to adjust next.

The next column shows whether the month in question has been completed or not.

The Royalty Payment column will be populated after adjustment data has been entered
on the next page.

Click on the [Open Adjustment] button to open the adjustment detail page for the
indicated month.

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

The [Cancel Submission] button allows you to cancel the entire report. No data will be
saved.

Click on [Open Adjustment]

40



4

' e/Value Adjustment Detail F

“, = ‘77
Volum

olume Adjustment 0 NA o I

Production Available for Sale: 1000 0 0 0
Unins Transferred o 0

Units Sold: 500 ] 0 (]
Allowed Transportation Cost s 100 s000 s[000 s000
Allowed Processing Cost: ss00 $000 $000 $000
Gross Proceeds: $800000 $000 s/000 s0m
Ending liventory: 500 ] ] (]

Royalty Rato Fixed Rato: 100 Rayalty Paymant. $0.00

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

This will bring you to the Volume/Value Adjustment Detail Page.

The current Values column shows the current values that the P&R has in the system
including any adjustments made on previous reports.

The computed differences column shows the net adjustments for any changes made
during this session.

Adjustments can be made using the allocation tools in which you need to enter the
total mine differences and the Units Produced and Inventory/Volume Adjustment for
each lease in the User Entered Differences Column. If you don’t use the allocation tool
then you can enter all adjustments by lease in the User Entered Differences column.

The far right column will give the total difference for each category, which is the sum of
the Computed Differences and the User Entered Differences.
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Beginning 0 0 NA 0
Units Produced: 1000 NA 0 0
Inventory Volume Adjustment 0 A 0 0
Production Available for Sale: 1000 o 0 0
Units Transferred : 0 0 0 0
Units Sold: 500 0 0 0
Allowed Transpontation Cost: § 10000 5000 /000 5000
Allowed Processing Cost: $50000 $000 $ 000 $000
Gross Proceds: $800000 5000 s[000 $000
Ending Inventory: 50 0 0 0
Royalty Rate Fixed Rate: 1.00% Royalty Payment $0.00

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

In this example, the allocation tool was used. Negative 200 tons were entered in Total
Sales Volume Difference field. This means that 200 less tons were produced than were
previously reported.



April. 2007

MMS O Customer @

Allowed Processing Cost:
Gross Pro

Ending

Royalty Rate Fixed Rate:

Industry Compliance .

Accurate Revenues & Data

The next step is to allocate the volume.

Only one of the two leases is being shown. You will note that in the Units Sold User

Entered difference column a Negative 100.

The next step is to enter the value adjustments.

Royalty Payment: $0.00

Professionalism & Integrity
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Day: (31 ¥ Month | August

MMS O Customer @ Sales Month Adjustment

[
All te Value T
e T T
Beginning Inventory: 0 0 NA 0
Units Produce: 1,000 NA 0 o
Production Available for Sale: 1,000 o 0 0
Units Sold: S00 o 100 o
Allowed Processing Cost: $ 50000 $0.00 $ 000 $0.00
Ending Inventory: 500 o 100 o
Royalty Rate Fixed Rate: 4.00% Royalty Payment: £0.00

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

We have entered a Total Sales Value Difference of Negative $3200.00; a Total Allowed
Processing Cost Difference of Negative $250.00; and a Total Allowed Transportation
Cost Difference of Negative $25.00.



OMB Control Number 1010.0120, Expiration Date: 10312007

: MTM111112
Land Class: FED

Allowed Processing Cost: $ 50000 s000

$|-2250 $.22500
conds: $8.00000 s000 +[6.900.00 $6.90000

Ending iventory: 500 o 100 100

Royalty Rate Fixed Rate: 1.00% Royalty Payment: 3 283.50

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

The next step is to allocate the value among the two leases associated to this mine.

You will now note that the User Entered Differences Fields have been filled in and the

next step is to calculate royalty due and then finally, click on complete sales month
adjustment.



s

Volume/Value Adiustment’:SﬁiﬁﬁlZi"r;y ;

Open second adjustment month

OMB Control Number 10100120, Expiration Date: 101312007
g Out of F

[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?

- il Semwett m
©

04/30/2007 Yes
053172007 No

§ 51750

[__OpenAdjustment | [ Create Payment

[__Cencel Submission

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

04/30/2007 is ‘completed’ .

The net Royalty Payment for is $-517.50.

05/31/2007 is ready to be opened.

We would then click on the [Open Adjustment] button.
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OMB Control Number 10100120, Expiration Date: 10312007

MARTIN COAL MINE Federal State Fee

Main Payment

Submission 1D: PAR29635
Customer Number: MAB39
Customer Document 1D: PAR29686
Payment Method: Electronic Funds Transfer ¥.
FederalIndian Indicator: FECO!
Volume Value Adjustment Total: §$ 51750
Sub Total: $-517.50
Credit 1 Amount: §000
Credit 1 Doc 1D -
Grand Total: §$517.50
Enter your comments here for the above Mine Payment:
R
[__Celculste RoyaltyDue | [ SubmitP8RtoMMS |

Cancel Submission

Industry Compliance Accurate Revenues & Data

Professionalism & Integrity

When done with the adjustments for all the months, click on the [Create Payment]
button, you will go to the Main Payment Page where you can submit the report.
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OMB Control Number 10100120, Exrminu Date: 10312007

Welcome, MARTINLE! Please Enter the approprate Inormation to begin your Production & Royalty Submission

[Mine Information

Mine Name: MARTIN COAL MINE v
Federabindian Indicator FederalStateFee ©  Indian/State/Fee
Report Type

Original P & RiDther Obligation/P & R Value Adjustment

P &R VolumeNalue Adjstment

Population Information

Ao v

Sales Month/Year: Mh,m Sales Pont: Mine ¥
Year 2007 ¥

Product Coal ¥

[ Populate Vokme/Value Adjustment Page |

%
Disclaimer
The Papenwork Reduction Act of 1395 requires us to inform you that this information is being collected by the Minerals Management Service from all Federal and Indian solid mineral lessees. We estimate the burden
to average 20 minutes per report per month reporting electronically. Comments on the accuracy of this burden estimate or suggestions on reducing this burden should be directed to the Information Collect
Clearance Oficer, MS 4230, Minerals Mangement Senice, 1849 C Street, NW., Washington, D.C. 20240, Information that lessees claim s propriary may be protected by the Freedom of iformation Ac
552 (b) (4), the Trade Secrets Act (18 U.S.C. 1832), and Department regulations (43 CFR part 2). An agency may not conduct or sponsor, and a person is not requred to respond to, a collection of information
unless it displays a current vahd OMB control number.

