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RE: Update on GAO Report on Coal Leasing

Nancy Thomas <nancy_thomas@ios.doi.gov> Fri, Nov 1, 2013 at 2:30 PM
To: Janet Lin <jhlin@blm.gov>

Cc: Janine Velasco <jwelasco@blm.gov>, Richard Cardinale <richard_cardinale@ios.doi.gov>, LaVanna Stevenson
<listeven@blm.gov>, Pam Haze <pam_haze@ios.doi.gov>, Mitchell Leverette <mleveret@blm.gov>

Janet,

Apparently GAO misspoke or spoke uninformed about that, and later realized that they have to include
the statement. And that is where the appropriate designation of the sensitivity level comesin.

So the designation of “FOR OFFICIAL USE ONLY — Releasable Only to Congress and Cognizant Federal
Agencies,” is legal and cannot be violated by DOI or the Hill.

Hope that helps!

Nancy

From: Lin, Janet [mailto:jhlin@bim.gov]

Sent: Friday, November 01, 2013 2:15 PM

To: Nancy Thomas

Cc: Janine Velasco; Richard Cardinale; LaVanna Stevenson; Pam Haze; Mitchell Leverette
Subject: Re: Update on GAO Report on Coal Leasing

Hmmm. That is interesting because at the meeting GAO indicated that there WOULD NOT be a reference to the
existence of a SBU report in the public report and it was further implied, based on my recollection, that we, the
Hill, or others could not reveal its existence.

On Fri, Nov 1, 2013 at 2:10 PM, Nancy Thomas <nancy_thomas@ios.doi.gov> wrote:

Janet,
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| just got off the phone with Liz Erdmann. | am not familiar with the SBU reports either.

Yes, there will be a statement in the public report that would indicate the existence of the SBU report. It
will state something to the effect that it is identical to the SBU report, which includes information relating
to the FMVs calculated on past coal lease sales.

Hope that helps! So, the designation of the appropriate sensitivity level has to be assigned by us. GAO
will then issue it with that designation. Apparently this doesn’t happen as often but does occasionally.

Nancy

From: Lin, Janet [mailto:jhlin@blm.gov}

Sent: Friday, November 01, 2013 1:53 PM

To: Nancy Thomas

Cc: Janine Velasco; Richard Cardinale; LaVanna Stevenson; Pam Haze; Mitchell Leverette
Subject: Re: Update on GAO Report on Coal Leasing

Nancy -

Can you provide any information on SBUs? It sounds like determinations are made as to the level of sensitivity,
but are there certain guidelines that apply to all SBUs? For example, at a meeting, GAO indicated that the
existence of an SBU would not be provided in the public report and we would not reveal the existence of such a
report to the public? | am not familiar with these types of reports.

Pam - we are meeting with Hill Staff (Markey/Wyden) on Tues with pre-brief Mon.

On Fri, Nov 1, 2013 at 1:14 PM, Nancy Thomas <nancy_thomas@ios.doi.gov> wrote:
FYI! See message below from GAO.

The bottom line is that there will be 2 reports on coal, one public final report (what we reviewed and commented
on in August) and the other (sensitive) which will only be issued to Congress and to DOI. However when the
sensitive report is transmitted, a technical and sensitivity review will have to be done. However as stated in the
last paragraph, a formal comment letter will not be required.

| will keep you posted if | hear any additional information.

Thanks

Nancy

https://maii.g cogle.comymail/b/388/u/0/ 7ui=28ik=689fc 367 3d&view=pt&g ="coal leasing report'&qs=truedsearch=query&th=14214ee73320ae5c
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Nancy Thomas | DOI OIG/GAO Audit Liaison
US DEPARTMENT OF THE INTERIOR (DOI)

1849 C Street NW | Washington, DC 20240 | Direct: 202.208.7954
nancy_thomas@ios.doi.gov | www.doi.gov

From: Erdmann, Elizabeth [mailte: ErdmannE@gao.gov]

Sent: Friday, November 01, 2013 12:44 PM

To: 'Leverette, Mitchell'; Radden-Lesage, Bill; 'janet_lin@blm.gov'; lavanna_Stevenson@blm.gov; 'Nancy Thomas'
Cc: Fennell, Anne-Marie; Heacock, Scott; Capaccio, Antoinette C; Johnson, Richard P

Subject: Update on GAO Report on Coal Leasing

Hello-

As you all know, we have been working to come up with a way to resolve the impasse that has resulted from
discussions on whether information could be included in the federal coal leasing report with regard to the
difference between the presale FMV and the winning bid. After several conversations with BLM and the Hill, we
have decided to do the following:

. We will issue the report as it currently stands, and that BLM has previously revewed and commented on,
as a public report. No changes will be made to it.

. In addition, we will be issuing a Sensitive But Unclassified (SBU) report that will essentially be the public
version of the report, plus the information mentioned above on the difference between the presale FMV and the
winning bids. GAO occasionally issues SBU reports to protect the public disclosure of certain information.
Specifically, the SBU report will contain a sentence in the text (and an accompanying footnote) delineating the
awerage difference between the presale FMV and the winning bid (this is the sentence that we sent over to you
months ago that started us down this path), as well as an appendix listing the difference for each of the 31 lease
sales we reviewed.

Within the next 1-2 weeks, we will be transmitting the SBU report to you for (1) technical review of the NEW
information and (2) a sensitivity review. It will be up to Interior/BLM to review and assign the appropriate
sensitivity to the report. Pending your review and as a precaution, we hawe tentatively marked the draft report as
“FOR OFFICIAL USE ONLY - Releasable Only to Congress and Cognizant Federal Agencies,” and we will
modify that, if needed, according to your final determination of the level of sensitivity required. The final report will
be marked with this sensitivity information on the cover, as well as the top and bottom of all pages in the report.

We are not looking for Interior to provide a new official comment letter; however, if one is provided it would be
printed in the SBU wersion of the report. Again, we are looking for any technical comments on the new material,
as well as your response conceming the level of sensitivity. If you have any questions in the meantime, please
feel free to let us know.

Best regards-

https://mail g cogle.com/mail/o/388//0/7ui=2&ik=689fc367 3d&view=pt&q="coal leasing report"&qs=truelsearch=query&th= 14214ee73320ae5¢c
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Liz

Elizabeth Erdmann

Assistant Director, Natural Resources and Environment
U.S. Government Accountability Office

202-512-8113

erdmanne@gac.gov

http:/fwww.gao.gov

Connect with GAC: Facebook, Twitter, Flickr, YouTube, podcasts
Subscribe to our feeds or email updates

Janet Lin | Chief of Staff

Bureau of Land Management | U.S. Department of the Interior
1849 CStreet, NW | Washington, DC 20240

202-208-3801 | jhlin@blm.gov

Janet Lin | Chief of Staff

Bureau of Land Management | U.S. Department of the Interior
1849 CStreet, NW | Washington, DC20240

202-208-3801 | jhlin@blm.gov
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Fwd: FW: GAO Coal Leasing report for agency comment (361421)

Glenn, Douglas <douglas_glenn@ios.doi.gov> Wed, Jul 24, 2013 at 12:06 PM
To: Richard Cardinale <richard_cardinale@ios.doi.gov>

Hi Rich,
FY| attached and below. Apologies if someone else already forwarded to you.
Thank you,

Douglas A. Glenn
DCFO & Director, Office of Financial Management

Forwarded message
From: Nancy Thomas <nancy_thomas@ios.doi.gov>

Date: Wed, Jul 24, 2013 at 10:03 AM

Subject: FW: GAO Coal Leasing report for agency comment {(361421)

To: Mitchell Leverette <mleveret@blm.gov>, Bill Radden-Lesage <brlesage@blm.gov>,
lavanna_Stevenson@blm.gov, Jason Powell <jlpowell@blm.gov>, Gregory Muehl <gmuehl@blm.gov>

Cc: Sharon Blake <sharon_j_blake@ios.doi.gov>, Eric Eisenstein <eric_eisenstein@ios.doi.gov>, Douglas Glenn
<douglas_glenn@ios.doi.gov>, Pam Haze <pam_haze@ios.doi.gov>, Celina Cunningham
<celina_cunningham@ios.doi.gov>, Rebecca Mack <rmack@blm.gov>, Tiya Samuels <tsamuels@blm.gov>,
Ann DeBlasi <amdeblas@bim.gov>, Janine Velasco <jwelasco@blm.gov>

Good Morning!

Attached is the GAO draft report on Coal Leasing with seven recommendations to BLM. Kindly review and
prepare a response to be signed by the Assistant Secretary of Land and Minerals.

In order to facilitate the departmental review and surnaming, kindly forward a copy of the proposed draft

response to me by August 13", Kindly keep me in mind that this is a draft report and therefore its
distribution must be limited for review purposes only.

Thanks and do not hesitate to contact me if you have any questions.

Thanks

Nancy

https://mail.g oogle.com/mail/b/388/ 0/ ?ui= 2&ik=689fc367 3d&view=pt&q ="gao coal leasing report"&qs=true&search=query&th= 140116f2a33960fc 3
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Nancy Thomas | DOI OIG/GAC Audit Liaison

US DEPARTMENT OF THE INTERIOR (DOI)

1849 C Street NW | Washington, DC 20240 | Direct: 202.208.7954
nancy_thomas@ios.doi.gov | www.doi.gov

From: Heacock, Scott [mailto: HeacockS@gao.gov]

Sent: Wednesday, July 24, 2013 9:45 AM

To: nancy_thomas@ios.doi.gov; Douglas_Glenn@ios.doi.gov; Sharon_j_blake@ios.doi.gov
Cc: Erdmann, Elizabeth; Fennell, Anne-Marie

Subject: GAO Coal Leasing report for agency comment (361421)

July 24,2013

The Honorable Sally Jewell

Secretary of the Interior ’

Dear Madam Secretary:

Enclosed is a copy of our proposed repart entitled Coal Leasing: BLM Could Enhance Appraisal Process, More Explicitly
Consider Coal Exports, ond Provide More Public Information (GAO-13-586). We are providing this draft for your review
and comment before the report is issued. Our work was done under engagement code 361421.

We would like to obtain the department’s written or oral comments from you or your designated representative by
August 21, 2013. These comments will be reflected in the final report. We prefer written comments and request that the
written comments be provided electronically. However, we will accept comments provided in hard copy, orally, orinan
unsigned e-mail message. Please directall comments and any questions you may have concerning this draft to
Elizabeth Erdmann, Assistant Director, at 202-512-8113, or at ErdmannE@gao.gov.

This draft has not been fully reviewed within GAO, is subject to change, and must be safeguarded to prevent its
improper disclosure. Please do not show or release its contents for any purpose. All drafts remain the property of GAO.
Upon request, all electronic copies of drafts must be destroyed and any hard copies of drafts must be returned. We
appreciate your cooperation in this matter.

Sincerely yours,

hitps://mail .g oogle.com/mail/b/388/w/0/ 2ui=28i k= 689fc367 3d8view= pt&q ="gao coal leasing report"&qs=true&search=querydth=140116f2a33960fc 23
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Anne-Marie Fennell

Director, Natural Resources and Environment

Enclosure

@ GAO Coal Leasing Draft for Agency Comment (code 361421).pdf
1084K

https:/fmail.g oogle.com/mail/b/388/w/0/ 7ui=28ik=6891c3673d8&view=pt&q="gao coal leasing report”&qs=true8search=querydth=140116f2a33960fc
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United States Government Accountability Office

GAO

Report to the Honorable Edward J.
Markey, United States Senate

September 2013

DRAFT

Notice:

This draft is
restricted to official
use only.

