Thursday, May 7, 2015

Armand Southall

Regulatory Specialist

P.O. Box 25165, MS 61030A
Denver, Colorado 80225

Subject: Close loopholes for the coal industry -- Consolidated Federal Oil and Gas and
Federal and Indian Coal Valuation Reform (Docket ID: ONRR-2012-0004-0024)

Dear Office of Natural Resources Revenue Regulatory Specialist Mr. Southall,

As a citizen and taxpayer concerned about the impacts of continued coal leasing on
wildlife, habitat, and our climate, | am writing to express support for the Office of Natural
Resources Revenue (ONRR) proposed rulemaking to reform how Federal oil and gas
and Federal and Indian coal are valued. The proposed rule takes important steps, but it
should go even further. | urge you to adopt even stronger regulations that will help slow
the impacts of coal leasing, not subsidize it. Ideally, the federal government should stop
leasing out public lands to the coal industry. Coal, oil, and gas companies that are
allowed to continue mining on public and Indian lands must be required to pay their fair
share and should not be allowed to dodge royalty payments by exploiting outdated
loopholes.

“Our duty to the whole, including to the unborn generations, bids us to restrain an
unprincipled present-day minority from wasting the heritage of these unborn
generations. The movement for the conservation of wildlife and the larger movement
for the conservation of all our natural resources are essentially democratic in spirit,
purpose and method.”

-- Theodore Roosevelt

It is time for the Department of the Interior (DOI) to close loopholes that let the coal
industry rip off the American public. Companies should not be allowed to profit at the
expense of our climate and our public lands. With 40% of our nation's coal coming from
public lands, the DOI has a vital role to play in ensuring industry pays its fair share.
Closing this coal export loophole is a good first step to fix the DOI's giveaways to the
coal industry, but much more is needed. Ultimately, coal needs to stay in the ground in
order to keep us from pushing past an irreversible climate tipping point.
“l think America will have come to maturity when it will be possible to erect
somewhere in the United States a great bronze marker which will read:
“Beneath these lands which surround you there lies enormous mineral wealth.
However, it is the judgment of the American people, who locked up this area, that
these lands shall not be disturbed, because we wish posterity to know that
somewhere in our country, in gratitude to nature, there was at least one material
resource that we could let alone.”
-- Freeman Tilden
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The current process has not undergone review since 1989 and is outdated, lacks
transparency, and does not produce a fair return to American taxpayers. With one-
quarter of fossil fuel production coming from federally-managed areas, contributing
nearly one-quarter of our energy-related carbon emissions, the federal government
plays an important role in ensuring the true social cost of that production is accounted
and paid for. Furthermore, ONRR has a duty to set royalty rates that produce a fair
return to American taxpayers. Due to easily exploitable loopholes and perverse
subsidies, the federal government is giving away more than $1 billion every year to the
fossil fuel companies that are destroying our environment, spewing climate-disrupting
emissions into the air, and threatening public health and wildlife. These practices are
unfair and need to stop. If the social cost of carbon were incorporated into the lease
price, the price should be as high as $62 per ton.

“Then | say the Earth belongs to each generation during its course, fully and in its
own right, no generation can contract debts greater than may be paid during the
course of its own existence.”

-- Thomas Jefferson

Nowhere is the noncompetitive and unfair royalty system more clearly demonstrated
than for federal coal. Since 1990, only 10 percent of the 107 leased coal tracts had
more than one bidder. The average price per ton of Powder River Basin coal, where 87
percent of coal from public lands is produced, is $1.03. The failure to auction coal
leases for their fair market value equals a revenue loss of approximately $28.9 billion
over the past 30 years. Coal companies also engage in captive transactions whereby
they sell federal coal to their own subsidiaries at depressed prices, then resell that coal
on the export market for almost ten times its domestic value. This loophole results in an
effective royalty rate of 4.9 percent, far below the minimum 12.5 percent required by
law.

“As we peer into society’s future, we—you and |, and our government—must avoid
the impulse to live only for today, plundering for our own ease and convenience the
precious resources of tomorrow. We cannot mortgage the material assets of our
grandchildren without risking the loss also of their political and spiritual heritage. We
want democracy to survive for all generations to come, not to become the insolvent
phantom of tomorrow.”

-- Dwight D. Eisenhower

Therefore, | support ONRR’s attempt to close the loophole and end wasteful subsidies
(although I would much prefer the federal government stop leasing our public lands to
the coal industry). Royalty rates for federal coal, oil and gas should be applied to the
true market price at the final point of sale, and transportation reductions should be
limited to 50 percent of their costs, or eliminated altogether. The effective royalty rate
assessed for surface coal should be at the statutorily mandated 12.5% and at least 8%
for underground coal. There must also be transparency to show that effective royalty
rates are being adequately assessed. Such reforms will help the federal government
collect a fair return to American taxpayers, increase transparency, and reduce corporate
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abuse. In addition, putting a fair and accurate price on the extraction and use of public
fossil fuels is essential for determining their true economic, environmental and social
cost. If those costs were incorporated into the federal government’s leasing decisions, it
would become clear that the only place for dirty fossil fuels is to leave them in the
ground.

“The ultimate test of a moral society is the kind of world that it leaves to its children.”
-- Dietrich Bonhoeffer

Leasing public fossil fuels is counterproductive to the administration’s climate mitigation
goals and contrary to the latest climate science, which tells us that 80 percent of fossil
fuel reserves must remain in the ground to have a chance at avoiding irreversible
climate catastrophe. Continued encouragement of leasing new coal mines will harm
declining wildlife species, devastate crucial habitat and dramatically increase carbon
pollution that is driving climate change and putting all wildlife at risk. In order to curb
climate change and protect the planet, it is critical that we keep publicly-owned coal
underground. Until we close this loophole, the federal coal program will continue to
undermine President Obama's climate plan and his legacy.

“Every man who appreciates the majesty and beauty of the wilderness and of wild
life, should strike hands with the farsighted men who wish to preserve our material
resources, in the effort to keep our forests and our game beasts, game-birds, and
game-fish—indeed, all the living creatures of prairie and woodland and seashore—
from wanton destruction. Above all, we should realize that the effort toward this end
is essentially a democratic movement.”

-- Theodore Roosevelt

Again, | urge you to adopt stronger regulations that will help slow the impacts of coal
leasing, not subsidize it. Coal companies that are allowed to continue mining must be
required to pay their fair share and should not be allowed to dodge royalty payments by
exploiting outdated loopholes.

“A thing is right when it tends to preserve the integrity, stability, and beauty of the
biotic community. It is wrong when it tends otherwise.”
-- Aldo Leopold

Thank you for utilizing the tools at your disposal to minimize the impacts of energy
development on our public lands and to protect wildlife and our climate. Thank you for
your consideration of my comments. Please do NOT add my name to your mailing list. |
will learn about future developments on this issue from other sources.

Sincerely,

Christopher Lish
Olema, CA
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