Industry Compliance Accurate Revenues & Data

We will now complete a Volume/Value Adjustment without using the allocation tools.
We will begin as previously, by clicking on the P&R Volume/Value adjustment radio
button, selecting the month and year, sales point, and clicking on the Populate
Volume/Value Adjustment Page.



OMB Control Number 1010.0120, Expiration Date: 10312007

Mine Name
MARTIN COAL MINE

Apsil, 2007

in order to create the volume adjustment indicated on
bring the mine profile up-to-date. Do you wish to

the previous page, please complete an
ontinue with this adjustment?

adjustment for each of the following months. These adjustments must be completed in order to

04/30/2007
0573172007
Total: 5000

[__OpenAdpstment | [ Create Payment

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

In this case, the last Original P&R submitted for this company was April 2007. So in the
first column we have a list of the two months that have to be adjusted. You must open
each adjustment month in order from the first adjustment to the last. The P&R will
automatically pick the month you need to adjust next.

The next column shows whether the month in question has been completed or not.

The Royalty Payment column will be populated after adjustment data has been entered
on the next page.

Click on the [Open Adjustment] button to open the adjustment detail page for the
indicated month.

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

The [Cancel Submission] button allows you to cancel the entire report. No data will be
saved.

Click on [Open Adjustment]
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Name
MARTIN COAL MINE

Day: [31 9 Morth| August

MMS O Cust

Units Produced: 1000
Tvemory Ve 0
Production Available for Sale: 100
Units Transferred o
Units Sol: 50
Allowed Transportation Cost: $10000
Allowed Procossing Cost: $500
Gross Procoads: $800000
Ending laventory: 500
Royalty Rate Fixed Rate: 400

Industry Compliance

A, 2007

¥ Yeu 2001 ¥

NA

Accurate Revenues & Data

OMB Control Number 10100120, Expiration Date: 10312007

Coicaiare Foyay Due
(__Compiete Saes Morh Adjvsiment

Rayaty Payment: $000

Professionalism & Integrity

We will be entering data in the user entered differences filed.
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MIM111112
Land Class: FED

Units Produced: 1000 NA 200 )
Inventory Volume Adjustment 0 A
Production Avaifable for Sale: 1000 0 -200 0
Units Transforred : 0 0 o 0
Units Sold: 0 0 300 o
Allowed Transportation Cost: $ 10000 s000 s[7500 $000
Allowed Procossing Cost: $50000 soody $ 2500 $000
s Proceed: $800000 s000 $[420000 $000
=0 o 50 o

4.00% Royalty Payment: $0.00

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

In this example, the payor has indicated the following differences:

units produced is a Negative 200; Units Sold increased by 300; Allowed Transportation
Cost increased by $75.00; Allowed Processing Cost increased by $25.00 and finally,
gross proceeds increased by $4200.00.

Click the calculate royalty due button.



Beginning

Units Produced:

Inventory Volume Adjustment

0
0
0
Production Available for Sale: 1000 o 200 0
Units Transtorred [ 0 o 0

Units Sold: 50 ] 300 0

Allowed Transportation Cost: $10000 s000 (7500 s000
Allowed Processing Cost: 550000 som $ 2500 som
Gross Proceeds: $800000 som s [420000 s000
Ending ventory: 500 o 500 )

Royalty Rate Fixed Rate: 1.00% Royalty Payment: $0.00

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

Because the Original P&R was submitted using the Volume/Value Allocation tool, the
system is giving us a “Warning” that states that a change in the production amount for
at lease one lease was made without using the volume allocation tool.

Do you wish to continue? Decision point — did you mean to change the volume/value
in just one lease or should this have been allocated across all leases as previously

completed on the Original P&R?

If your entry above is correct, click OK. If not, Click Cancel and correct the reporting.
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onth/Year
Intorost Boaring Indicator Yes O No
Interast From Date Day: [31 ¥ Montn | August ¥ vear 2001 ¥ (_Colcuisie Foyary Due
Indtiated By MMS O Customer @ (__Compieis Soies Month Admsimen )
Allocate New Values
les Volume Difference o Total Units Transferred Diference 0 ]
Value Difforence sl Total Allowod Processing Cost Difierence: § [0
Total Allowsd Transportation Cost
Difference sio
Lease Number: MTM111112
Current Values Computed Differences
FED
0 ¢l A )

: 1,000 A 200 200
Inventory Volume Adjustment o WA 0 o
Production Available for Sate: 100 o 200 20
Units Tran a: 0 0 0 o
Units Sold: 500 o 200 20
Allowed Transportation Cost: $10000 s000 /7500 $7500
Allowed Processing Cost: $500.00 s000 /2500 $2500
Gross Proceeds: s800000 so00o (420000 s420000
Ending Inventory: 500 o 0 ]
Royalty Rate Fixed Rate: 1.00% Royalty Payment: $164.00

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

Royalty has been calculated and we are now ready to complete the sales month
adjustment.



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

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

. pleted?
047302007 Yes
No

0) 050312007

Total:

Open Adjustment \[ Create Payment |

Cancel Submission

L

Industry Compliance . Accurate Revenues & Data

04/30/2007 is ‘completed’ .

The net Royalty Payment is $164.00.

05/31/2007 is ready to be opened.

We would then click on the [Open Adjustment] button.

OMB Control Number 10100120, Expiration Date: 10312007

Product
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

Seles MortYear it

§164.00
$0
§ 164,00

Professionalism & Integrity
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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 Hine 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?

047302007

- Sales Month/Year Completed? Royalty Payment
C Yes H
0)

164.00
053172007 Yes §-19200
Total: $-80
{ Open Adjustment [ Creste Payment ] %
Cancel Submission

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity

When done with the adjustments for all the months, click on the [Create Payment]
button, you will go to the Main Payment Page where you can submit the report.
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OMB Control Number 10100120, Expiration Date: 10312007

MARTIN COAL MINE Federal State Fee

[Main Payment

Submission 10:

PAR2IGET

Customer Number: MaS39

Customer Document ID: PAR29687

Payment Method: Electronic Funds Transter v

FederalIndian Indicator: FEOO!