COAL LEASING

BLM Could Enhance
Appraisal Process,
More Explicitly
Consider Coal
Exports, and Provide
More Public
Information

This draft repor! 1s being provided to oblain advance raview and comment. It has
nct been Ailly reviewed within GAQ and is subject 1o revision
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DRAFT
T T T e T N R R S S B |
COAL LEASING

mm ! !l ! I ‘ BLM Could Enhance Appraisal Process, More iniliane

Explicitly Consider Coal Exports, and Provide More

g 9.0zt Public Information Bureau of Land Management BLM
Senate i Energy Information Administration ElIA
Federal Coal Leasing Amendments Act of 1976  FCLAA
Why GAO Did This Study What GAO Found Freedom of information Act FOIA
In fiscal year 2012, about 42 percentof  Since January 1980, the Bureau of Land Management (BLM) has leased 107 Nation mental Policy
the 1.05 billion tons of coal produced in coal tracts, and associated coal production and revenues have grown. Most  Emison Ad NEPA
the United States came from coal lease salas have had a single bidder and were leased the first time offered. The Office of Management and Budget OMB
MMMMT‘? amount of coal produced from federal leases and associated revenues have
Ieasing program. Interior’s BL increased since 1290, although production has leveled off since 2002 Revenues
Mh%ﬁm from federal coal leases have generated about $1 bilion annually in recent years. Office of Natural Resources Revenue ONRR
market Royalties paid when coal is sold and bonus bids paid for the right to mine a 2 2
value of the coal 1o be leased. GAQ United States Geological Survey USGS
e % ne this federal coal tract account for nearly all of these revenues
e Y per  BLM'S Quidance offers flaxbilty in how to estimate far market value, and BLM
% state offices vary in the approaches they used to develop an estimate of fair

B e e O tvrsy  market vakie |n estimating fair market value. some BLM state cffices Lsed bolh

the United States Senate.) This report the parable sales appr where bonus bids received for past sales are
examines (1) the number of tracts used 10 value the tract being appraised—and the income approach—which uses
feased, along with the frends in astimates of the future net revenue streams from the sale of coal from the
associated coal production and appralsed tract However, some offices relied solely on the comparable sales

revenues generated since 1990; (2) approach and may not be fully considering future market conditicns as a result
BLM's implementation of the procass In addition, GAO found that BLM did not consistently document the rationale for
to estimate fair market value for coal accepting bids that were inttially below the far market value presale estimate.
leases; (3) the extant to which BLM Furthermcre, some state offices were nol fellowing guidance for review of
considers coal exports and comestic appraisal reports and no independent review of these reports was taking place
coal reserve estimates when Adequata review of the fair market value process is critical o ensure that its
estimating fair market value; and (4} results are sound and key decisicns are fully documented. In addition, BLM is not
the exient to which BLM communicates ., srantly taking advantage of a potential incependent third-party reviewer with
information on federal coal lease sales  ,nraisal expertise within the Department of the Interior, specifically, the Office of
::"F* WWP‘" Valuation Services.

leasing 3
and case files for coal BLM consicers exporls o a imited extent when estimating fair market value and
zwmmm generally does not explicitly consider estimates of the amount of coal that can be
mined economically, known as domestic reserve estimates. As aresult, BLM
What GAO Recommends sy otbe peciic export information into appraisals or may not be
wmnmm‘udamotrwomlucdodmhw
mm‘.‘ -”" {g 9udance. The Wyoming and Montana BLM state offices considered exporls, but
:‘ml-ln.““ b‘“ wmmmwmmm,:pommmomnm
fair ”lm' prepared. (n the other saven states with leasing Y
estimate m“om.-b not considered during the appraisal process AccovdngloBLMdlﬁuu
ensure that reviews of d ic reserve which vary based on market conditions and the
n-iﬂlimm. costs 1o exiract the coal, are not considered due 1o ther variaoie nafure
m“’.m BLM generally provides limited information or: federal coal lease sales to the
past [ease sales. public due to the sensitive and proprietary information lruy con!an Tho

Wyoming BLM siate office posts information on its
on past lease sales, Mmmaﬂmmbsmwwdomuwd

information. BLM's guid slates that red: d public versions of ils appraisal
reports should be prepared, but no BLM state office has prepared such reports

w'“m'::m BLM supplied redacted versions of fair market value documents in response to a
of fenneia@geo gov. recent public information request only after being required 1o do so by Interior's

Solicitor's office.
United States Govemment Accountability Office
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DRAFT
September XX, 2013

The Honorable Edward J. Markey
United States Senate

Dear Mr. Markey:

Coal is an important domestic energy source, and in 2011, coal-fueled power plants supplied
about 42 percent of the nation’s electricity. The Department of the Interior's Bureau of Land
Management (BLM) is responsible for managing the coal resources on about 570 million acres
of federal, private, and state land under the federal coal leasing program.' Under this program,
BLM leases out federal coal tracts to mining companies who extract the coal from both surface
and underground mines. In fiscal year 2012, about 42 percent of the 1.05 bilion tons of coal
produced in the United States came from federal coal lease tracts.* The coal leasing program
also generates significant revenue for federal and state governments; in fiscal year 2012, about
$1.2 billion was generated from coal leasing.” These revenues come primarily from royaities
paid on the coal when it is sold and payments made by companies to obtain the rights to mine
on a federai lease tract, known as bonus bids.

Since 1990, all federal coal leasing has taken place through a lease-by-application process
where coal companies propose tracts of land to be put up for sale by BLM.* At these sales,
known as lease sales, companies can bid for the rights to Jease tracts of land that contain
federal coal for a set penod of time; during the lease period, they can mine and sell coal from
these tracts. In most cases, these [ease fracls are adjacent to companies’ existing coal mines,
and the additional coal would allow these operations 10 continue. In preparation for a lease

'The federal g owns and ges the mineral resources on and below these lands but the state, in cases
of state land, or 2 private panty, in the case of private land. owns the surface land. Federal land where coal leasing
takes place includes land managed by BLM and the U.S Forest Service. In those instances where a proposed
federal lease is on Forest Service land, the Forest Service must consent 1o BLM leasing out the land and BLM
oversees the leasing process.

?we did not include coal produced from tribal lands in our review of federal coal leasing because they are
by a difforent set of regulations and do not involve the same leasing process as the federal coal leasing program. As
of December 31, 2012, there were four operations mining tribal coal

, revenues from federal coal leases are split equally b the federal go and the state in
which the coal lease s located.

“Ancther way for companies to oblain the rights to mine coal is through the lease modification process where a
company may requesi a cerlain amount of contiguous land be added o an existing lease. BLM considers this
request and_ if granted, the lands are added 10 the existing lease without comp bidding. The lease modification
PXOCeSS was not part of our review.
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sale, BLM develops a confidential estimate of fair market value, which can generally be defined
as the amount that a knowledgeable seller would obtain from a knowledgeable buyer for the
coal deposit® This estimate of fair market value is documented in an appraisal report prepared
by BLM.* When conducting the lease sale, BLM |eases the tract to the highest qualified bidder,
as long as its bonus bid meets or exceeds BLM's estimate of fair market value.” In response to
a lease application, BLM will aiso determine the amount of the coal that can be extracted from
the lease tract and the environmental impacts of the proposed mining activity.

According to the Energy Information Administration (EIA), ® coal exports have increased in
recent years—parlicularly exports to Asia and Europe, where coal prices are generally higher
than U.S. domestic prices. In 2012, the United States exported about 126 million tons of coal—
an increase of 54 percent over 2010 levels. This recent increase in coal exports has raised
questions about whether BLM's process for estimating fair market value is taking these changes
into account, and whether the agency considers the amount of coal that will be available to meet
future domestic demand, known as domestic reserve estimates. In addition, some

stakeholders, particularly environmental groups, have raised concerns about the amount of
publicly available information on the federal coal leasing program and, specifically, documents
BLM prepares as part of estimating fair market value. Intenior's Inspector General also recently
issued a report examining aspects of the federal coal leasing program, including the process for
estimating fair market value and the coal lease inspection and enforcement program.®

You asked us to examine the federal coal leasing program. (This request was originally made
by Representative Edward J. Markey as Ranking Member of the Commitiee on Natural

*More specifically, fair market value is defined as “that amount in cash, or on terms reasonably equivalent to cash for
which in all probability. the coal deposit would be sold or leased by a knowledgeable owner willing, but not obligated
10 sell or lease to 8 knowledgeable purchaser who desires but is not obligated 10 buy or lease “43 C F R. § 3400.0-
5(n) (2013). The Federal Coal Leasing Act Amendments of 1976 require that BLM obtain fair market value for the
coal lease tracis and that coal leasing generally be done on a competitive basis

*uhwmdhnmnnmnwmubmhvmdwmdm
offered for lease. in keeping with BLA's guidance. See BLM, H-3070-1 £ of Coal Pro,
(Washington, D.C.: 1994). TMvM.mmmhduﬂwdbmam-uudhmuromolallusnhe
fair market value as required by the Federal Coal Leasing Amendments Act of 1976,

"Before the lease can be issued. umwmmm-mu-‘m of lease

and must undergo an ant-trust review by the Depariment of

®EiA is a statistical agency within the Department of Energy thal collects, analyzes, and di o
information on anergy issues.

“Office of U.S. Dep of the Interior, Coal Manag Program, U.S. Dep of the

Inhmr(vvcmgtoﬂ D.C.: 2013)
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Resources, House of Representatives. Mr. Markey is now a member of the United States
Senate) Our objectives for this report were to examine: (1) federal coal leasing, including the
number of tracts leased, along with the trends in associated coal production and revenues
generated since 1990; {2) BLM's implementation of the process to develop an estimate of fair
market value for coal leases; (3) the extent to which BLM considers coal exports and domestic
coal reserve estimates when developing an estimate of fair market vaiue; and (4) the extent to
which BLM communicates information on federal coal lease sales 1o the public.

To provide information on trends in federal coal leasing, we analyzed data from S8LM's LR2000
database—which BLM uses to track federal land and mineral resources, including coal—and
summanzed federal coal lease sale activity and bonus bids accepted since 1990. We aisc
analyzed data on coal production and revenues generated from federal coal leases from 1990
to 2012 from the Department of the Interior's Office of Natural Resources Revenue (ONRR),
which is responsible for collecting and distributing revenues associated with federal mineral
leases including federal coal leases. To assess the reliability of these data, we conducied
interviews with BLM and ONRR officials regarding these data and reviewed documentaticn on
their data systems, and determined the data we used 1o be sufficiently reliable for our purposes,
unless otherwise indicated.

