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Tri-State supports continuation of the royalty valuation procedures for coal established by 
the rules and regulations in effect prior to January 1, 2017 (Old Rule). Those rules are clear and 
workable for both royalty payors and ONRR. In addition, those rules rely upon actual sales data 
to value coal and that information is the best evidence of market value for coal. 

Tri-State does not support the changes to the Old Rule which were made by the 
Consolidated Federal Oil & Gas and Federal & Indian Coal Valuation Reform rulemaking and 
took effect on January 1, 2017 (2017 Rule). Tri-State has submitted detailed comments in 
support of the repeal of the 2017 Rule in response to the Notice of Proposed Rulemaking 
"Repeal of Consolidated Federal Oil & Gas and Federal & Indian Coal Valuation Reform," RIN 
1012-AA20, 82 Fed. Reg. 16323 (April 4, 2017). In brief, the 2017 Rule improperly abolishes 
the benchmarks for valuing non-arm's-length sales of coal and seeks to value coal sold at non
arm's-length using methods that are arbitrary, capricious, improperly vague, and contrary to law. 

Summary of Comments 

~ The procedures for federal coal royalty valuation in the Old Rule should be retained 
because they are clear and workable for both the royalty payor and ONRR and 
properly reflect fair value of the coal. 

~ The 2017 Rule improperly values coal sold under non-arm's-length contracts using a 
netback from electricity sales. This valuation method is contrary to the Mineral 
Leasing Act and longstanding agency practice, is unworkable, and arbitrary and 
capricious. Furthermore, ONRR should not use geothermal generation and 
transmission allowances as surrogates for costs of electricity generation and 
transmission. 

~ The 2017 Rule's valuation methodology creates substantial uncertainty regarding 
what lessees must do to achieve compliance and is therefore arbitrary and capricious 
and contrary to law. 

~ ONRR' s coal transportation allowances are improperly vague and overly 
cumbersome to calculate. 

~ The 2017 Rule arbitrarily discriminates between federal mineral lessees by treating 
coal lessees differently than oil and gas lessees and by treating coal cooperatives 
differently than other coal lessees. 
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