Volume Value Adjustment Total: $-2800

Sub Total: $-28.00

Credit 1 Amount: §000

Credit 1 Doc 1D: - %
Grand Total: 52800 &

Enter your comments here for the above Mine Payment:

[_Celculste RoyaltyDue ] [ SubmitPSRtoMMS |

ancel Submission |

Industry Compliance Accurate Revenues & Data

ssionalism & Integrity
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* Selecting a Sales Month in which no original was
submitted

* Incorrectly inputting data in the wrong lease

* Incorrectly inputting data in the right lease but
wrong royalty rate

¢ Attempting to submit a report without
completing all subsequent months

* Reducing volumes below zero
* Bringing inventory fields to a negative number
* Receiving a NaN error

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity
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P S

Receiving a NaN error

e This error will appear when you have inputted all
corrected data in the volume/value adjustment
fields and hit calculate royalty only to realize you
made a mistake.

e Upon correcting mistake, you will note NaN will
appear in the fields that you not only corrected
but other fields as well.

e Only way to fix — complete sales month and then
cancel submission

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity
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T St

Only 3 ways to log out properly:

* Click on the [Submit P&R to MMS] button on the Main
Payment page

* Click on [Save Before Submitting] button and click on
the Log Out of P&R link at top right of any page. (This
will save any data entered)

* Navigate to Main Payment Page and click on the
[Cancel Submission] button at the bottom of page.

(this will delete all data entered)

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

There are only three ways to log out properly:
Submit a pending report to ONRR and close the internet browser.

Click on the [Save Before Submitting] button and then click on the Log Out of P&R link
that is at the top right corner of each page. This method will get you out fine and save
any data that you have entered, but the session is still out there under your name and
no one else will be able to log into the P&R and pull up your mine. That means ONRR
or another company user. Sometimes this can cause problems is you don’t realize what
the situation is.

The third way is to navigate to the Main Payment Page (or any page in the
Volume/Value Adjustment Report) and click on the [Cancel Submission] button at the
bottom of the page. This will delete any and all data that has been entered, but will not
leave an open P&R session out there. If you just opened the P&R to look at something
you should log out this way.
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* You can submit only one report per mine per
day.

* This means only one Original P&R, Value
Adjustment, Other Obligation, or
Volume/Value Adjustment report can be
submitted each day.

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

Only one report can be submitted per mine per day. One reporter can report on more
than one mine that he/she is authorized to report on in a day, but not more than one
report for the same mine on the same day.

This means only one Original P&R, Value Adjustment, Other Obligation, or
Volume/Value Adjustment report can be submitted each day. If the Original P&R is
combined with a Value Adjustment and/or an Other Obligation and they are all
submitted together as one report, this is no problem.
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The HELP Buttor o S

What does it do?

OMB Control Number 10100120, Expiration Date: 10312007
09 Ou of PER  Halp
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Data Warehouse



. U.S. Department of the Interior

i
= S
4,

Office of Natural Resour

S
¢

ces Revenue (onre)

Data Warehouse (BRIO)

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity



* Gateway to your information

* The DW Portal contains your company reports
and queries

* Interfaces with ONRR’s Data Warehouse
* Financial Information

* P&R Reporting

* elnvoices

» eStatement of Accounts

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

This presentation will give you a better understanding of this new world we call “Data
Warehouse”

Data Warehouse is your gateway to your data that has been reported on a 4430.
It allows you to query your data as well as view and print reports.

The Data Warehouse interfaces with your data that has been reported. Typically is
should be in the Data Warehouse 24 hours after it has been received by ONRR.



Office of Natural Resources Revenue

DOI Office of the Secretary Contact Us g

NRR VALUATION REPORTING/PAYING COMPLIANCE INDIAN SERVICES
You
ONRR Mission: o F >
€€ 7o collect, disburse, and verify Federal and Indian energy and other natural resource revenues on behalf of all
Americans. 33

ONRR Fiscal Year 2013 Total Disbursements $S1 4,224, 375, 454

Press Releases, News, & Current Events

Pross Relesses  FR Notices | Repor

e migeral

terior Announce

Improved Valua Method for Ol
1 on American Indian Lands - Comment Sought on
t Would Boost Royaltiesto Indian Cc

Yeor

intry by $20

onomies, Secretary

> 533,52 2
» Overvie t production
tatistics bl
> Statistical Inf = cos Reven: t it sszezzed a
EDES S ACas $533,520 civil penalty to CEP M Purchase, LLC, (CEP) for failure to
== /Payi > Allotta tance report production on federal lessas.

onrR X

Company cited for failure to r

Denver — The Department of the Interior's Office of Natural

» Handbooks > B

aaemes o o | waszor |




e S Ly

Accessing the DW Portal from the eCommerce Portal ‘) %

Log onto the Data Warehouse at https://dwportal.onrr.gov or access from the ONRR
P&R webpage

O Office of Natural Resources Revenue

'END USER AGREEMENT. Ths compute systen networs,

sgency ks oy

but et iated o,
precedres, susviabibty, and cperationslsecuty A7 recorded,
any ke Al etcrmaton plc s Thesecce peve

Tespectio our e of s system
rpues system, Ewdence of your e,
ol cimeal, advrse acton Unauhorzed o legal use may suyect you 1 Cneral prosecuen
110 100 unrstons, and whl Comly e P etaled (1635 Attt o 7 —

YESiproceed) | | NOog of)




ORACLE' isterpive ercrmance Management System Weekspace,foson {dtion

ONRR Production Portal

Individual's User ID.
Usually last name,
first initial of the
person who was
granted access.

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

This is your login screen. This is where you put your “Username” and “Password”
that was mailed to you from ONRR. If you have problems, remember that it is case
sensitive.



.....

Click the Explore
link from your
homepage.

fl Workspoce Paes

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

This is the screen you will see when you first log in. Please click the explore button to
view available folders.



s )

The two main folders you will'be Va"c"ce‘ssi.r'ig'i':&?ii X

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

Both of these folders are located within the MRM Portal.



Below is the query selection page. The Enter Payor Code field is mandatory and
its dropdown menu is populated with Payor Codes (Customer ID) specific only to
your company. You must enter a minimum of two selection criteria (i.e. Payor

Code and Sales Begin Date) and click on Run.

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

You will be brought to a Query Page.

You must enter a minimum of two selection criteria. For example, Payor Code (MA
number) and the Sales Begin Date.



* You will be prompted to save or cancel this
file.

* Name and save it to a desired location.

