To estimate the social cost of carbon damages from this coal, expected to be burned
between 2015 and 2030, we calculated the social cost of carbon damages from the total
amount of carbon pollution (3,922,481,766 metric tons of CO,) in 2015, 2020, 2025, and
2030, and then averaged those amounts. The result is that using a 5.0% discount rate,
we would expect $52,953,503,841 in damages; 3.0% discount rate, $177,492,299,912;
2.5% discount rate, $263,786,898,764; and 3.0% discount rate, 95th percentile,
$530,515,658,852.

In contrast, the total amount of revenue generated from those coal lease sales was
$2,310,109,402.

Total social cost of carbon damages from 3,922,481,766 metric tons
CO, emitted 2015 - 2030

5.0% discount rate, average $52,953,503,841
3.0% discount rate, average $177,492,299,912
2.5% discount rate, average $263,786,898,764

3.0% discount rate, 95th percentile $530,515,658,852

Ill. A ton of publicly owned coal leased during the Obama administration will, on
average, cause damages estimated at between $22 and $237, using the federal
government’s social cost of carbon estimates - yet the average price per ton for
those coal leases was only $1.03.

We can also calculate an average social cost of carbon figure for each ton of coal by dividing
the total social cost of carbon damages by the total quantity of publicly owned coal leased
during the Obama administration, 2,237,004,772 tons. The result is that on average, using a
5.0% discount rate, we would expect $22.21 in damages per ton of coal; 3.0% discount rate,
$79.34 per ton of coal; 2.5% discount rate, $117.92 per ton of coal; and 3.0% discount rate,
95th percentile, $237.15 per ton of coal.

In contrast, the average price per ton for those coal leases was only $1.03.

Average social cost of carbon damages per ton of publicly owned coal
leased during 2009 - July 2014

5.0% discount rate, average $22.21
3.0% discount rate, average $79.34
2.5% discount rate, average $117.92

3.0% discount rate, 95th percentile  $237.15
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Average social cost of carbon (SCC) damages vs. average
price per ton of coal leased during the Obama administration

$1.03

Average price per SCC ,5.0% SCC
ton of coal di te di

($22.21)

,3.0% SCC
te di

,2.5% SCC
te

,95th

($79.34)

($117.92)

($237.15)

Note that these figures are the averages, and there would be variations for each coal lease
based on its energy content (BTU/Ib), type of coal and CO, coefficient, and the period over
which each coal lease may be mined and burned. Because the vast majority (96.5%) of this
coal is from mines in Wyoming, these average results will most closely reflect those coal leases,
which are sub-bituminous coal, with relatively low BTU values between 8501 and 9011, and as
noted above, expected by the Interior Department to be mined between 2015 and 2030.

IV. The federal coal leasing program amounts to a major fossil fuel subsidy, favoring
coal at the expense of cleaner methods of generating electricity.

A January 2013 report from the International Monetary Fund (IMF), “Energy Subsidy Reform:
Lessons and Implications,” demonstrates that a failure to include the externalities of fossil
fuels — such as the impacts of climate change and public health — represents the majority of
fossil fuel subsidies globally.'" Because of this, the IMF data show that the United States is the
top fossil fuel subsidizing nation, at over $500 billion each year. The IMF report notes how low
coal prices lead to a particularly major subsidy: “For some products, such as coal, post-tax
subsidies are substantial because prices are far below the levels needed to address negative
environmental and health externalities.” The IMF summarizes the problem:

| The negative externalities from energy subsidies are substantial. Subsidies cause

I overconsumption of petroleum products, coal, and natural gas, and reduce incentives
I for investment in energy efficiency and renewable energy. This over-consumption in

I turn aggravates global warming and worsens local pollution.




