§ 206.452
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accepted by a purchaser under a sales
contract typical for that area.
Mine means an underground or surface excavation or series of excavations
and the surface or underground support
facilities that contribute directly or
indirectly to mining, production, preparation, and handling of lease products.
MMS means the Minerals Management Service of the Department of the
Interior.
Net-back method means a method for
calculating market value of coal at the
lease or mine. Under this method, costs
of transportation, washing, handling,
etc., are deducted from the ultimate
proceeds received for the coal at the
first point at which reasonable values
for the coal may be determined by a
sale pursuant to an arm’s-length contract or by comparison to other sales
of coal, to ascertain value at the mine.
Net output means the quantity of
washed coal that a washing plant produces.
Person means by individual, firm,
corporation, association, partnership,
consortium, or joint venture.
Sales type code means the contract
type or general disposition (e.g., arm’slength or non-arm’s-length) of production from the lease. The sales type code
applies to the sales contract, or other
disposition, and not to the arm’slength or non-arm’s-length nature of a
transportation or washing allowance.
Spot market price means the price received under any sales transaction
when planned or actual deliveries span
a short period of time, usually not exceeding one year.
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[61 FR 5481, Feb. 12, 1996, as amended at 64
FR 43289, Aug. 10, 1999; 73 FR 15891, Mar. 26,
2008]

§ 206.452 Coal subject to royalties—
general provisions.
(a) All coal (except coal unavoidably
lost as determined by BLM pursuant to
43 CFR group 3400) from an Indian lease
subject to this part is subject to royalty. This includes coal used, sold, or
otherwise disposed of by the lessee on
or off the lease.
(b) If a lessee receives compensation
for unavoidably lost coal through insurance coverage or other arrangements, royalties at the rate specified in
the lease are to be paid on the amount

of compensation received for the coal.
No royalty is due on insurance compensation received by the lessee for
other losses.
(c) If waste piles or slurry ponds are
reworked to recover coal, the lessee
shall pay royalty at the rate specified
in the lease at the time the recovered
coal is used, sold, or otherwise finally
disposed of. The royalty rate shall be
that rate applicable to the production
method used to initially mine coal in
the waste pile or slurry pond; i.e., underground mining method or surface
mining method. Coal in waste pits or
slurry ponds initially mined from Indian leases shall be allocated to such
leases regardless of whether it is stored
on Indian lands. The lessee shall maintain accurate records to determine to
which individual Indian lease coal in
the waste pit or slurry pond should be
allocated. However, nothing in this section requires payment of a royalty on
coal for which a royalty has already
been paid.
§ 206.453 Quality and quantity measurement standards for reporting
and paying royalties.
For all leases subject to this subpart,
the quantity of coal on which royalty
is due shall be measured in short tons
(of 2,000 pounds each) by methods prescribed by the BLM. Coal quantity information will be reported on appropriate forms required under 30 CFR
part 210—Forms and Reports.
[61 FR 5481, Feb. 12, 1996, as amended at 66
FR 45769, Aug. 30, 2001; 73 FR 15892, Mar. 26,
2008]

§ 206.454 Point of royalty determination.
(a) For all leases subject to this subpart, royalty shall be computed on the
basis of the quantity and quality of Indian coal in marketable condition
measured at the point of royalty measurement as determined jointly by BLM
and MMS.
(b) Coal produced and added to stockpiles or inventory does not require payment of royalty until such coal is later
used, sold, or otherwise finally disposed
of. MMS may ask BLM or BIA to increase the lease bond to protect the
lessor’s interest when BLM determines
that stockpiles or inventory become
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