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity



S

v > N %
iewing Previously

Report 10 Solids Detail Report U.S. Department of the Interior Pagel of 1
Run Dat Mineral Management Service
Run Tim
Payor Code| +
Mine Name Docamant D Sulns Suas  Swbmit Prod  Beglw b Prd  Trams S Badlw  Gress  Trapert  Prec  Royalty Revalty Pt
n Sabmed  Dae g Bl Dedd Code YVolwme  Adi Towe  Unie  Volume Volume  Procesds  Allew Al Rate  PmtAms Meth
RGN, oo o omosof @ e 7w Wm0 w0 we ew nawwm  wo ko o G
ool @ | M ROE 074 o sms 0 M9 0T $LG60011 127349885 S000 00000 $98008.10
osmnaort | b R o o ° 0 o o 000 000 5000 012500 000
PAR27211 11202007 10517200 5 Mine PR EE 110783 0 0606 0 3190 100,199 $1,249.93601 $229,757.58 $000 008000 $8161427
tomzoof G | Mise mEE o o o o 0 o 000 000 000 012500 $000
ooz B v ROEE 1677 o 85763 0 325 200525 $10498500 000 $000 000000 $000
PARZINS 12182007 11002004 SE Misa PR EE 200525 0w 0 255 23W $1.2660007 000 000 000000 $000
ol % = s 6 5 W e e P s e
11302001 '™ ROEE 100199 o am o 288 1600 MU SUSHIB  S000 008000 36299528

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

This is an example of the report that you will receive.
It provides the following information:

Mine Name,

Document ID

Date the Document was submitted
Agency Number (BLM lease number)
Sales Point

Submit Type Code

Product Code

Beg Inv Volume

Inventory Adjustment

Production Tons

Transferred Units

Sales Volume Ending Inventory
Gross Proceeds

Transportation Allowance
Processing Allowance

Royalty Rate

Payment Method Code



,“‘ N X e e BT Sty
Things to Remember

Only use ONRR-2014 to submit other obligations when you have missed the window of opportunity on the P&R or you are
adjusting periods prior to October 2001.

Payment Instructions should be emailed to jeremy.mason@onrr.gov.
MMS Help Desk number is 1-888-256-6460 or 303-231-3333 - call this number for password reset
Only one report can be submitted per day

Always print out your confirmation page — ONRR also suggests that you print each page you enter data in and retain for your
records

If you notice that your other obligations have pre-populated on a lease that is housed in two or more mines and you have
submitted the report, please call Michael Rausch so he can provide guidance on how to correct.

Make sure you have selected the right payment method code — wrong payment method code will cause you to reverse the
P&R with the wrong payment method code and then re-enter into a NEW P&R with the correct method code (takes two
days to accomplish).

Call if you run into problems while reporting — don’t submit an incorrect report. This only causes more work for you and for
the Receivables & Reference Team.
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BaIanices Link (EAB

* Rent
* Minimum Royalty (Federal Leases Only)
* Advance Royalty

Industry Compliance . Accurate Revenues & Data Professionalism & Integrity



+1 ) srondaast Messoges
MAM UAT Portal
+/ €3 Fisancal Reparts-Customé

£ Stared viorkspace Fages

!

/MRM UAT Portaistory Database/ ndisby Regors

» |
# _eStatement of Acaurts
) BescOcoRRport
4 Bscase
3 BsscRucenobinRapert
8 BsscRopenepon
&1 BascRopeltyReport Output
@ L8 qury
o 0GOR A Wel_Rel fepert
8} RajectocoRErmor
4 SoldsdetaiRepart

Tiee
HTM Fle

SR Productien Reportng Xob
SQR Productien Reportng b
SQR Producticn Raportng ob
SQR Productien Reportng Job
SQR Productn Reporting Output
HTML Bl

QR Productien Reportg Job
QR Froducten Raportng Jb

SQR Productien Reporting Job

Mo
7010013 10:12 A4
472

10724/13 5:42 M
1072413 5:43 M
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702414 16:37
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1072413 5:46 P
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Oradle 119 - 2013
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6 ONAR Lese Accourt Blace (LA8)

Grand Teton Mountain:

. Login using your data
- warehouse user ID
(Lo and password

For assistance, please call the help desk a 1-§77-256-6260
send an emai o boenvenelpoeskEbosTE Gou
For assistance wih reporting, please refer o the Electronic Reporting Contacts Ik on the left

| Einsncay Regots & Fisiory Regony

Last updated 03 May 2011




LAB Header | LAB Detail

LAB Header Information
LAB Account Type: Rent Z[ Agency Number:
*Contract Number: gmrlced Royaty [ Populate Lab Headeri
* Vihen entering 2 Contract number, be sure the Agency number | Estimates

Gas Storage Agreement

Indian Recoupment

Minimum Roialli

Right of Way

Well Fee




LAB Header | LA Detal

LAB Account Type

* When entering a Contract number,be sure the Agency number ield is empty.

Contract Type Land Class Code Anniversary Date Total Open Billed
HINR LEAS i) 04/01/1982 §000
LAB Header Information
LAB Account Type: \ Hinimum Royaly o Agency Number,
Yotk Nbe: IS0 Pt

Industry Compliance

Accurate Revenues & Data

Professionalism & Integrity



Industry Compliance Accurate Revenues & Data

- Header shows amount wx
U st | i el reported and amount due
LAB Account Type Contract Type Land Class Code Total Open Biled
MINR LEAS FED 04/01/1982 $0.00
LAB Header Information
LAB Account Type: Minmum Royalty B Agency Number:
*Contract Number: 0540050670 Popuate Lab Header
*Vimen entering a Contract number, be sure the Agency number fieid is empty.
LAB Date Reported Amount PM02 Reporged Amount Nat PM02 Recouped Amount Summed Amount Paid Amount nount Due Due Date
1 4/1/1986 $0.00 $17,064.00 $0.00 $17,064.00 $17,064.00 $17,064.00 0331
2 4/1/1987 $0.00 $17,064.00 $0.00 $17,064.00 $17,064.00 $17,064.00 0373t
3 4/1/1988 $0.00 $17,064.00 $0.00 $17,064.00 $17,064.00 $17,064.00 03/31
4 4/1/1989 $0.00 $17,064.00 $0.00 $17,064.00 $17,064.00 $17,064.00 03731
5 4/1/19%0 $0.00 $17,064.00 $0.00 $17,064.00 $17,064.00 §17,064.00 03/31
6 4/1/1991 $0.00 $17,064.00 $0.00 $17,064.00 $17,064.00 $17,064.00 03/31
7 4/1/1992 $0.00 $17,064.00 $0.00 $17,064.00 $17,064.00 $17,064.00 03/31
8 4/1/1993 $0.00 $17,064.00 $0.00 $17,064.00 $17,064.00 $17,064.00 03/31
9 4/1/1994 $0.00 $17,064.00 $0.00 $17,064.00 $17,064.00 $17,064.00 03/31
10 4/1/1995 $0.00 $17,064.00 $0.00 $17,064.00 $17,064.00 17,064.00 0373t

Professionalism & Integrity

Minimum Royalty is met by royalties being paid on the lease. There is always a
possibility of multiple payors on a lease.