To examine BLM's implementation of the process to develop an estimate of fair market value,
we reviewed applicable regulations and BLM's guidance for the coal leasing program and
interviewed BLM officials in both headquarters and state offices on how they implement these
regulations and guidance. |n addition, we reviewed appraisal standards developed by appraisal
organizations in the United States and in other countries and spoke with officials from some of
these groups. We also selected and reviewed a non-random sample of case files prepared by
BLM officials as part of 31 coal lease sales using a data collection instrument we developed.
Specifically, we focused on recent lease sales and examined case files for lease sales that
generally took place from January 1, 2007 to July 31, 2012." For those states that did not
oversee a lease sale during this time frame, we examined files from their two most recent sales.

To determine the extent to which BLM considers coal exports when developing an estimate of
fair market value, we used the resulls of our case file review 1o examine what types of

"*This non-random sample cannot be generalized 1o all coal lease sales held. Howaver, the results of this sample
provide lusirative examples of the coal leasing process used and the documentation prepared.

Page 3 GAQ-13-586 Coal Leasing
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information BLM Included on exports. We interviewed BLM officials to learn about the
information they consult in estimating fair market value and also spoke with knowledgeable
stakeholders, such as academics, about future projections for coal exports. To determine the
extent to which BLM considers reserve estimates, we interviewed various BLM officials at
neadquarters and all of the BLM state offices where there are coal leases. In addition, we
examined available export and domestic coal reserve information from government sources and

To examine the extent to which BLM provides information to the public on coal lease sales, we
analyzed BLM's policies for making information publicly available, reviewed BLM websites
related to federal coal leasing, and reviewed a sample of documents that are made publicly
available during the coal |easing process. We also interviewed BLM officials, representatives
from industry, and environmental groups to get their perspectives on the information made
publicly available on federal coal leases.

We conducted this performance audit from June 2012 to July 2013 in accordance with generally
accepted government auditing standards. Those standards require that we plan and perform the
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings
and conclusions based on our audit objectives. We believe that the evidence obtained provides
a reasonable basis for our findings and conclusions based on our audit objectives. A more
detailed description of our objectives, scope and methodology is presented in appendix |.

Background

Coal is an important domestic energy source and BLM is responsible for managing coal
resources on about 570 millicn acres of federal, siate, and private land. Since 1990, all federal
coal leasing has taken place through a lease-by-application process where companies propose
lease tracts to be put up for sale by BLM. In fiscal year 2012, about 1.05 billion tons of coal was
produced in the United States, including production from federal coal leases, and the biggest
coal production area for federal coal was the Powder River Basin in northeast Wyoming and
southeast Montana. Coal is also an imporiant fuel source worldwide and consumption of coal
continues to increase. To meet this growing demand, there has been an increase in global
rade of coal, including exports from the United States.

Page 4 GAO-13-586 Coal Leasing



The Federal Coal Leasing Amendments Act (FCLAA) of 1976 amended the Mineral Leasing Act
of 1920 fo require that all federal coal leases be offered competitively.”” Competitive leasing
provides an opportunity for any interested party to competitively bid for a federal coal lease.
There are two procedures that can be used for competitive leasing: (1) regional leasing, where
the Secretary of the Interior selects tracts within a region for compelitive sale based on, among
other things, expected demand for coal resources and potential economic impacts and (2)
lease-by-application, where companies submit an application to nominate lease tracts that they
are interested in leasing. Under both of these methods, BLM examines the pctential
environmental impact that could result from coal leasing.

In April 1982, the first regional coal lease sale was held for 13 lease tracts containing 1.6 billion
fons of coal located in the Powder River Basin in Montana and Wyoming, and a follow-up sale
was held in October 1982 for 2 lease tracts. Controversy surrounded the 1982 sale.
Specifically, there were allegations that confidential appraisal information was disclosed to coal
companies prior to the lease sale and that appraisal and sale procadures failed to assure that
the public received fair market value for the leased coal tracts. These allegations led to an
investigation by the House Appropriations Committee and a report that we issued in May
1983." Later that year, Congress directed the Secretary of the Interior to establish a
commission 10 review the coal leasing procedures to ensure the receipt of fair markel value,
known as the Commission on Fair Market Value Policy for Federal Coal Leasing or the Linowes
Commission. Congress imposed a moratorium on lease sales unti! afier the Commission's final
report was issued in 1884. Among its key findings on the fair market value process, the Linowes
Commission found that Interior used appraisal methods that were widely accepted by industry
and government, but that Interior needed to, ameng other things, enhance its capacity to
perform appraisals and seek independent reviews of its appraisals and, more broadly, of the
federal coal leasing program. From March 1984 through February 1887, coal leases were

"'Prior 10 the enactment of FCLAA, some coal leases were awarded non-competilively through praference right
leases, which were awarded in arsas where coal deposits were not known (0 exist and were discovered by the
applicant Compeiitive lease sales were held for coal tracts located in areas with known coal reserves.

GAO, Analysis of the Powder River Bssin Federal Coal Leasa Saie: E 0 and
Legisiative Changes Neaded, GAG/RCED-83-119 (Washington, D.C., May 11, 1983),
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subject 10 another moratorium o enable development and implementation of revised coal
leasing procedures based on the Commission’s recommendations.

By 1990, BLM had shifted from regional coal leasing to lease-by-application as the primary
method of conducting federa! coal lease sales. From 1987 to 1990, Interior decertified five coal
regions it had established under the regional leasing program, citing declining interest in coal
leases and poor coal market conditions.'” Decerlification meant that regional sales were no
longer conducted, but that lease-by-application was available so that current mines could
maintain production at their existing mines or new mines could begin operations. Under the
lease-by-application process, companies may submit applications to BLM state offices to
nominate lease tracts to be put up for sale.’* This contrasts with the regional leasing process
where Interior would decide which lease tracts would be put up for sale.

Tracts nominated under the lease-by-application process, commonly referred to as maintenance
tracts, are generally adjacent to existing mining operations and are nominated by companies
that own these operations. The BLM state office where the tract is iocated will review the
application to determine whether it is consistent with applicable regulations, or if leasing the
proposed property would be contrary to the public interest. For example, a lease application
may be rejected if BLM determines that the land is unsuitable for coal mining or if a qualified
surface owner does not consent to surface mining.'® During this review process, BLM may also
choose to redraw the |ease tract boundaries in the public interest, a process known as tract
madification. Reasons for tract modification include ensuring that all available coal in a tract will
be extracted, or enticing another mining company to bid on a lease tract by making the
boundaries of the proposed tract adjacent to more than one potential bidder, according to BLM
officials. Once BLM accepts an application, it will begin either an environmental assessment or

*I'hree other coal regions were deceartfied in 1981 and 1882

“BLM has 12 stale offices, with most of these located in the westem part of the United Statos. These state offices
are localed in Alaska, Arizona, California, C: Idaho, New Mexico, Oregon, Utah, Virginia,
and Wyoming.

"There are instances where the surface is owned by an entity other than the federal go but the ]
minerals are owned and managed by the federal govemment. in these cases, Iu\omnlpﬁmmm
surface owner musi consent 10 any surface mining, but this Is not requ for d mining. The
qnﬁdu”mmmmmmuomemhmm but may receive
compensation from the lessee
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an environmental impact statement in accordance with the National Environmental Policy Act
(NEPA)."

In preparing for a lease sale, BLM will also develop a presale estimate of fair market value of
the lease tract’s coal, which is generally expressed in cents per ton of coal that is recoverable
from the lease tract. “Recoverable” refers to an estimate of the amount of coal that can be
commercially mined from the tract and excludes coal that is not mined, such as top and bottom
sections of a coal seam, which are typically mixed with less valuable rock.”” There are also
instances when fair market value is expressed on a per acre basis.

The presale estimate of fair market value is generaily documented in an appraisal report
prepared by the BLM state office overseeing the |ease sale.’® Other reports, such as geologic,
engineering, and economic reports, may also be prepared during the appraisal process by
either the relevant BLM state office or an associated BLM field office in the state.” The
geologic report contains a legal description of the tract, along with an estimate of the amount of
coal that can be recovered on the lease tract along with the characteristics of the coal, including
its heating content.® An engineering report generally contains a mining plan, along with
estimates of the costs to extract the coal based on the number of employees and capital
equipment necessary to carry out this plan, among other costs. An economic report provides
information on future coal market conditions, including price and demand levels for the lease
fract's coal.

”aw-u 1979, @Ammmﬁdm [!)bmmmmwmmm

fo ¥ and (2)to to ensure that this information will be made
Mhnm N!FAmmmmu the hikely Md

proj using an assessmeni or, rﬂhowqocnwidllkoly g y affact the

more detailed impact Q the prop mmmmmmmm

743 C F R. § 3480 0-5(a)(32)

1Some of these state offices oversee leasing activities across mulliple states. For example, the New Mexico state
office oversees New Mexico, Oklahoma, Kansas, and Texas. There are no federal coal leases in Kansas or Texas
according to BLM officials.

"*There are generally multiple BLM field offices that report 1o a specific BLM stale office. For example, there are 10
BLM field ofices in Colorado and three of these oversee federal coal leasing.

*Heating content |s usually expressed as British Thermal Units (Blu) per pound of coal. A Btu is the amount of
energy needed 10 heat one pound of water by one degree Fahrenheit
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Pricr to a lease sale, BLM is required to publicly announce in the Federal Register and a local
newspaper when and where a lease sale will be held and the bidding procedures. Any
company is free to bid on the lease using a sealed bid process. The amount that a company
will pay to lease the tract—known as & bonus bid—is a function of the cents per ton they are
willing to pay multiplied by the estimated recoverable tons of coal from a lease tract. These
bonus bids are then reviewed by a BLM sales panel, which includes officials from the relevant
BLM state office and BLM headquarters. Bids are accepted or rejected based on whether they
meet the estimate of fair market value, and the lease is awarded to the highest qualified bidder
that meets or exceeds this estimate of fair market value *' This successful bidder must either
pay the total bonus bid in full at the time of lease sale or pay 20 percent of the bonus bid at the
lease saie followed by 4 equal payments on the first 4 anniversary dates of the lease. The
minimum bid that BLM can accept for a lease tract is $100/acre. If a lease sale does not
receive a qualified bid at or above the estimate of fair market value, the lease tract can be re-
nominated again through the lease-by-application process by the company that originaily
nominated the tract or by ancther interested company. If there is no inlerest in the lease tract,
the application is closed by BLM.

In addition to paying a bonus bid for the rights to mine the coal on a lease tract, companies also
pay rents and royalties on the coal they extract”* Rent amounts are at least $3 an acre and
royaities are 8 percent of the sale price for coal produced from underground mines and at least
12.6 percent of the sale price for coal produced from surface mines. These royalties are paid
on the price of the coal received at the first point of sale after it is removed from the ground.
Tracts are leased out for an initial 20-year period, so long as the lessee produces coal in
commercial quantities within a 10-year period and meets the condition of continued operations.
Lease terms can be extended if a company is actively producing coal on the lease tract.

Dgetore a lease is Issued, the high bidder must also provide a bond to ensure reclamation of the land, and the lease
issuance is subject 10 a Department of Justice anti-trust review.