A report'? from the Institute for Energy Economics and Financial Analysis (IEEFA) highlights how
this dynamic has unfolded with the federal coal leasing program, a prime example of policies
that fail to consider the climate change and public health impacts of subsidized coal:

I The availability of cheap coal from the PRB has not only provided the industry with

I a price advantage that has allowed much deeper market penetration throughout

I the years—from 5 percent in 1982 to nearly 48 percent today—but it has also had

| significant implications for the nation’s energy policy. For the past 30 years, the U.S.
I government has effectively selected coal as the primary energy source to power the
| nation’s electric grid. In addition to its market penetration, analysts have concluded
I that coal’s dominance has effectively prevented the development of public—private

| partnership policies and programs to improve energy diversity in the United States.

The recent federal court ruling also noted how increased supplies of cheap coal must be
considered in the context of other methods of generating electricity, to reject BLM’s argument
“that the same amount of coal will be burned whether or not” a particular coal lease is
approved:

The production of coal in the North Fork exemption will increase the supply of cheap,
low-sulfur coal. At some point this additional supply will impact the demand for coal
relative to other fuel sources, and coal that otherwise would have been left in the

I
I
I
I ground will be burned.

V. The Bureau of Land Management has not adjusted to the US coal mining industry’s
efforts to increase exports of publicly owned coal.

Another problem with the federal coal leasing program is that Bureau of Land Management
officials have failed to comprehend or adjust to the US coal mining industry’s efforts to increase
exports of publicly owned coal. The Interior Department Inspector General report'® determined
that “BLM does not fully account for export potential in developing the FMVs” (Fair Market
Values), and the GAO report™ highlighted the shortcomings of the Wyoming BLM office:

' “..economic and appraisal reports in Wyoming typically contained generic boilerplate

' statements about the possibility of coal exports in the future and the uncertainty

' surrounding them, rather than specific information on actual or predicted coal

' exports—even for proposed lease tracts that were adjacent to mines on federal leases
' that are currently exporting coal.”

For several years, the US coal mining industry’s efforts to increase exports of publicly owned
coal has been widely reported and openly discussed within the coal industry, yet statements
from BLM officials responsible for managing this publicly owned coal suggest that they are
either somehow unaware of these developments, or deliberately ignoring them. For example,
in December 2013, several months after the Inspector General report, the BLM’s chief of solid
minerals branch in Wyoming told Bloomberg BNA, “Our position in BLM Wyoming is that the
coal isn’t being used for export. We generally assume that the coal is going to be used for
domestic use. We can’t say that it will never be used for export, but right now, we’re not seeing
that. It’'s speculative at this point.”’® Meanwhile, the CEO of Peabody Energy was touting his
company’s current exports of publicly owned coal from its North Antelope Rochelle mine to the
Wall Street Journal:
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I Mines in Wyoming’s Powder River Basin offer a healthy future for the U.S. coal industry,
I Mr. Boyce says. “We have the largest mine in the world there, and it has one of the

I lowest cost structures for a mine of its size,” he says. “The coal there travels to all

I corners of the world.”®

A year and a half earlier, BLM Wyoming approved two major coal lease sales that allowed
Peabody to add 1.1 billion tons of coal to that very coal mine. The Record of Decision for

the Environmental Impacts Statements for those leases failed to consider export potential,

and included boilerplate justifications that, “The public interest is served by leasing the South
Porcupine LBA tract because doing so provides a reliable, continuous supply of stable and
affordable energy for consumers throughout the country.”*”

Arch Coal CEO John Eaves has also touted current exports of publicly owned coal from its West
Elk mine in Colorado, the same mine that was recently blocked from expansion by the federal
court ruling. During his company’s fourth quarter 2013 earnings call, he stated: “As you know our
West Elk mine in Colorado is heavily focused on the export market. As 50% of the mine’s output
were sold in the Europe, Latin America and Asia in 2013.”18

Ambre Energy, an Australian company that is pushing the Morrow Pacific and Millenium Bulk
coal export terminal proposals in the Pacific Northwest, touts on its website that its Decker mine,
which is publicly owned coal, is, “Geographically well-positioned for Asian market via export
through the Pacific Northwest.”"® The company even specified in a June 2013 presentation to
the Wyoming Infrastructure Authority Breakfast that its business plan is to “Take competitive
advantage of an undervalued US coal market.”2°

Cloud Peak Energy currently exports publicly owned coal from its Spring Creek mine, and CEO
Colin Marshall told investors during the company’s fourth quarter 2012 earnings call that it is
focused on building an “export-focused mine complex” around the mine.2!