L8 Header | LB Detal

LAB Header Information

Industry Compliance Accurate Revenues & Data Professionalism & Integrity

Due to security constraints you will not be able to access detail.



S MRM UAT Portal/History Database/Industry Reports
{J) Root Name Type Modified Description
¢ [ Broadcast Messages ) _e-Statement of Accounts HTML File 7/10/13 10:12 AM Orade 119~ 2013
() MRM UAT Portal j, BasicOGORReport SQR Production Reporting Job 4/1/147:24 PM
+ { Financial Reports-Customé j, BasicPASR SQR Production Reporting Job 10/24/13 5:42 PM
{ History Database ﬁ, BasicRecenvableReport SQR Production Reporting Job 10/24/13 5:43 PM
(" Industry Reports. #1| BasicRoyatyReport SQR Production Reporting Job 10/24/13 5:44 PM
{ Shared Workspace Pages _‘1 BasicRoyaltyReport Output SQR Production Reporting Output 7/2/14 10:37 AM Output from BasicRoyaltyReport
oL Inquiry HTML File 7/10/13 10:13 AM Orade 119 - 2013
j, (OGOR_A_Well_Ref_Report SQR Production Reporting Job 5/29/14 9:55 AM New OGOR/Reference Report - Industry Version
j‘ RejectOGORErTor SQR Production Reporting Job 10/24/13 5:46 PM Oradle 119 - 2013
#, SolidsDetailReport SQR Production Reporting Job 10/24/13 5:47 PM

Industry Compliance Accurate Revenues & Data Professionalism & Intearity

Access eSOA through the links provided in the Data Warehouse:

Financial Reports-Customers
Financial Reports->Accounts Receivable
History Database->Industry Reports page



nagement of al revenues assocated wih both federal offshore and crshore minerdl leases. The effort is one of the

For assistance, please call the help desk at 1-877-256-6260
Or send an email to boenwehelpdesk@boemre

For assistance with reportng, please refer 1o the Electronic Reporting Contacts ink on the ieft

Industry Compliance Accurate Revenues & Data Professionalism & Intearitv

Enter User ID and Password to accept the Rules of Behavior and to enter the eSOA
system. It may take a few minutes to bring up this website, especially the first time
you log in. Please be patient.



Minerals Management Service
Minerals Revenue Management

e-Statement of Account
Search Page

* Required

Q customer ID Lookup Tool

The *%* character can be used as 3 widcars)
-
] (mmvoayyyy)

(mm/adyyyy)

Industry Compliance Accurate Revenues & Data Professionalism & Intearitv

This brings you to the Search page where you enter criteria defining what you would
like to see.

The FAQ and Refund link contains much useful information. It includes instructions on
requesting a refund, how to avoid debt collection, how to change your company’s
address, and definitions of all the eSOA fields. We invite you to read through it the
first time you enter the system.

Required fields are asterisked “*”.

The first field is Customer ID. If you don’t know the ID, you can use the Customer ID
Lookup tool, which we will review in the next slide.

Notice that default selections are provided. To change the default dates, enter a new
date.
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Do you need help remembering or finding the Customer ID? Use the Customer ID
Lookup tool.

You will see all the Customer ID’s that are associated with your User ID. If you don’t
have a list, or if you'd like to find a specific company name rather than choose from
the list, we recommend typing the first few characters of the company name and
using the wildcard character (%).

Please be aware that it may take some time to bring up the Customer IDs. It’s
searching through thousands of customer names.

When you find your Customer ID, click on the Customer ID link (the link is the
underlined Customer Id) and it will populate the Customer ID textbox back on the
Search page.
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All items meeting the search criteria will be shown on these pages. If the items brought up by
the search criteria exceed 20 lines, the system will create a page break. The links to the multiple
page numbers (i.e. 1, 2, etc.) will be at the bottom of the 20 lines of data. Just like in other web
pages, you will be able to click the links to go to the additional pages.

The number under the “ # of Ann” column shows how many annotations exist for this item. The
most recent is shown here, and the others are available by clicking the Add/View button.

The “Above Item Totals by Entry Type” section gives subtotals for the INV, PYMT, and ROYAL Entry
Types.

The “Debt collection is suspended on the following items per Hold Code section” shows that
these items would not be eligible for debt collection because of reasons identified in their HOLD
codes. The Hold code definitions can be found in the FAQ.

The “For Questions call:” Section is the servicing accountant contact information.

Export to MS Excel is available for both the items in the main data grid and the Hold area by
clicking on the [Export] and [Export Suspended Items] buttons.

Field definitions can be found in the FAQ, available by clicking the “FAQ and Refund Info” link at
the top left of the page.
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This screen shows the Annotation History and provides a space for entering 127
characters for new annotations.

If you remember, | mentioned that your servicing accountant is notified via email
when you submit your instructions.

You cannot delete the annotations once they are submitted, but if you have any
concerns, you can always call the servicing accountant.

