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DOI Suggests Revising Royalty Rates in Federal Coal Program Review
Coal Revival Requires New Strategies Beyond Easing Environmental Restrictions Due to Market Realities

On January 11, 2017, the Department of the Interior’s (DOI) Bureau of Land Management (BLM) released a scoping       report identifying potential reforms to the federal coal 
program including options to increase royalty rates and account for climate impact. It is uncertain whether the incoming administration will follow 
the recommendations in the report. President-elect Donald Trump opposed the review and has said he would end the leasing moratorium currently 
in place. Rep. Ryan Zinke (R-MT), Trump’s DOI secretary appointee, has shown a favorable stance towards coal, including opposing the coal leasing moratorium and introducing 
legislation to ensure that states and tribes have a voice in any reforms to federal coal, oil, gas royalties or leasing policy.
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       Market Realities
As long as the price of natural gas - the main competitor of coal 
as a fuel source for electricity generation - remains low, coal 
consumption will continue to decline because of market 
conditions and economics rather than solely due to regulations. 
The fast development of renewables, such as wind and solar, 
will also continue to diminish the share of coal in power 
generation.

       Regulatory Rescue
Moving forward, for coal to remain competitive in the long term, the Trump 
Administration must devise strategies to support coal-fired generation, 
particularly in the light of environmental regulations such as stream rule 
and coal ash rule, which will continue to impede coal development. 
Repealing the Clean Power Plan and limiting environmental restrictions 
could provide a short term reprieve for coal at the expense of emissions 
reductions.
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Recommendation: revise royalty rates 
and make the process more transparent 
and consistent

Large volumes and low costs of federal coal 
can artificially lower market prices and 
reduce royalties
Currently, federal royalty rates are fixed at 
8% for underground mines and >12.5% for 
surface mines

The federal coal program has not been 
updated in 30 years despite dramatic 
changes in energy markets, environmental 
conditions, and national priorities

On January 15, 2016 the DOI announced that it will pause 
coal leasing while it reviews potential reforms 
to the federal coal program to reflect impacts 
on the environment and ensure fair returns to 
taxpayers. The announcement was in response to the 

2016 Secretarial Order No. 3338 which directed the 
BLM to prepare a discretionary PEIS to analyze potential 

reforms to the federal coal program. The DOI instituted a pause on new coal leasing 
during two reviews of the federal coal program in the 1970s and 1980s. According to 
DOI, the review will examine concerns raised by the Government Accountability 
Office, the DOI’s Inspector General, Members of Congress, and the public.

Efforts to follow through scoping report recommendations 
under the new administration unlikely, given that both 
Trump and Zinke, Trump’s nominee for DOI 
Secretary, are inclined to further coal 
development. Zinke will have the option to 

follow the recommendations identified in the report 
or disregard them and lift the moratorium.

May 2016: Zinke introduced the Certainty for States and 
Tribes Act (      S.2938 and       H.R. 5259) to re-establish 
the Royalty Policy Committee to include members from 

states and tribes involved in mineral production on federal 
lands to advise DOI in formulating regulations.
June 2016: Zinke condemned DOI regulations to overhaul 

the royalty and valuation process for coal, oil, and gas production on federal and 
tribal lands, saying it will make the process even more expensive for the Crow Tribe.
March 2015: Zinke announced the introduction of a bill to make the Indian Coal 
Production Tax Credit permanent.
Zinke also expressed his stance against the Clean Power Plan citing its adverse 
impacts on the Montana economy. He was a cosponsor of the Ratepayer 
Protection Act of 2015 (      H.R.2042), which would protect state’s rights to 
exempt themselves from federal plans. He co-sponsored     H.R. 702 which would 
have repealed the crude oil export restrictions imposed during the 1970s energy 
crises. Zinke has also expressed objection when President Obama announced he 
would reject the Keystone XL pipeline for environmental concerns, and was a 
co-sponsor of the Keystone XL Pipeline Act.
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Ryan Zinke’s track record

Coal is facing a setback in its major market, the electricity sector, due to competition from low-carbon and low-cost natural gas as well as 
renewables, primarily wind power. Although Trump may undo the Clean Power Plan and other regulations that impede the coal development, structural changes in U.S. 
energy markets facilitated by technological innovations and new regulatory initiatives, have called into question the future of the coal industry. Coal is no longer considered an 
economic choice for electricity generation, due to persistent competition from natural gas and wind power. In addition to the Clean Power Plan, a string of regulations, such as 
the Mercury and Air Toxic Standards (MATS) have made coal-fired generation cost-prohibitive. The Trump administration could scale back some of these rules, 
but utilities have already installed costly emissions controls to comply. There is also the possibility of easing restrictions on natural gas pipeline 
expansions and facilitating gas exploration and production, which imply more competition from natural gas.
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0 2 4 6 8 10 12 14

coal

natural gas

petroleum liquids

other

Electricity generating capacity retired in 2015, GW

In 2015, coal accounted for 80% of 
electricity generation retirements

In 2015, coal industry activity 
dropped by:

In 2015, federal coal accounted for 
42% of the U.S. coal, with most of 
the production based in Wyoming

In April 2015, natural gas-fired 
generation surpassed that of coal, 
which has seen a steady decline
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