


As explained in greater detail below and in our attached comments submitted on ONRR's draft 
royalty valuation rules from 2015,2 Sierra Club and Earthjustice urge ONRR to take the following 
actions: 

1) Do not repeal the 2016 Rules that made common-sense changes to royalty calculations 
on the sate of publicly-owned natural resources; 

Further, ONRR should update the 2016 Rules to reflect the following changes: 

2) Move the point-of-valuation for federal coal sales from the first arms-length-transaction 
to the final point of sale; 

3) Eliminate all washing deductions that allow coal companies to deduct the cost of 
washing coal before putting it in marketable condition from the royalties owed; 

4) Eliminate or significantly limit allowable transportation deductions; 

S) Revise the "default" valuation provisions to require ONRR to independently set the 
royalty where the lessee engages in fraud, deception, or fails to meet its obligations to 
give ONRR the information necessary to accurately calculate the royalties required to 
ensure taxpayers are fairly compensated for the sale of publicly-owned resources. 

I. ONRR SHOULD NOT REPEAL THE 2016 RULES. 

Consistent with its objectives of offering greater simplicity, certainty, clarity, and consistency in 
federal royalty valuations, ONRR should keep the 2016 Rules in place. As explained in our prior 
comments to ONRR on this topic, the 2016 Rules made critically important, common-sense 
changes to outdated valuation policies by closing an accounting loophole that in recent years 
has been widely-exploited by the coal industry. Those loopholes enabled coal companies to sell 
federal coal to wholly-owned subsidiaries, pay royalties on that artificially-low initial sale price, 
and reap windfall profits when those subsidiaries later sold the coal at far higher prices without 
any additional royalty. As ONRR explained in the proposed rule, "(i]n the years since we wrote 
these regulations, the Secretary of Interior's responsibility to determine the royalty value of 
minerals produced has not changed, but the industry and marketplace have changed 
dramatically." 3 Retaining the 2016 Rules would impose minimal costs on industry (a less than 1 
percent increase in total federal coal, oB, and gas royalties compared to 2010 levels, with a $3.6 
annual reduction in industry's reporting compliance costs), have no impact on the production 
levels for federal or Native American owned natural resources, and generate between $71.9 
million and $84.9 million every year for American taxpayers.4 

2 The comments submitted to ONRR by Earthjustice, Sierra Club, and Colorado 350 dated May 8, 2015 
are attached hereto as Exhibit 1. 
3 80 Fed. Reg. 608 (Jan. 6, 2015). 
4 81 Fed. Reg. 43,359-43,360 (July 1, 2016). 
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