Important--We want you to be aware: The annotations are simply communication
between you and our agency. eSOA cannot be used to in any way to document or file
a formal appeal or protest. In no way do the annotations in eSOA constitute a formal
legal statement or response.
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Coal Valuation
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Coal Royalty

Valuation:
an overview
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Table of Contents

 Coal Market

* Royalty Measurement Point
 Coal Valuation Regulations
 Marhketable Condition

* Gross Proceeds

 Arm’s Length Valuation

* Non-Arm'’s Length Valuation
 Transportation Allowance
 Washing Allowance
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Offlce of Natural Resotrees Reventes
The Coal Market

 Electric utility industry (steam coal) Industrial
plants (steam coal)

* Metallurgical (coking coal)

« $Specialty markets, stoker, steam locomotives,
home heating (lump)

* Exports (met coal/steam coal)
2011 US exported approx. 79 Million Tons

3
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* Coal typically sized to 2x0 or 3x0 |
for handling (belt conveyors) and
transportation

 Chemical makeup matched to

boiler specifications

 Compliance coal must normally
be less than 1.2 1b. $02/mmBtu

* Industrial use - to generate
electricity

Industry Compliance . Accurate Revenues & Data
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Metallurgical Coal

 Coking coal
 Used to make steel
e Must be low ash and sulfur

e Strong enough to support
weight of Iron ore

* Bulk of exported coal is
Metallurgical

According to EIA the
average price for exported
Met coal was $ 188 for 2011
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Specmlty Marhets

e Stoker

e Steam Locomotive
double screened to
specified size to produce
upper and lower size
limits

* Home heating and
other small scale
applications (lump)

* Fines are eliminated
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Coal fields of the continental
United States

eat Value

Anthracite
12,700 BTU/Ib

Bituminous
13,100 BTU/Ib

|

Subbituminous
9,500 BTU/Ib

Lignite
- 6,700 BTU/Ib
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Mmmg Methods

 SURFACE (12.5 percent royalty rate)
— Area Surface Mining (Strip Mining)
— Mountain top removal (Bench or Contour Mining)
— Open Pit Mining (Strip Mining)

« UNDERGROUND (8 percent royalty r
— Longwall
— Room and pillar: Conventional

and Continuous Mining

- HIGHWALL

— BLM determines royalty rate
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Offlce of Natural Resourcets Reven"ﬁf""flg;;-~
Point of Royalty Measurement

* Determined jointly by BLM and ONRR (30 CFR
§1206.255)(2010)

* The point where value for royalty purposes is
normally determined.
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Offlce of?N atu ral Resource's "R EVENHES
Federal and Indian Leases:
Royalty Is Due On Coal that Is...

* Produced and sold

 Consumed internally—NAL sales
* Avoidably lost (including at remote storage)
* Unavoidably lost and compensated
* Recovered from waste piles =
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Regulatory Authorlty
30 CFR Part 1206: Product Valuation

 Subpart F - Federal Coal:
Title 30 CFR §1206.250 - 1206.265
Effective March 1, 1989

 Subpart ) = Indian Coal:
Title 30 CFR §1206.450 — 1206.464

Effective February 12, 1996
11
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 Mineral Leasing
Act of 1920

 Federal Coal
Leasing
Amendments Act
of August 4, 1976
(FCLAA)

12
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Valuing coal for royalty puUrposes...
...the overriding principles

1. Coal must be placed in marketable condition prior
to sale at no cost to the Federal government

2. Total (gross) proceeds is the minimum value

3. Lessees may claim transportation and washing
allowances if applicable

13
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Marketable Condition- Definition
30 CFR §1206.251

“..ccoal that is sufficiently free from
impurities and otherwise in a
condition that it will be accepted by a
purchaser under a sales contract
typical for that area.”

Industry Compliance . Accurate Revenues & Data . Professionalism &

Integrity



Marketable Condltlon costs

The following are always
considered costs of placing coal
in marketable condition:

« Mining

e Haulage within the mine

 Primary crushing

 Marketing services

 Loadout

 Reclamation
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Marketable Condition-costs
To the extent these processes are necessary for
the sale, the following are considered costs of

placing coal in marketable condition:
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* Screening/sizing
 Blending operations
* Qiling

* Freeze proofing

16
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* ONRR does not set
the standard - the
contract sets the
standard
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) Office of Natural Resolirces Reventies "
Quiz Question 1

The lessee sells coal in an unprocessed form
(that’s not in marketable condition) to a
completely unaffiliated buyer who processes
the coal to marketable condition and then
resells the coal. $hould the cost to place the
coal into marketable condition be added to
the sales price to compute royalty?

18
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Offlce of Natural Resource‘s Revente:
Quiz Question 1 Answer

Yes: The lessee is obligated to place the coal
into marketable condition at no cost to the
Federal Government.
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Offlce of Natural Resolirces Reventies "

Gross Proceeds

* Under no circumstances can the value for royalty
purposes be less than gross proceeds accruing to
the lessee from the sale of coal

* Includes all consideration (including non-cash)
received by the lessee, unless the lessee shows to
ONRR’s satisfaction the payment is not related
to coal production

20
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Gross Proceeds

Lessee’s gross proceeds generally include reimbursements
for the expenses lessee incurs to place coal into
marketable condition, including:

Price adjustments

Crushing/Sizing/Screening

Storing

Blending

Hauling and Loadout

Marketing services

Reclamation

Taxes and fees

Treatment with substances including freeze-proofing
chemicals and oils

21
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Offlce of Natural Resource‘s Reventes
Gross Proceeds

Reimbursements for taxes and fees include:

severance taxes

black lung excise tax (Collected by OSM)
abandoned mine lands reclamation fees
royalties

insurance premiums

22
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Gross Proceeds

Non-cash consideration could include:

Mining equipment/facilities
Marketable condition services
Discounted electricity rates
Water rights

Anything else of value
Marketing Fees

23
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Offlce of Natural Resources Reven?‘f‘f'f‘e;;;
Gross Proceeds

Does not include payments for:

Transportation costs off the mine site
Limestone haulage to power plant

Ash haulage to pit

Beneficitation above marketable condition
Force Majeure

Liquidated damages (contract breach)

Buyout na
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Offlce of Natural Resotrees Reventes

Contract settlements

There must be a clear connection between the
compensation received by the lessee and the
final disposition of the coal

Buydowns—generally royalty bearing

 Buyer pays lessee lump sum to lower contract
price

Buyouts—generally not royalty bearing

 Buyer pays lessee to end contract

25
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Offlce of Natural Resotrees’ Reventes

QOuiz Question 2

A lessee sells coal to a purchaser for
$10.80/ton. The lessee adds two pounds of
soda ash per ton per the terms of the
contract. The buyer pays the lessee you
$0.20/ton for that service. The lessee’s
contract price is $11/ton but they report
$10.80/ton. What is the value of the Federal
coal for royalty purposes?

26
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Quiz Question 2 Answer

We define gross proceeds as ALL payments
and other consideration passing from buyer
to seller. This includes the cost of putting
coal into marketable condition.