Although the coal industry has argued that exports are currently a small portion of Powder River
Basin coal production, this obscures that the industry hopes to boost exports in future years, as
the Interior Department Inspector General report explained:

I We believe that FMV determinations need to fully account for current and future export
I potential even if export volumes are relatively low at the present time. A coal mine is a

I long-term, commercial project, and operations may extend over decades. Exports from
I the Powder River Basin are expected to increase substantially in the coming years.

I Accordingly, all coal lease sales should fully recognize this factor in the valuation of the

I commodity.

More information about the export of publicly owned coal is detailed in the Sightline Institute
report, “Unfair Market Value: By Ignoring Exports, BLM Underprices Federal Coal.”?

A L T Y
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VI. Major exports of publicly owned coal would undermine global efforts to reduce
carbon pollution.

As we've seen, the cheap coal made available by the federal coal leasing program has
encouraged increased coal consumption in the United States for decades, at the expense
of cleaner forms of energy. Combined with the US coal industry’s efforts to boost exports,
subsidized US coal could have a similar impact abroad, undermining global efforts to reduce
carbon pollution.

Evidence of this dynamic can be seen in recent increases of US coal exports to Europe. The
Tyndall Centre for Climate Change Research at the University of Manchester considered this in an
October 2012 report, “Has US Shale Gas Reduced CO, Emissions?,”?® focused on the increase
in US coal exports as US utilities reduced coal in favor of natural gas between 2008-2011:

I The calculations presented in this report suggest that more than half of the emissions

I avoided in the US power sector may have been exported as coal. In total, this export is
I equivalent to 340 MtCO, emissions elsewhere in the world, i.e. 52% of the 650 MtCO, of
| potential emissions avoided within the US.

A March 2014 analysis* from the CO, Scorecard Group also considered this topic, and in
September 2013 the US Energy Information Administration included the availability of “favorably
priced U.S. exports of coal” as one of several factors that have increased coal consumption in
Europe.?® Although some of the coal exported to Europe through East Coast and Gulf Coast
terminals is publicly owned coal (such as from Arch Coal’s West Elk mine in Colorado), the
majority is not. If the US coal industry succeeds in exporting large quantities of publicly owned
coal from the Powder River Basin, where most publicly owned coal is mined, to the Pacific
seaborne coal market, it would have a similar effect, according to an economic analysis from Dr.
Thomas Power, “The Greenhouse Gas Impact of Exporting Coal from the West Coast.”

I This paper concludes that the proposed coal export facilities in the Northwest will result

I in more coal consumption in Asia and undermine China’s progress towards more efficient
I power generation and usage. Decisions the Northwest makes now will impact Chinese

I energy habits for the next half-century; the lower coal prices afforded by Northwest coal

I exports encourage burning coal and discourage the investments in energy efficiency that
[ China has already undertaken.?®

The damage from a major increase in exports of publicly owned coal to Asian markets would

go beyond encouraging more coal consumption in a region that is struggling to respond to an

air pollution crisis. As the world’s top emitting countries, efforts by the United States and China

to increase cooperation and ambition to reduce carbon pollution are watched closely by other
countries, businesses, and communities. Major exports of US publicly owned coal, obtained
under outdated policies at subsidized prices, would send a troubling signal about the integrity and
seriousness of the United States’ climate policies.

© Tim Aubry/ Greenpeace



VII. The federal coal leasing program is the source of 40% of US coal extraction, with
major impacts on coal markets and carbon pollution.