“The Mineral Leasing Ad, as directs e S y of the Imterior to estabiisn annual rentals and royaities
for leases but establishes a minimum royalty rate of not less than 12.5 percent of the value of coal recovered by
surface mining operations. 30 USC 5207(.)(2013) Th. regulation establishing the minimum rental rate—43
CFR §3473 3-1(a)—and the regulati royatty rate for surface mining—43 CF R §
347&&2(.)(1)—4..-.0.\11!197‘TMMMQMNWMMWMMCFR
sun:-zmm—mmmnmnunnmmmmymmn(u.epuum-ww_nm.w
{of a § percent royaity rate) bul the floor was eliminated in 1990, The regulations also moubm
suspend, or reduce the rental, or reduce the royaity, for the purp of ing the gr ory of
federal coal, and in the interest of conservation of federal coal and other resources, mmrnummrylo
promote development or when the lease cannol be successfully operaled under iis terms but in no case can the
royalty on a producing federal lease be reduced to zero.
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U.S, Coal Production

According to EIA data, about 1.1 billion tons of coal was produced in the United States in 2011
from 1,325 mines, which employed over 81,000 people.”* Coal is produced from three major
regions—Appalachia, the interior United States, and the western United States (see fig. 1).
More than half of U.S. coal came from the western region, which includes the Powder River
Basin in northeast Wyoming and southeast Montana. The Powder River Basin is the largest
coal-producing region in the United States, and all 10 of the top-producing U.S. coal mines are
in the Powder River Basin, with 9 of these located in the Wyoming portion of the basin,
according to EIA data. Coal in the Powder River Basin has less sulfur than eastern coals,
making it attractive to utilities for meeting Clean Air Act requirements.** Ciose to 100 percent of
federal coal is produced from leases located in the western region, and in fiscal year 2012
federal coal accounted for nearly 80 percent of the western region coal production totals.
Production from the western region is expected to continue to be the largest source of coal
production in the future—in 2040 an estimated 56 percent of total U.S. coal production will come
from western mines according to our analysis of EIA data.

PE1A. Annual Coal Repor 2011, (Washington, D.C.. 2012).

o] Pro Agency (EPA) data, coal-fusled electnicity generating units are among the
madm:dwﬂrmﬂo(so,)am»mmn(no.) which have been linked to respiratory dinesses and
acd rain. TMCbMMMmm:EPAbMMWmM&“W*MMuMm

Mwmmmm which stales are p for g Gtates attain these
rds, in pari, by of these p mmmm such as electnicity
generaling units mm the Clean Air Adt A of 1980 3 a national cap-and-frade program

1o reduce SO; emissions from fossil-fuel electric generating units and required EPA 1o establish NO, emissions
limitations from coal-fueled electnc power plants In response to these Clean Air Act requirements, many utilities
bers and switched 10 burning low-sulfur coal such as that from the Powder River Basin to reduce SO2
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Figure 1: U.S. Coal Production by Region

There are two primary methods used to mine coal: underground mining and surface mining.
Deeper coal resources require use of underground mining, which entails digging a series of
mine entries and shafts and using equipment 1o extract the coal and transport it to the surface.
Underground mining is more expensive than surface mining, which is used where coal deposits
are buried within a few hundred feet of the surface. In surface mining, soil and rock above the
coal—known as overburden—is blasted with explosives and removed using large equipment,
and the uncovered coal is then extracted. Mining on federal leases involves both underground
and surface mining. According to BLM officials, underground mining is generally used on
federal leases in Colorado and tah and surface mining is generally used in Montana and
Wyoming.
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Market for Coal and Coal Prices

Domestically, coal continues to be an important energy source and fuels a large portion of the
eleciric power sector in the United States, according to EJA data. In 2011, coal-fueled power
plants supplied about 42 percent of the nation’s total electricity, and within the past decade coal
has provided as much as 50 percent of electricity in the United States. More than 90 percent of
the coal consumed in the United States is used by the electric power seclor. According to EIA,
for this reason, coal production trends are strongly influenced by coal demand in the electric
power seclor, which is sensitive to both changes in the overall demand for electricity generation
and changes in the mix of fuel sources. Recently, there has been a general dediine in the
amount of coal used to generate electricity in the United States due to a combination of factors
including a decline in overall electricity demand and shifts in the relative prices of other fuels.

Coal used in electricity generaticn is referred to as steam coal, as the coal is bumed to produce
steam which turns turbines that generate electricity. Most of the coal that is leased out through
the federal leasing program is steam ceal, according to BLM officials. In addition to its use in
the generation of electricity, coal can aiso be used for a variety of industrial uses. For example,
metallurgical coal is baked at high temperatures to make coke. which is used as fuel to make
steel. Metallurgical coal has low sulfur and ash content, among other properiies needed for
making coke.

The amount of coal produced and consumed woridwide continues to increase. The Inlernational
Energy Agency reporied that worldwide coal production increased by 6.6 percent in 2011, the
twelfth straight year of growth.? In addition, as of 2011, coal supparts 28 percent of the total
primary energy consumption worldwide and is the second primary energy source behind oil.
China continues to drive much of the world coal markets as its consumption and production of
coal accounted for about 45 percent of both global consumption and production totals in 2011
according to International Energy Agency data. To respond to this growing international
demand, there has been an increase in coal exports with global coal trade increasing 7 parcent
in 2011 according to the international Energy Agency.

"Immmw cumrmmw Paris, France, 2012. The international Energy
Agency (IEA) is an blished in 1§74 which works 10 ensure reliable, affordable and clean
WMnszammwmm The IEA's four main areas of focus are: energy security, economic
g d Amongnn-yoq-mvnmtomn
y of » ot and analysis of energy data,
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The United States exports a small but increasing amount of coal primarily to Europe and Asia,
and in 2011, the United States ranked fourth glebally in coal exports behind Indonesia,
Australia, and Russia. According to EIA data, total U.S. coal exports more than tripled from
2002 to 2012, as shown in figure 2 below. In 2012 about 126 million tons of coal was expored-
—about 12 percent of the total coal produced in the United States. The majority of this coal is
exported {o Europe and Asia. Metallurgical coal, which is generally not mined on federal coal
leases, has historically made up the majority of U.S. coal exports. Nonetheless, there has been
growth in exports the last few years of steam coal—the primary type of coal mined on federal
coal leases. Specifically, from 2010 to 2012, steam coal exports from the United States more
than doubled, rising from 25.6 millicn tons to 55.9 million tons. In addition, coal companies have
announced plans to further increase steam coal exports in the future, and there are several coal
export facilities that are being proposed on the west coast to transport coal to growing Asian
markets.

Figure 2: U.S. Coal Exports, 2002-2012 (thousands of tons)
Short tons (in millons)
"

2007 2001 2004 2008 2008 007 1008 2009 2010 on 02
- Steern conl SepOIS
s Matallurgical coal expons
— TN OIS
S (1AD arahyws of £rwegy Ik annn AQverisreton At

The price for coal varies widely across the United States. Among the four states with the most
production from federal coal leases—Colorado, Montana, Utah, and Wyoming—the average
prices for coal originating in these states in 2011 were $39.88/ton in Colorado, $16.02/ton in
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Montana, $33.80/ton in Utah, and $13.56%0n in Wyoming, according to EIA’s 2011 Annual Coal
report ™ This large difference in price is tied to coal quality, which is referred to as coal rank '
Among other factors, coal rank is determined by the amount of carbon coal contains and the
amount of heat energy it can produce. with higher rank coal having more energy content The
total amount of coal that an electric utility will need to fuel a power plant is tied o the heat
content of coal. For example, a utility will need to buy more tons of coal with lower energy
content to achieve the same output of energy that could be attained using less coal with a
higher energy content. Other factors that affect a coal's quality are sulfur, moisture, and ash
content. The sulfur content of the coal affects the sulfur dioxide emissions that result when coal
is burned, and using coal with less sulfur content can help electric utilities meet air quality
requirements. Coal with higher moisture and ash content is lower rank because both of these
impact the amount of energy obtained from burning the coal. For example, coal with lower
moisture content has greater energy content.

Since 1990, Over 100 Coal Tracts Have Been Leased and Coal Production and Associated
Revenues Have Generally Grown

Since January 1990, BLM has leased 107 coal tracts under the lease-by-application process,
and both coal production and the associated revenues have grown. Most lease sales had a
single bidder, and the successful bid amounts—typically expressed in cents per ton—have
varied by state, with the greatest increases over time observed in Wyoming. The amount of
coal produced from federal leases and iated rea inc d from fiscal year 1990 to
fiscal year 2002 Since fiscal year 2002, coal production from federal ieases has remained
relatively steady, but revenues continued to grow. In toial, revenues from federal coal leases
have generated about $1 billion annually in recent years.

*This price per ton of coal is for all coal sold in that state and may include coal from mines hat are not on federal
lease tracts. This pnce per ton of coal is the “free on board” pnce for the cosl, meaning it is tha price paid for the coal

before it is loaded on 10 & train or barge for 10 its final dest Thus. this price does nof include the cost
fo tansport the coal.

TCoal is classified into four major ranks (from highest 1o lowest): (1} anthracite, (2) bi (3) sub-bi

and (4) lignite.

*In this section, the information we present on coal production is based on data from ONRR on the volume of cosl
wdmmum Asm-bmdo-bt we did not include coal produced from tribal lands in the scope
of our report. Thus, the pr and on we present does not include tribal lands.
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In 1990, BLM began using the lease-by-application process as the primary method to lease out
coal, and since then BLM has leased 107 coal tracts, 31 of which were in Wyoming. (See
appendix |l for a complete list of lease sales held since 1980.) The coal from the Wyoming
lease tracts comprise approximately 8 of the 9 billion tons, or about 88 percent, of the coal
available from federal tracts leased since 1990, as shown in table 1.

Table 1: Number of Foderal Tracts L d and A iated Amount of Coal by State from
1990 to 2012
Tons of Percentage
Number of federal recoverable coal by tons of
State tracts leased recoverable coal
Wyoming 31 77.137 7,967 | B83.4%
Colorado 20 26,375 289 32%
Utah 15 30,082 214 24%
Montana 4 5,349 187 21%
North Dakata 12 8,385 136 15%
New Mexico 3 10,926 03 1.0%
Oklahoma 9 16,339 2| 0.8%
Alabama 6 11,097 44 05%
Kentucky 7 2952 10 01%
TOTAL {4 107 | 188243 | 9,011 | 100.0%
Sourcs GAG sraiyws T BLM dia =

“In Wyoming, we are reporting primarily mineable tons of coal, while for the other states, we are reporting recoverable
ons of coal. This estimate of mineable tons of coal is generally a larger number than the recoverable estimate.
mt-ﬂmmﬂmnmﬂybﬂn”mmnmnmm“wmm
boundanes or coal lefl in place as pilars for structural reasons in an undergr mine. Wy @ BLM typically does
net report tons publicly officials in this state office ider this itive inf 0

Of the 107 leased tracts, sales for 96 (about 90 percent) involved a single bidder (see fig. 3),
which was generally the company that submitted the lease application. More than 80 percent of
the lease applications BLM received were for maintenance tracts used to extend the life of an
existing mine or to expand that mine's annual production.