27
Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity




QOuiz Question 3

The lessee sells coal to a northern utility that

requires freeze proofing of coal shipments from
November through March. The sales price,
including freeze proofing, is $15/ton. The freeze
proofing cost is $0.05/ton of coal. What is the value
of the Federal coal for royalty purposes?

28
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Quiz Question 3 Answer

We define gross proceeds as ALL payments and

other consideration passing from buyer to seller.
This includes the cost of putting coal into
marketable condition.
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Offlce o Natural Resolirces Reventies "
Quiz Question 4

In order to meet customer contracted quality, a lessee
purchases 100 tons of coal in a A/L transaction from
a mine for $20 a ton ($2,000) to blend with 100
tons of Federal coal.

You the sell 200 tons of blended coal to the customer
for $17 a ton ($3,400).

Answer the following:

A - How many federal sales tons would the lessee
report to ONRR?

B - What is the lessee’s reportable gross proceeds from
this sale?

30
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) Offlce of Natural Resource‘s Revente:
Quiz Question 4

A - How many federal sales tons would the lessee
report to ONRR?

100 tons

B - What is the lessee’s reportable gross proceeds from
this sale?

$1700=$3400~$1700
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To Review...

* The point where value attaches is normally free
on board (f.o.b.) the mine’s train or truck
loadout facility

* Gross proceeds must be determined (whether
the sale is arm’s length or non-arm’s length) to
establish minimum value

* |If the sales price includes expenses for
transportation or washing, ONRR may grant
allowances on a case-by-case basis

32

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity




Ry S e

RSN

ural Resotirée

SR eventes™

33

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity



Arm’s Length Contract
Definition at 30 § CFR 1206.251

“...means a contract or agreement
that has been arrived at in the
marketplace between independent,
nonaffiliated persons with opposing

economic interests regarding that
contract.”

34
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Arm’s Length Contract
30 § CFR 1206.257

Two part test

o Affiliation must not be controlling

 Parties must have opposing
economic interest

 Contract must meet both of these
conditions 15
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Arm’s Length Contract
Control is determined primarily (but not
exclusively) in terms of ownership:

<10% = no control (ONRR may rebut)
10% to 50% = presume control
>50% = control (nonrebuttable)

ONRR may require the lessee to certify
ownership control.
30 CFR § 1206.251

36
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Arm s Length Cantract

For a contract to be considered Arm’s
Length it must meet the requirements
of the definition of affiliation “for
that production month as well as
when the contract was executed.“

30 CFR § 1206.251

37
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Arm’s Length Contract

Arm’s-Length Valuation Normally Means
Contract Gross Proceeds UNLESS:

Lease terms specify otherwise

Total consideration is not in contract
Coal is not in marketable condition
There is misconduct

Failure to market for mutual benefit of
lessor and lessee exists

38
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Arm’s Length Contract

Indications that parties are not at
arm’s length include:
shared facilities

shared employees

shared/common financial or business
investments and risk

39
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Offlce of Natural Resotrees’ ReVENUES

Quiz Question 5

My purchaser doesn’t own any of my firm’s
voting stock or any other similar
instruments of control. However, my
purchaser provided a loan for my working
capital requirements and in return |
provided a discount of $2/ton plus I repaid
the loan principal and all interest. Is this an
arm’s length contract?

40
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Offlce of Natural Resotrees Reventes

Quiz Question 5 Answer

Arm's-length contract means a contract or
agreement that has been arrived at in the
marketplace between independent,
nonaffiliated persons with opposing
economic interests regarding that contract.

41
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Non-Arm’s Length Valatlo
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Offlce of Natural Resource‘s Reventes
Non-Arm’s Length Valuation

Regulations at 30 CFR
§1206.257 allow the lessee
to determine his own non-
arm’s length value
(subject to ONRR review),
or ash for ONRR assistance

43
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Non-Arm’s Length Valuatlon

There are five benchmarkhs
(criteria)

Benchmarks must be applied
sequentially

Valuation is based on the first
applicable benchmark

Value is never based on less than
gross proceeds

Value is always based on coal in
marketable condition a4
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Offlce of Natural Resotrees Reventes

First Benchmark

Gross proceeds accruing under the non-
arm’s length contract are acceptable if:

* the prices are within the range of sales prices
of comparable arm’s-length contracts

* parties to the arm’s length contract are not
related to the lessee

45
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Second Benchmarh

The price accepted or approved
by the public utility commission
for inclusion in the rates charged
to electric power customers

46
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Offlce of Natural Resources Reventes

Third Benchmark

The price of delivered coal reported to the
Department of Energy, Energy Information
Administration

Used by electric power cooperatives and
investor-owned utilities with >50MW capacity

Transportation and/or washing allowances
usually apply

47
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Fourth Benchmarh

Determine the coal value taking
into account spot prices or other

relevant matters including
circumstances unique to the
mine

48
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Fourth Benchmarh (cont.)

Examples of other relevant matters may include:

Spot market prices of other unaffiliated producers’ with
comparable contracts

Weighted monthly average of comparable arm’s
length sales from the mine

Cost of mining plus a reasonable ROI

Weighted monthly average arm’s length prices
affiliated utility pays to unaffiliated suppliers for
similar coal, even if not comparable contracts.

49
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Fifth Benchmarh

* A net-back or any other reasonable method, following
consultation with ONRR

e Calculate value by subtracting from the ultimate sale
any cost incurred or value added to arrive at an f.o.b
mine price

* “The valuation procedure of last resort”

50
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Quiz Question 6

A lessee sells their coal to an affiliated
logistics company using the same price
found in the lessee’s comparable arm’s
length contracts. The lessee’s affiliate
transports the coal to the buyer and
resells that coal with a 5% mark up.
How would an auditor value the coal
sold under this arrangement?

51
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Offlce of Natural Resotrees’ Reventes

Quiz Question 6

This is a non-arm’s length contract and
needs to be valued using the Federal
coal non-arm’s length valuation
benchmarks found at 30 CFR §1206.257.

52
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Offlce of Natural Resotrees’ Revente:

Transportation and Washing Allowance
Cites and Reporting Requirements

 Federal -- 30 CFR §
1206.258-262

e Indian -- 30 CFR §
1206.457-461
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Transportation Allowances

 Normal point of valuation is f.o.b. mine

* A transportation allowance is allowed
when coal is sold f.o.b. destination, and
the lessee incurs an out-of-pochet
expense

* Allowance cannot reduce royalty to
zero

55
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T ranSportatlon Allowances

* Allocate transportation allowance
according to royalty-bearing lease
percentage

* Non-arms length transportation
deductions are calculated
differently from arms-length

56
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Transportation Allowances

 Arm’s-length

o 4. reasonable, actual costs
incurred by the lessee for
transporting the coal under
that contract...”