The US Energy Information Administration reported that in 2013, 401 million tons of coal

came from federal lands, 40.4% of total US coal extraction.?” By any measure, this is a huge
quantity of coal, with a corresponding major effect on coal markets. This is especially true in the
Western United States, as the IEEFA report noted:

I Given that the United States owns almost all the coal in the region, the U.S.

I government holds an effective monopoly of western coal. As a result, government

I policies—or more precisely those of the DOl—are extremely influential and shape

I annual coal production levels and the market price of coal.

Of course, publicly owned coal also represents a major source of carbon pollution, as detailed
in a 2012 report prepared for the Wilderness Society, “Greenhouse Gas Emissions from Fossil
Energy Extracted from Federal Lands and Waters.”?® That report showed that in 2009, “fossil
fuel extraction from federal lands and waters by private leaseholders could have accounted

for approximately 23% of total U.S. GHG emissions and 27% of all energy-related GHG
emissions.” The report also found that coal is responsible for most of the carbon pollution from
those federally leased fossil fuels; in 2010, coal was responsible for 888,946,650 metric tons of
CO,, 57% of the total 1,550,638,866 metric tons of CO,,.

But despite the major impacts of the federal coal leasing program on the price of coal and
carbon pollution, it has been largely administered by state BLM offices, with minimal oversight
from the Interior Department, much less the White House.

For example, the Buffalo Field Office of

the Wyoming State BLM has proposed?®® . . . .
a Regional Management Plan (RMP) and Comparison of CO2 emissions (in metric

Environmental Impact Statement (EIS) tons) unlocked by coal lease sales during 16,921,200,000
which estimates 28 new coal leases Obama admin to EPA Clean Power Plan
amounting to 10.2 billion tons of coal.®® CO2 reductions and estimated Buffalo
The Buffalo RMP proposal doesn’t include RMP Proposal CO2 emissions

sufficient detail to calculate the quantity

of carbon pollution as precisely as this
report did for coal already leased during
the Obama administration, but it is possible
to estimate the carbon pollution using the
same methodology that BLM has used for
similar Wyoming coal. For its environmental
review of the Hay Creek Il coal lease®' in

Wyoming, BLM estimated CO, emissions 3:922:481,766
from the coal using an “emission factor
of 1.659 metric tons CO,/ton of coal
burned” and we can assume similar sub-
bituminous coal with relatively low BTU
values in the Buffalo RMP area. That would CO2 unlocked by coal COZ2 reductions from Estimated CO2 in
mean this BLM field office expects to lease lease sales during EPA Clean Power Buffalo RMP proposal
coal that would unlock an estimated 16.9 Obama admin Plan, 2020-2030

billion metric tons of carbon pollution. In
comparison, the Obama administration’s 5,344,000,000
Clean Power Plan is expected to reduce
carbon pollution by 5.3 billion metric tons
between 2020 and 2030, according to the
Natural Resources Defense Council.?
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VIIl. A moratorium and comprehensive review of the federal coal leasing program is
needed to ensure that it does not continue undermining President Obama’s Climate
Action Plan.

Over a year ago, President Obama reminded us that “someday, our children, and our children’s
children, will look at us in the eye and they’ll ask us, did we do all that we could when we had
the chance to deal with this problem and leave them a cleaner, safer, more stable world?”% But
so far, the Bureau of Land Management and Interior Department have continued to ignore the
carbon pollution from leasing publicly owned coal, and have failed to pursue meaningful reform
of the program. The Interior Department has largely ignored repeated requests for reform from
community and landowner groups in the Powder River Basin region,® environmental groups,®
taxpayer advocates,* and elected officials including Oregon Governor John Kitzhaber,®” Senator
Ed Markey,® and the US Congress Bicameral Task Force on Climate Change.*®

Interior Secretary Sally Jewell and others in the Obama administration should take the President’s
call to climate action seriously, beginning with a moratorium and comprehensive review of the
federal coal leasing program, including its role in fueling the climate crisis.

© Yin Kuang/ Greenpeace
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