Page 14 GAQ-13-586 Coal Leasing



DRAFT

Figure 3: Number of Bids Received for Federal Coal Tracts Leased, 1990-2012
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Accerding to BLM officials and coal industry representatives, there is limited competition for coal
leases because of the significant capital investment and time required to establish new
supporting infrastructure to start a new mine or o extend operations of an existing mine to a
tract that is not directly adjacent to it. For these reasons, there have not been many new mines
established on federal leases recently. For example, according to a BLM official the last new
mine started on a federal lease in the Powder River Basin in Wyoming was the North Antelope
Rochelle mine, which began operations in 1990. Officials from coal companies told us they
typically submit new applications for federal coal leases 1o maintain a 10-year coal supply at
their existing mining operations. In 1983, we noted a similar lack of competition for federal coal
leases following the 1982 regional coal lease sale in the Powder River Basin and concluded that
the market for coal leasing was fargely noncompetitive because lease tracts sold “appear
caplive to adjacent mining operations.”™ According to BLM officials, this same issue remains
relevant {oday, and it is difficult to attract multiple bidders on a lease tract if it is not adjacent tc
multiple mining operations. For example, as shown in figure 4, tracis submitted for lease-by-
application that are north and west of the Black Thunder mine are less likely to be bid on by the
operators of the North Antelope Rochelle or Antelope mines. This is because it would be too

GAO, Analysis of the Powder River Basin Federal Coal Lease Sale: £ Vi Imp and
Legisiative Changes Noeded, GAQ/RCED-83-1 19 (Washington, D.C., May 11, ma)
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costly and take significant time for these mine operators to move their heavy equipment to
extract coal from these lease tracts, which are not directly adjacent to their existing operations.
In contrast, the lease tracts that are located between two mines are more likely to be bid on by
multiple mine operators, according to BLM officials.

Figure 4: Map of Powder River Basin Coal Operations on Federal Coal Leases

e T o vovar parion o B Pows R Bl

_mw—- [ vmenmese @ coy l

Sewron BA wmprn 4 B ohormaen

‘mmunwmmummumnmpovaMn The Black Thunder,
Antelope mines are each composed of saveral lease tracts, but we have combined this
m-mmnmmm

BLM officials told us that, where possible, BLM uses the tract modification process to encourage
competition for lease sales. For example, Wyoming BLM cfficials told us that they recently
divided an applicant's proposed fract into two distinct tracts 1o be sold in two separate coal lease
sales upon realizing that one segment may potentially interest another mining company.
Colorado BLM officials told us that they altered boundaries of one coal lease application to allow
for multiple entry points to the coal for underground mining to make the tract atiractive o other
companies. In our review of case files related to 31 recent lease sales, we found that BLM
modified boundanies for seven tracts (23 percent) to enhance competition. Six of these tracts
were located in Wyoming and comprised more than half of the 11 Wyoming lease sales we
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reviewed. one was located in Utah. None of these leases, however, received multiple bids when
sold.

Of the 107 leased tracts, 89 (about 83 percent) were leased the first time they were offered for
sale. According o representatives of appraisal organizations we spoke with, this high
acceptance rate of initial bids may reflect the reliance of existing mines on federal coal leases 10
maintain their operations and a willingness of mine owners to submit slightly higher bids to
ensure they win federal coal leases. The remaining 18 tracls were leased after being reoffered
for saie one or more times because the initial bonus bid offered was below the estmale of fair
market value.™ Before BLM can reoffer the lease tract for sale, a company must submit a new
lease-by-application for consideration by BLM. Of the 18 tracts that were reoffered for sale, B
were in Wyoming and 5 were in Colorado.

The total amount of coal produced from federal leases has nearly doubled since fiscal year
1990. Growth in coal production from federal coal leases was largest from fiscal years 1992 to
2002, when it grew from 239 million tons to 444 million tons. The propontion of coal produced
from federal leases relative 1o the total amount of U.S. coal production also grew over this same
period from about 24 percent in fiscal year 1992 to about 40 percent in fiscal year 2002 (see fig.
§). During this period there was an increase in U.S. western coal production, where a majority
of federal coal is located, and a corresponding decline in production from eastern coal regions.
In particular, BLM officials told us that Powder River Basin coal grew in demand over eastern
coal because it enabled utilities to meet the stricter emissions limits due to its low sulfur content.
Powder River Basin coal was also attraclive to ulilities because of its low production costs and
access to transportation networks, both of which help to decrease the market price that a utility
must pay for the coal. A United States Geological Survey (USGS) study reported that this shift
reflected the fact that western mines, which typically rely on surface mining, can extract coal
more cheaply than eastern mines, where coal is generally mined using underground methods.*'

*Fifeen tracts were leased afier a sacond sale; two tracis leased afier a third sale; and one tract was leased afier &
fourth sale.

*Luppens, J A, Rohrbacher, T.J,, Osmonson, L M., and Carier, M.D., 2009, Coal Resource Availability,

iity, and E Evaluations in the United States—A Summary, in Pierce, B.S., and Dennen, KO,
eds., The M Coal Re: A It Overview: U.S. gical Survey Professional Paper 1525-F,
Chapler D.
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Figure 5: Share of U.S. Coal Produced From Federal Leases, Fiscal Years 1990-
2012
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Since fiscal year 2002, coa! production from federal leases remained relatively steady,
averaging near 450 million tons annually, or about 41 percent of total U.S. production
Production peaked in fiscal year 2008 at 483 million tons and has since declined by 8 percent to
442 million tons in fiscal year 2012. In October 2012, we reported the amount of eleciricity
generated using coal has decreased recently due to a decline in overall electricity demand and
growth in the use of natural gas to fuel power plants ™

In fiscal year 2012, 85 percent of the coal produced from federal leases came from Wyoming.
As shown in figure 6, Wyoming and three other western states—Montana, Colorado, and
Utah—accounted for 97 percent of coal produced from federal leases. The remaining 3 percent
of coal {(about 12 million tons} was produced from federal leases in five other states—Alabama,
Kentucky, New Mexico, North Dakota, and Okiahoma

¥GAO, Electricity: Significant Changes Are Expected in Coal-Fueled Ganeration, but Coal is Likely to Remein a Key
Fuel Source, GAO-13-72 (Washington, D.C. Oet. 29, 2012)
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Figure 8: Coal Produced From Federal Leases by State, Fiscal Year 2012
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The total revenue generated from federal coal leases has nearly doubled from $682 million in
fiscal year 2003, the earliest year complete revenue data were available, to $1.2 billion
generated in fiscal year 2008 and again in fiscal year 2012.> ™ Total revenues from federal
coal leases have remained relatively steady since fiscal year 2005 averaging about $1.0 billion
per year according to our analysis of ONRR data. There are three sources of revenue from
federal coal leases—voyalties, bonus bids, and rents—but royalties and bonus bids account for
nearly 100 percent of the revenues from the federal coal leasing program.

Royalties. Royalties comprised the majority of the revenue from federal coal leases—nearly
two-thirds of the total revenue over the period from fiscal years 2003 to 2012.* Royaity rates

”mwandnmmpﬂuwﬁuly“lzoDGnmalyprvviudbyONRanlumodauﬂonduasym

the agency ONRR bonus bid data for this peried, but they did so
fate in our review process, uummwmmmm ONRR provided royalty data for the enlire
period of our review, starting in 1990, which we assessed 10 be reliable.

AN dollar figures in this section have been adj for nflation uriess noted.
%mmmwnﬂm dy yalties, which k if authonzed by BLM, can pay in advance
of actual inlieuof g the lease’s mini coal pi I In fiscal year 2012, ONRR
officials told us that from royalies mamn1m«mozmam
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for coal depend on the mine type and are generally calculated based on a proportion of
sales value, less allowabie deductions, such as transportation and processing allowances. ™
BLM generally sets royalty rates at 12.5 percent for surface mines, the required minimum
royalty rate, and 8 percent for underground mines, the rate prescribed by regulation.”” In total,
royallies generated from federal coal leases have more than doubled since fiscal year 1990,
from $392 million to $796 million in fiscal year 2012 (see fig. 7). In addition, as with coal
production from federal leases, royalties generated from the sale of coal from federal leases in
Wyoming have comprised an increasing proportion of the royalty stream ranging from 50
percent of total royalties in 1990 to 80 percent in 2012 {see fig. 6).

ravenue from coal. If, in years quent to paying the ad rayaity, the lease meels the continue operations.
whm:muanaMrww&MWMMommm It
the lease i3 relingui or for any reason. the lessee forfeits any advance royalties paid or
due.

*An all is an allowabl from the value of & minerai for royalty purp Ap g all
ndudurommblo actual costs incurred by the payer for p 'g a mineral ity. At

includes actual costs ‘whmwhmwamnwmwcnmdm
remote from the lease or unit area, or away from a 9 plant, and des cosis 1o gather the commedity

“'For all types of coal leases, BLM is authorized reduce the royalty for the of ing the gr
mmr.eonrydmleod mnnmwﬂmmammmm«mmn
of when the lease cannot be successfully operated under its terms but in no
em:mlmmywyonnmadnufemnmbummtozm 43 CFR. §§ 3473.3-2(e), 3485 2(c)(1).
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Figure 7: Total Royalties Generated from Federal Coal Leases, Fiscal Years 1990 to 2012
(2013 dollars)
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Coal prices have been a major driver of the increases in royalty revenues. For instance, from
fiscal years 1920 to 2000, royalty revenues remained relatively steady even though production
of federal coal increased over this period related to a decline in coal prices. Since then, coal
royalty revenues have steadily increased. even with a recent decline in production. Specifically,
from fiscal years 2008 to 2012 the amount of coal produced from federal leases declined by
about 41 million tons of coal (or 8 percent), however the reported sales value of this coal
increased 15 percent from $6.7 billion to $7.7 billion, reflecting growth in coal prices.

The effective royalty rate—the rate actually paid by lessees after processing and transportation
allowances have been factored in along with any royalty rate reductions—generated from coal
produced from federal leases has remained on average at aboul 11 percent since fiscal year
1990. Royalty rate reductions may be approved by BLM in cases where a reduction is needed
to promote mining development. For example, BLM officials told us they may approve royalty
rate reductions to enable continued operations in cases where mining conditions may be
particularly challenging and costly, or to enable expanded recovery of federal coal. The
effective royalty rate vanes by state due lo differences in mine type and other factors. For
example, the effective royalty rate is higher in Wyoming and Montana where most coal is
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extracted using surface mining. In fiscal year 2012, the effective royalty rates for the top federal
coal producing states were: Wyoming (12.2 percent), Montana {11.6 percent), Utah (6.9
percent), and Colorado (5.6 percent)

Bonus bids. Bonus bids are generally expressed in cents per ton of coal that is recoverable from
the leass tract. The total bonus bid paid is the cents per ton multiplied by the estimated
recoverable tons of coal from the lease tract. According to BLM officials, typically an initial
payment of 20 percent of tha total bonus bid is provided with the sealed bid and the remaining
80 percent is paid in four equal annual instaliments over a 4-year period, bul may also be paid
in full by the lessee at the time of a lease saile. ONRR revenue data from fiscal years 2003 to
2012 show total bonus bids received from all federal coal | ged $335 million
annually, or about one-third of the total revenues from federal coal leases, as shown in figure 8,
Since fiscal year 2003, revenue from bonus bids has fluctuated from year to year related to
|lease sale activity. For example, since fiscal year 2003, revenue from bonus bids has fluctuated
from a peak of about $521 million in fiscal year 2005, when bonus bids made up 49 percent of
the total revenue generated from coal leases, to a low of $116 million in fiscal year 2010, when

bonuses comprised 13 percent of total revenue

Figure 8: Bonus and Royalty Revenue Generated from Federal Coal Leases, Fiscal Years 2003-
2012 (2013 dollars)
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Based cn our analysis of BLM data on coal lease sales, BLM accepted $5 .4 billion in fotal bonus
revenue for the 107 tracts leased since 1990, with total bids ranging from $5,000 to more than
$800 million for a lease tract. In addition, successful bonus bid amounts for coal leases varied
across states, with bonus bids received in Wyoming showing the greatest increase since 1990
when compared 1o the other 7 states with active federal coal leases. Successful bonus bids for
lease sale tracts in Wyoming ranged from $0.04 to $1.37 per ton of coal, afler adjusting for
inflation, and generally increased from 1990 to 2012. In comparison, successful bonus bids in
Colorado bids ranged from $0.02 to $0.55 per ton and slightly increased from 1990 to 2012; and
in North Dakota all successful bonus bids were $100 per acre in nominal dollars, the minimum
bid BLM can accept for a lease tract, and did not vary meaningfully over time when measured
on a per ton scale. In cther states, (rends in bonus bids were not discemable due to variation in
the successful bids over time or there being too few sales in these states. According to officials
from coal companies we spoke with, bonus bids for federal coal |leases depend on many factors,
including coal quality, mine type (e.g., underground or surface mining), and the price of coal at
the time of the sale.