* Subject to review and audit
by ONRR
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Transportation Allowances

 Non-arm’s-length calculation

* Unit amount of non-arms-length
transportation allowance in $/ton = non-
arms length allowance amount (allocated
costs/federal tons)

* Allowance in $ = tons delivered from
royalty-bearing lease(s) x allowance rate

58
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T ranSportatlon Allowances

Eligible Expenses:
(all downstream from mine)

* Rail fees

* Stacker/reclaimer charges
* Port and dock charges

* Vessel loading cost

* Vessel survey :
 Demurrage charges out of your control

59
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Transportation Allowances

Ineligible Expenses:

Mine haulage within the lease or within the vicinity
of the mine

Haulage from one mine facility to another

Haulage prior to the first point where can reasonably
be marketed

Quality assurance analysis
Sales commissions and other sales costs

60
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Transportatlon Allowances

 ONRR developed four questions to evaluate
transportation allowance eligibility

* All four of the questions must be answered
and taken into account together to arrive at
the correct eligibility determination

61
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Tramportatlon Allowances
Eligibility Question #1:

Does coal transportation
occur in what could
reasonably be considered the
vicinity of the mine, lease,
etc., which is defined by some
administrative boundary or
definition?
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Transportation Allowances

Eligibility Question #1:

A yes response to question #1

would indicate that the haulage _—

is on the mine/lease and

therefore would not warrant a Yy

transportation allowance. 3 ﬁgﬁ:‘;
63
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Offlce of Natural Resotrees’ Revente:

Transportation Allowances

Eligibility Question #2:

Is the coal transportation considered a part of the
normal mining operation?
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Offlce of Natural Resolirces Reventies "

Transportation Allowances

Mine haulage recognized as necessary to
normal day-to-day mine operations does not
qualify for a transportation Allowance.

65
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Transportation Allowances
Eligibility Question #3:

Does the transportation of coal occur prior to the

first point where production can reasonably be
marketed?
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T ranSportatlon Allowances

It is unusual for a transportation
allowance to be granted before the
first point where production can
easily be marketed

A yes answer may indicate that a
transportation allowance would be
appropriate.

67

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity




5 Tl ST s Rl
OF AN T A R T S e N
. A RO > b SN e Ly R
P /Y "'_;\}‘“.-“{.j("" V'l - ¥ f‘», Wi ".—J N
e o (". = "; % \ '7_: ¢

) Office of Natural Resotirees
Transportation Allowances

Eligibility question #4:

Are there any extraordinary or exceptional

circumstances involving coal transportation
that should be considered as relevant factors
or that could render other transportation
allowance criteria invalid?

68
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Transportatlon Allowances

There may be cases where, even
though one or more of the first three
answers to the transportation
allowance eligibility questions
indicate that the transportation
segment is not eligible for an
allowance, extraordinary or
exceptional circumstances may
render these other criteria invalid
and an allowance would be proper.
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Transportatlon Allowcmces
= For example, a lessee loads coal into highway

trucks in the pit and transports the coal 30 miles
directly to a power plant. Is the lessee due a
transportation allowance?

Does transportation occur in the vicinity of the No Yes
mine?

Is transportation related to a normal mining Yes No
activity?

Does the transportation occur before the coal No No

can be reasonably marketed.

Extraordinary or exceptional circumstances ?
related to the transportation expenses.
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Offlce of N atural Resotr Urces’ Reventes
Transportation Allowances

* In this case there may be extraordinary
circumstances present. If the distance of the
off-mine haulage is greater than the on-min
haulage distance, the lessee may be due a
transportation allowance.

* ONRR determines eligibility by taking into
account the ratio of on-mine/off-mine travel.

For example:
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Lease Boundary

Point of Sale

- 20 Miles 10 Miles i

Ratio: 2/1

Point of Sale
' Ratio: 1/2
10Mliles 20Miiles

Lease Boundary
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Transportation Allowances

If allowance eligibility is unclear...

Lessee should request guidance from
ONRR - submit a written narrative

and include the following data:
« operation description
°* mine maps
 lease boundaries
* mine facility locations
* transportation route
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Tramportatlcn
Allowance Reporting

 Report on ONRR Form 4430 Production cm
Royalty Report

For Indian Properties

* Lessee must also submit a Form ONRR-4293 before
they can claim an allowance

* Until ONRR receives the form, all allowances
claimed will be disallowed
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Quiz Question 7

A lessee sells coal on an f.o.b. destination basis for

$100/ton to a buyer that’s 1,500 miles from the
mine/lease; the buyer pays the contract price which
includes all transportation expenses ($75/ton). Is
the lessee due a transportation allowance?
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Offlce of Natural Resources Reventies

Quiz Question 7 Answer

Yes: The lessees reasonable actual costs may be
claimed as an allowance against their gross
proceeds.

$100-$75=$25/ton
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QOuiz Question 8

Should a transportation allowance be
provided for all tons shipped from a mine to
a off lease sale point if some tonnage is
incidentally (unavoidably) lost in transit?
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Offlce of Natural Resotrees’ Revente:

Quiz Question 8 Answer

Yes: Transportation allowances should
be applied to tonnage lost in transit.
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Washing Allowances

A washing allowance is allowed if
the lessee incurs out of pocket
expenses to wash coal prior to the
royalty determination point

* The lessee must proportionately
allocate washing costs to royalty-
bearing leases

 The claimed allowance cannot
reduce the royalty to zero
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Washing Allowances
= Arm’s-length

= 4 ..reasonable actual costs incurred
by the lessee for washing the coal
under that contract...”

= ONRR prior approval not necessary
but subject to review and audit.
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Washing Allowances

* Non-arm’s-length

* Unit amount of non-arms length washing allowance
in $/ton = non-arms length allowance amount

* Allowance in $ = tons delivered from royalty-bearing
lease(s) x allowance rate
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Washing Allowance Reporting

 Report on ONRR Form 4430 Production and
Royalty Report

* Facility data

* For Indian Properties

* Lessee must also submit a Form ONRR-4292 before
they can claim an allowance

e Until the ONRR receives the form, all allowances
claimed will be disallowed
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