Even when coal quality, mine type, and price are similar, successful bonus bids can vary greatly
because of other factors. For example, mining conditions in Colorado and Utah are similar in
several respects—most mines are underground, the energy content of the coal being mined
generally exceeds 11,500 BTUs per pound of coal, and coal prices were in a similar range from
1990 to 2011 Yet, the total bonus bids accepted by Colorado since 1990 have been about
822 million less after adjusting for inflation, than those accepted by Utah despite the fact that
Colorado has leased out almost 76 million tons more coal than Utah. When asked about the
differences in total bonus bids, BLM officials reiterated that differences in conditions affecting
coal marketability across these states, such as access to transportation options and proximity of
customer base, make direct comparison of bonus bid values across these states difficult.
Specifically, BLM officials told us that most of the coal produced in Utah is consumed locally by
power plants in state. Therefore, transportation costs would generally be lower and the resuiting
bonus bids higher as the proximity to the customer would be considered an advantage. In

*From 1990 to 2011, adjusted average prices for all coal sold in Colorado ranged from $23 to $42 per ton and Utah
coal prices ranged from $21 to $35 per lon,
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contrast, much of the coal produced in Colorado needs to be transported out of state and may
incur transportation costs that would result in a lower bonus bid,

Rents. Rents, which are set at $3 per acre, are also collected annually from federal coal leasing
fracts, but comprise an insignificant amount of the revenue stream.™ In fiscal year 2012, $1.4
militon in rent revenue was generated from federal coal leases, composing 0.1 percent of the
annual revenue related to coal.

BLM'’s Implementation of the Fair Market Value Process Lacks Sufficient Rigor and
Oversight

BLM's guidance offers flexibility in how to estimate fair market value, and BLM state offices vary
in the approaches they used to develop an estimate of fair market value. Some state offices
use both the comparable sales and income approaches in their appraisals while others rely
solely on the comparable sales approach and may not be fully considering future market
conditions as a result. In addition, we found that BLM did not consistently document the
rationale for accepting bids that were initially below the fair market value presale estimate and
some state offices were not following guidance for review of appraisal reports. Furthermore, no
independent review of appraisals is taking place, as is recommended by commonly used
appraisal standards, despite Interior having expertise that could be leveraged to do so.

BLM's Gui ity § to Fair Market V:

According to BLM guidance, the goal of BLM's appraisal process is “to provide a well-supported
estimate of property value that reflects all factors that influence the value of the appraised
property,” and it gives state offices flexibility in how they do so0.** BLM's guidance lays out two
approaches to develop an estimate of fair market value—comparable sales and income—but
does not say that both approaches must be used.*' Under the comparable sales approach,
bonus bids received for past sales are used to value the tract being appraised. Adjustments

® 44 Fed. Reg. 42584, 42647 (July 19, 1978), codified as amended at 43 C.F R. § 3473.3-1(a)
“BLM, H-3070-1 Economic Evatuation of Coel Prog p.&7.

“There is also & third appraisal approach callad the cost approach. Under this approach, the value of a property is
appraised based on the cost 10 rebuild or replace the improvements on It Founmpln tha value of a prope:ty with @

Mmlmbwmmmnwmm less any depr that has d. The cost

PP his g ly not used ‘o b most of their value is tied 10 the minerals themselves
mdmmmvmmll
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may be made to these comparable sales based on how the characteristics of these past lease
tract sales compare to the lease tract being appraised. For example, if a past lease sale
involved coal that had lower heating content than the lease tract being appraised, BLM might
conclude that the current tract should have a higher fair market value than the bonus bid
received for this past sale. In contrast, under the income approach, the revenues received from
selling the coal and costs to exiract it are projected into the future and this net revenue stream is
discounted back to the present. The resuiting net present value of this revenue stream
becomes an estimate of the fair market value for the lease tract, See table 2 for a summary of
methods used and information needed for the comparable sales and income approaches.

Table 2: Summary of Approaches BLM Uses to Estimate Fair Market Value for Federal

Coal Lease Tracts

General methods and

Comparable sales approach  Uses past sales prices of coal tracis to
estimate fair market value for tract being
appraised

Compares characteristics of past lease
iracts to tract being appraised 1o identify
the most applicable sale(s) for use in the

Reconciles, @s necessary, nesults of the
most applicable sale(s) and uses these
results 10 estimate the fair market value

Information needed
Bonus bids paid in prior coal lease
sales.

Characteristics of lease tracts sold in

pnor transactions, such as:

«  Time of sale

« Coal guality (heating content value,
sulfur content. ash content)

*» Type of mining to be used [surface
or undergraund)

« Physical characienstics of mining
(ie., cepth to deposit, ssam
thickness|

«  Market conditons at time of sale.

Income approach Estimales future net revenues from the
sale of coal exiracied from the lease ract
using annual costs and revenue
projections over the period of time that a
deposit is expected to be mined, which
could be more or less than 20 years,
eolrespmdnobhhnﬂh of time that
leases are initiaily issued

Discounts, or converts, the future net
revenue streams back 10 a single number
1o the present—refarred 10 as the net
present value. (BLM's

suggests using a 10 percend real
ammnmmm
present valve )

Uses the calculated net present value of
the proj afer-tax net of the
mine operation to estimate the fair
market vaiue of the lease tract.

Determine whether and how to

EONpOTS unoni S

Mine plan for the lease tract based on
geciogic and enginesnng daia.

Lease development plan and coal
produciion schedule based on the mine
plan.

Coal pnce projections,
Anticipated capital and cperating costs,

taxes, and other expenses for extracting
the lease tracl's coal
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future market conditions into the
analysis.

Toe GAC sy o1 BV e

BLM's guidance states that the comparable sales approach is preferred fo the income approach
when similar comparable sales are available because it is assumed that this method will provide
the best indication of value. When comparable sales are not available, the guidance states that
the income approach is a viable alternative, but the guidance highlights the uncertainty
associated with using the income approach. This uncertainty stems from its reliance on
projections of future market conditions, such as demand for coal, coal prices, and the costs to
extract the coal. The guidance also provides examples for how the results of the comparable
sales and income approaches can be used together. For example, information from
comparable sales can be used as a comparison point for results from the income approach. In
addition, results from the income approach can be used to adjust past comparable sales.
Specifically, if the net present vaiue of the tract being appraised is less than the net present
value of a past lease sale, a conclusion can be made that the tract being appraised is less
valuable than the past lease, and a numeric adjustment can be made to the actual sales prices
of the past lease sale to account for this difference *

During our interviews with BLM officials, we found that BLM state offices use different
approaches 1o develop an estimate of fair market value of coal leases, and we confirmed this
during our case file review. For example, for lease sales in Wyoming, Montana, and New
Mexico, “* the BLM state offices use both the comparable sales and income approaches, based

“Adjusting comparable sales using the results of the income approach can be done using the arilhmetic and/or
approach. In the arithmetic approach, e net present value of the comparable sale is subtracted from
Mwwmwwuummwm This difference is then added to the actual sale price of the
P o sale. In the prop . the net present value of the tract being appraised is divided by the
MMV”“NM:I. “MWW&DMWWMM:&M\:MIM
comparable sale 1o adjust it

“*The Montana/Dakotas state office fi y owned n South Dakota, and North Dakota.
There are not any federal coal leases in South Dakota. The New Mexice state office oversees federally owned
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on our review of case files. Moreover, ihe BLM Wyoming stale office goes a step further to
numerically adjust its comparable sales using the results of the income approach. In contrast,
for lease sales in Colorado, North Dakota, Oklahoma, and Utah, the BLM state offices have
generally used just the comparable sales approach in recent years. For the two lease sales we
reviewed in both Alabama and Kentucky, one of the sales used both approaches, while the
other used just the comparable sales approach. When using the comparable sales approach,
BLM state offices generally only used sales information for coal sales that occurred in their
state. (See appendix Ill for spedcific information on the approaches used for the lease sales that
we reviewed )

BLM officials in some state offices said that they did not have the resources lo perform
appraisals using the income approach. In particular, the income approach may require the help
of an economist, and some BLM state offices do not have an economist on staff. For example,
officials in both the Utah and Colorado siate offices said they did not have economists on staff.
For this reason, the Utah BLM office recently contracted with a firm to help them perform the
income approach for a lease under consideration. However, BLM headquarters officials told us
that the income approach did not require an economist and that some mining engineers in state
cffices could perform appraisals using this method. Officials in other state offices said they
could not justify using the income approach due to the market for coal in their states. For
example, they said that most coal mining in Oklahoma involves privately held coal and a bonus
bid is not required 1o obtain the rights to mine the coal, while in North Dakota benus bids offered
as part of private sales have generally been less than or equal to the $100/acre minimum
required for federal coal leases. When using these private sales as comparable sales, BLM
officials in these stales concluded that the minimum bonus bid of $100/acre should be the
estimate of fair market value. BLM officials told us that if they did not set fair market value at
this level, the coal on the federal |ease tracts would be bypassed and never mined.

The reliance solely on the comparable sales approach among certain SLM state offices
contrasts with the recommendations of officials from appraisal organizations we spoke with, who
generally supporied using both the comparable sales and income approaches when conducting
mineral valuations. Representatives from three U.S. appraisal organizations told us that the
income approach can provide helpful information and should be used along with the comparable

minecals in New Mexico, Oklahoma, Kansas and Texas There are no federal coal leases in Kansas or Texas
according to BLM oficials.
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sales approach. * Specifically, the income approach can serve as a check on the results of the
comparable sales approach. In addition, we reviewed general appraisal standards in the United
States and industry-developed standards for mineral valuation in Canada and Australia, as
identified by appraisal organizations we spoke with, and found that mineral valuation standards
in Canada were the most prescriptive in terms of using multiple appraisal methods *
Specifically, the Canadian standards require that more than one appraisal approach be used
unless justification is provided, and these standards recommend use of both the income and
comparable sales approaches “ All of the standards we reviewed stated that appraisal reports
should incdlude a discussion of the rationale for the appraisal approaches used, as well as the
rationale for any approaches not used. Similarly, representatives from one of the appraisal
groups we interviewed said that if only a single approach is employed, the reasons for doing so
shouid be documented and justified. According to BLM's guidance, officials must document the
rationale for choosing a certain appraisal approach in the appraisal report, but during our review
of case files, we generally did not find this rationale documented in states where one approach
was used. In contrast, appraisal reports prepared for lease sales in New Mexico, North Dakota,
Montana, and Wyoming contained explanations for the appraisal approaches they chose to use.

Because the income approach examines estimates of future market conditions while the
comparable sales approach focuses on past coal lease sales, BLM state offices that rely solely
on the comparable sales approach may not be fully considering current or new trends in coal
markets when estimating fair market value, This is particulary true if a state office is using
comparable sales from a time during which market conditions were different. During our case
file review, we found there were several comparable sales used that were over 5 years old.

“AWe spoke with officials from | Institute, the Appraisal F tion, and the Institute of Mineral
Appraisers,

““These standards inciuded the Uniform St of Professional / Practice prepared by the App
sw-mmmammmusmnonmvmuﬂmsm- lhoUMom / st “Lforr.w..
Lands A prep by the gency Land Acquisition Conference lnlhoUModS!m Standards and

G for um. prep by the C. of Mining, gy, and
Petroleum, and the Code for ical A and V: of Mineral and Assets and S¢

for Indep Expert Reports prepared by several groups, including the Australasian Institute of Mining and
Metallugy.

“Special C: of the Canadsk of Mining, Metallurgy, and Petrok on ion of Mineral
Properties, Ste and Guk for Valuati dwwnom(ram Thncmnmuhd
by the Toronto Stock ge, and 10 be followed in quired by regulatory bodies
n Canada

Page 28 BAO-13-586 Coal Leasing



DRAFT

One official from an appraisal organization told us that he would hesitate to use comparable
sales that were older than 5 years because of changes in market conditions.

During our case file review of 31 selecled lease sales, we found four lease tracts in three states
where the bonus bid offered was below the fair market value presale estimate, but BLM
accepted these bids after additional consideration was given to them.*” In total, the accepted
bonus bid amounts related to all four tracts was more than $2 million beiow the presale estimate
of fair market value. Three of these sales occurred in the 1990s, and one occurred in 2007. As
outlined in BLM's guidance, bonus bids below the presale estimate of fair market value may be
considered as long as the bid is above the minimum bonus bid requirement of $100 per acre,
among other factors. Furthermore, BLM's guidance allows for additional information to be
considered or additional analysis to be completed as part of a postsale review process to
address technical errors or in cases where appraisal standards are not met. BLM's guidance
states that postsale analysis be documented and any revised fair market value be reviewed, but
does not clearly describe what postsale documentation is needed. According to BLM
headquarters officials, this postsale analysis must be documented and a new estimate of fair
market value needs to be completed and reviewed. We did not, however, find this
documentation in the case files we reviewed for these four sales. Specifically, we found no
documented evidence of a single, revised fair market value estimate against which to compare
the bids. The files contained general statements about additional information that was
considered during the postsale review process, such as changes in mining plans or changes in
coal prices. In each of the four cases, BLM found that the respective bids fell within an
"acceptable range of values” close to the initial presale fair market value estimate, and, as a
result, BLM determined in each of these cases that the bid should be accepted. Without better
documentation of these decisions, including specifying the revised fair market value estimate
and clear justification for the revision, ELM has not demonstrated that the accepted bids met or
exceeded the fair market value estimate as required under the Mineral Leasing Acl.

We also found inconsistencies in the appraisal reports prepared as part of coal lease sales, In
particular, some states consistently updated past comparable sales for inflation while others did

“IFor the other 27 lease sales we reviewed, the initial bonus bid met or exceeded BLM's presale estimate of fair
market value for 26 lease sales. For one of the two lease sales we reviewed in Utah, no bids were received.
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not. For example, we found instances where the Montana/Dakotas and New Mexico state BLM
offices used comparable sales that were more than five years old, but did not adjust them for
inflation. In contrast, the Colorado, Utah, and Wyoming BLM stale offices generally updated
sales that were more than 5 years old for inflation. BLM headquarters officials told us that past
comparable sales should be adjusted for differences in market conditions over time. State

~ offices also varied in the number of comparable sales they consulted when using the

comparable sales approach. For the 31 lease sales we reviewed, the number of comparables
used in the appraisal ranged from a low of 2 to a high of 10 comparable sales.

In addition, we found instances where BLM did not fully document its estimate of fair market
value. Specifically, we found three related lease sales in Oklahoma where a formal appraisal
repori was not prepared to justify using the minimum bid amount of $100/acre as the estimate of
fair market value. In the case file, there was discussion of the general market for coal in
Oklahoma, including the fact that private coal sales did not involve upfront payments, such as
bonus bids, but there was no description of the methods used to develop an estimate of fair
market value. A BLM official said that he believed comparable sales were reviewed to
determine that the fair market value estimate would be below the minimum bid value for these
leases, but this was not documented in a formal appraisal report.

From our review of 31 case files, we found differences in the appraisal review process used by
different state offices, and in some cases, states had not followed BLM guidance. According to
BLM guidance, appraisal reports must be signed by three BLM officials—the chief of the
regional evaluation team, a qualified mineral reviewer, and the deputy state director—to ensure
technical accuracy of the fair market value estimate and conformance with BLM's appraisal
guidance. The chief of the regional evaluation team is an outdated position that no longer exists
because BLM no longer leases coal on a regional basis, but the guidance has not been updated
to reflect this. BLM headquarters officials said they expecled that the mineral appraiser's
signature would take this official’s place. However, we found that appraisal reports were not
consistently signed by the three officials, and there was noc mechanism in place to ensure that
this review was taking place. While appraisal reports in Wyoming were signed by three
officials—the mineral appraiser, mineral reviewer, and deputy state director—other state offices
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had appraisal reporis that were reviewed and signed by a single official.® For example, two
appraisal reports in Colorado were signed only by the branch chief of solid minerals, while in
Alabama cne appraisal report was just signed by an economist. Of the two appraisals we
reviewed for lease sales in Kentucky, one was signed by only an economist, and one was not
signed at all. Without dlear guidance on who is supposed to be reviewing reports and
consistent reviews by these officials, BLM does not have assurance that proper oversight is
taking place in all state cffices responsible for coal leasing.

Currently, review of appraisal reports takes place primarily at the state office level, and there is
no review by an independent third party outside of BLM state offices. In its review of the coal
leasing procedures in 1984, the Linowes Commission concluded that pericdic independent
review of coal aclivities by a group with clear independence from the coal leasing program was
desirable. Furthermore, both the Uniform Standards of Professional Appraisal Practice and the
Uniform Appraisal Standards for Federal Land Acquisition note that independent appraisal
review is an important tool for ensuring that the valuation estimate is credible. BLM
headquarters officials currently have a very limited role in reviewing appraisal reports prior to a
lease sale, and they told us that headquarters officials receive copies of between § and 10
percent of appraisal reports prior {c a lease sale occurring. These officials told us that they are
provided with these appraisal reports so that they can participate in sale panel meetings where
BLM considers whether to accept bids for lease tracts. BLM headquarters officials do not sign
off on these reports or provide comments fo the state officials during the period when the
appraisal reports are being developed. As a result of not regularly reviewing all appraisals, BLM
headquariers officials were unaware of some of the differences in appraisal practices and
documentation issues that we found across BLM state offices.

In addition, BLM is not currently taking advantage of a potential independent third-party reviewer
with appraisal expertise within Interior, specifically, the Office of Valuation Services. The Office
of Valuation Services, established by secretarial order in May 2010 and reorganized in Interier's
Departmental Manual in June 2011, is respensible for providing real estate valuation services to
the Department’s bureaus and offices, including “appraisals, appraisal reviews, consultation
services, and mineral evaluation products for Department and client agencies.”” Within the

“agpraisal reports prepared in the Wyoming BLM state office also contained a signature by a fourth official, the
branch chief of s0lid minerals,

“Interior Departmental Manual, Part 112. Chapter 33 (June 1, 2011),
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Office of Valuation Services, the Office of Mineral Evaluation is responsible for providing mineral
evaluations for Interior's bureaus and offices, according to the Departmental Manual. Because
the Office of Mineral Evaluation is a small office with about & staff, it is not feasible for this office
to take over the mineral valuation function for the entire coal leasing program, according to
officials in this office, nor would it be practical given the knowledge and expertise that state and
field BLM staff have regarding coal in their respective regions. Rather, officials in this office said
they were amenable to helping BLM in other ways by, for example, providing independent third
party review of appraisal reports, which is critical for ensuring the integrity of the appraisal
process. Without additional oversight of the appraisal p by an independent revi ,
BLM is unable to ensure that its results are sound, key decisions are fully documented, and that
differences we noted across state offices are warranied.

BLM Considers Coal Exports to Limited Extent When Estimating Fair Market Value and
Does Not Consider Domestic Reserve Estimates Because of Their Variable Nature

BLM considers coal exports to a limited extent when developing an estimate of fair market value
and generally does not explicitly consider estimates of the amount of coal that can be mined
economically, known as domestic reserve estimates. In the few state offices that did consider
exports, we generally found the same generic statements in appraisal and econemic reports
that stated in general terms the possibility of future growth in coal exports, and there was limited
tracking of exports from specific mines. As a result, BLM may not be factoring specific export
information info appraisals or keeping up to date with emerging trends. Reserve estimates are
not considered due to the variable nature of these estimates according to BLM officials.

BLM's guidance states that appraisal reports should consider specific markets for the coal being
leased, and that “export potential” may be considered as par of the appraisal process. The
export potential for coal from a particular mine can be influenced by several factors, including
the quality of the coal and whether there is a transportation system nearby than can ship the
large volume and weight of coal to a port for export.® Some coal mines, such as those in

*Due 1o its volume and weight, most coal is transported in the United States by train
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Wyoming's Powder River Basin, are pari of a national coal market, and in 2011, Wyoming
mines shipped coal 10 34 states in the United States according to EIA data.®' Other mines
supply coal only to neighboring power plants, known as mine mouth operations, meaning that
their expon potential is limited and exports would not factor into the fair market value estimation,
according to BLM officials.

In our review of BLM case files for 31 coal lease sales, we found that coal exports were
generally mentioned in appraisal and economic reports for the 13 federal lease sales held in
Montana and Wyoming. Mines in these states exporied 17.7 million tons of coal in 2011,
according to EIA data, or about three quarters of the total amount of coal exported from western
states.™ Exports from these states represented less than 2 porcent of total U.S. coal production
and about 17 percent of total U.S. exports of coal in 2011.* Of the 13 Montana and Wyoming
case files we reviewed, one provided specific export information for the mine that was adjacent
to the lease tract being appraised. This appraisal report, which was prepared for a lease tract in
Montana, provided detailed information from IHS Global insight and Wood Mackenzie, two
private providers of information on coal.™ In addition, we found that 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 |ease tracts that were adjacent to mines
on federal leases that are currently exporting coal. Wyoming BLM officials told us that coal
exports made up such a small portion of total production from Wyoming that they did not believe
it was necessary to provide specific information on exports in their economic or appraisal
reports. Wyoming BLM officials told us that future appraisal reports may provide more specific
export information if exports became a more significant issue, but they did not identify a
threshold for including it.

S'E1A, Annual Coal Distrib Report (¥ gton, D.C.: 2011).

*1n 2011, coal exporls from Montana mines were 13 2 million tons, and coal exports from Wyoming mines were 4.5
million tons. These export amounts may include coal from mines that are not on federal coal leases. EIA, Annual
Coal Dit ron Report ( ington, D.C.. 2011).

40 2011, coal exports from states east of the Mississippi River tolaled about 84,3 million tons or about 79 percent of
total coal axports from the United States. As mentioned sarlier, there is litlle federal coal leasing east of the
Mississippi River.

*445 Global Insight is a firm that px prenensiv ic and fi information on countries. regions,
and i Wood i des industry and analysis on energy and minerals ndustries around the world.
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We generally did not find mention of coat exports in the other states with federal coal leasing
activity: Alabama, Colorado, Kentucky, New Mexico, North Dakota, Oklahoma, or Utah.** State
BLM officials in these states told us they did not consider exports when estimating fair market
value because there were few or no coal exports from their state. However, we found an
example in Utah where the |ease tract was adjacent 1o a mine that, according to EIA data, was
exporting coal, but the appraisal report did not mention coal exports. EIA officials told us that
they recently began collecting mine-level information on coal exports and received a request
from one BLM stale office for these data. BLM state and headquarters officials generally told us
they were not aware that EIA collects these dala  Similarly, Wood Mackenzie has mine level
data on coal exporis, but not alt state BLM officials were aware that this information was
available to them through a BLM subscription. By not tracking and considering all available
export information, BLM may not be factoring specific export information into appraisals for
lease tracts that are adjacent to mines currently exporting coal or keeping abreast of emerging
trends in this area

BLM official's said that they examine projections of future coal prices during the appraisal
process, and these projections would account for exports. However, only the income approach
for appraisals explicitly considers future prices, so the state offices that use only the comparable
sales approach would not explicitly factor export potential into their fair market value
assessments. Two states in particular—Colorado and Utah—have coal exports from mines on
federal leases, but generally use the comparable sales approach to estimate fair market value,
therefore their fair market values would not explicitly reflect the potential impact of coal exports.

BLM officials told us that they are aware that some coal companies plan to export more coal in
the future but voiced some concern about weighting these plans too heavily in estimating fair
market value because major port infrastructure upgrades are needed on the west coast to
handle increased coal exports. Several stakeholders with expertise in coal markets that we
interviewed shared this view. In addition, the International Energy Agency said it is difficult to
predict future coal exports from Wyoming's Powder River Basin to countries such as China

*Utah BLM officials reporied that they were curently preparing for a loase sale and that they would be considering
exports as part of this sale. In order to determine the impact of exports on fair market value, the Ulah state office
contracted with a private fim.
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because of a lack of infrastructure in place 1o handle experts and the uncertainty of market

BLM officials told us that BLM does not consider domestic coal reserve estimates during the fair
market value process.*” One reason they gave was these estimates can vary greatly
depending on market conditions. Reserve estimales reflect the amount of coal that can be
economically recovered at a given point in time; as a result, these estimates can change as coal
prices fluctuate and mining technologies advance. For example, USGS estimated reserves of
10.1 billion tons in the Gillette coal field of the Powder River Basin at a sales price of $10.47 per
ton in 2007,* but changed this estimate to 18.5 billion tons when prices rose to $14.00 per ton
in March 2008.® A more recent USGS assessment estimated that there was 25 billicn tons of
coal that can be economically recovered in the entire Powder River Basin at the time of study,
but netes that *mining costs and coal prices are not static as both tend to increase over time."*°
The report goes on to state that “if market prices exceed mining costs, the reserve base will
grow (the converse is also true).”

Some BLM officials told us they do not consider reserve estimates when estimating fair market
value because the United States has ample coal supplies {c meet demand over the next twenty
years, the time horizon that BLM uses when evaluating coal lease-by-applications. For
example, EIA estimaled that the United States has over 190 years of coal reserves, at the time
of its most recent Annual Energy Qutlook in April 2013, While BLM does nol consider reserve
estimates explicitly, those BLM state offices that prepare an economic report as part of

| nternatonal Energy Agency, Coal Medium-Term Market Repart, 2012: Market Trends and Projections to 2017,
(2012).

"Coal reserves are different from coal resources. To be Ciassified as reserves, coal must be considered
economically producible af the time of classification. Coal reserves are a subset of coal resources
*The Gillette coal field is the largest producing coal fleld in the Powder River Basin

* james Luppens el al, USGS, Assessment of Coal Geology, Re and R in the Gillette C
Powder River Basin, Wyoming (Reston, VA * 2008). Spot markel prices for Powder River Basin coal wers
$10.55M0n as of April 2013, according to EIA. Spol prices are prices received on very short term contracts, generally
lasting a few months in length

®USGS, Assessmant of Cos! Geology, Resources, and Ressrve Base in the Powder River Basin, Wyoming snd
Montene (Reston. va.. 2013)
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estimating fair market value examine future demand and price projections for coal, which impact
reserve astimates as mentioned previcusly.

BLM Provides Limited Information on Federal Coal Lease Sales to the Public

BLM generally provides limited information on federal coal lease sales to the public.
Environmental documents produced as part of the NEPA process and required coal lease sale
announcements are the primary source of detailed written information made available on coal
|lease sales. The amount and type of information provided on websites vary by state office, with
the most comprehensive information of the websites we reviewed provided by the Wyoming
BLM state office. In addition, BLM does not typically make documents used to estimate fair
market value publicly available due to the sensitive and proprietary information they contain,
although its guidance states that a public version of the appraisal document should be prepared.

BLM provides some information on coal lease sales in environmental documents developed to
meet NEPA requirements and in lease sale anncuncements. BLM is required to share these
documents with the public, and these documents are made available for review in public reading
rooms in relevant BLM state and field offices and are also typically available on BLM's websites
during the period of leasing activity. These environmental documents include environmental
assessments and environmental impact statements,”’ which evaluate the likely environmental
effects of leasing and mining the proposed lease tracl. These documents generally include
information on the lease applicant, mining methods at the existing operation, alternatives
considered, and anticipated environmental effects. For example, an environmental assessment
for a recent coal lease in Montana included an overview of the mine's history, the mining
methcds used at the site, the mine's layout, and information on potential effects of alternatives
considered. In addition to environmental documents, a decision document summarizing the
results of the process and agency decision regarding the lease sale is also issued. ™

*En impact are more ions of the proposad project and P

1 and are req If & project would likely sigr y affect the envi

“For envi | a decision record is used; for envi impact & racord of decision
is issued.

Page 36 GAO-13-586 Coal Leasing



DRAFT

BLM is also required to announce forthcoming coal lease sales in the Federal Register and a
newspaper in the area of the lease tract. These announcements typically include general
characteristics of the lease tract up for sale, such as the size of the tract, and the amount and
quality of the coal being offered, including its estimated heating value, ash and moisture
content, and the thickness of the coal beds. In addition, the announcements fist the applicant
and potential use of the tract, such as whether it will be used to extend existing mining
operations or the tract’'s location adjacent to more than one existing mine. The announcement
2also notes where interested stakeholders can view lease sale details including bidding
instructions, terms and conditions of the proposed coal |lease, and case file documents, typically
available for review at the relevant BLM state office.

BLM websites are ancother way that public informalion is released on the leasing program, but
we found that it was difficult to locate this information on some of BLM's websites that we
reviewed and the amount and type of information shared across the websites that we accessed
in May 2013 varied (see table 3). For example, BLM headquarters’ website contains general
information on the federal coal leasing program, but does not include information on past or
upcoming federal coal lease sales or link to relevant BLM state or field office websites. BLM
officials told us that they attempted to provide general information on past lease sales on the
headquarters website in 2010, but were unable to obtain state BLM offices’ verification of the
data, which stalled the effort. Five of the six state offices do not maintain information on past
lease sales on their websites, although officials in BLM headquarters and two state offices also
told us they have provided this information upon request. All six state offices that manage |ease
sales, at a minimum, publish lease sale announcements in the Federal Register, which is
searchable via the wonm.andhudonour review of BLM websites and interviews with BLM
officials all but one of the state offices issue press releases with lease sale results that are
highlighted for limited periods. In addition, during our review of BLM websites we found that five
of the six state offices keep environmental documents related to lease sales on their websites
duning the time of lease sale activity.
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Table 3: Summary of Federal Coal Leasing Information Contained on BLM Websites

BLM office website and siates  Cok E NewMexico  Utah BLM Wyoming
covered BLM States BLM  Dakotas BLM BLM (Utah)  BLM
(< {/ ™ (New Mexico, (Wyoming)
Kentucky)  North Oklahoma)
Dakota)

Numbaer of coal tracts leased 20 13 18 12 15 3

Environmental documents v o v - v v
linked on website (during time
of loase sale activi

nal environmental documents. - - - - . +
maintained on website

Summary information from past - - - - - v
loase sales maintained on

websile

Soree A0 sranen of DL subutes atoentad May 013 and meervaws wih GLU o s

“Links ts general infarmation an primary coal websfle pages were considered as being cortained on BLM website pages.

Of the six state office websites we reviewed, the Wyoming state office provided the most
comprehensive information on the federal coal leasing program, including results for all coal
lease sales in the Powder River Basin since 1980. For each lease sale this website had
information on successful bid amounts, associated coal volume and coal quality, and links to
environmental documents. VWyoming BLM officials told us that they had this information on their
website because they receive regular inquiries from the press and public on coal leasing in the
Powder River Basin. In contrast, the New Mexico state office had no coal leasing information
on its website. New Mexico BLM officials told us that there is not much public interest coal
lease sales in the states of New Mexico and Oklahoma which they oversee, and requests for
this type of information are limited to inquiries from mining companies.

Making electronic information available to the public is a position supported by the Office of
Management and Budget (OMB) and has been demonstrated by other agencies. Specifically,
OMB guidance directs federal agencies to use electronic media fo make government
information more easily accessible and useful to the public.*” In addition, we have previously
reported on the importance of federal programs allowing users to easily access and use

*OMB Circutar No. A-130.

Page 38 GAO-13-586 Coal Leasing




DRAFT

information on websites.** BLM's federal oil and gas onshore leasing program maintains a list
of planned lease sale auction dates on the headquarters level website, along with summary
resuits from recent lease sales by state. Without standard infermation on BLM websites, federal
coal leasing activity is difficult to track by the public and access to publicly available documents
may be hampered.

BLM Does ot Make Reports Related to Its Estimation of Fair Market Value Publicly Available
Which |s inconsistent with Some Paris of Its Guidance

BLM's guidance states that a public version of the appraisal report that deletes all proprietary
material should be prepared for each lease sale, but BLM has not been following this

guidance * According fo officials from BLM state offices, a public version of appraisal reports is
not prepared as a standard practice in the six BLM offices managing the coal lease sale
process. According to some BLM officials, they do not prepare this public version because they
are concerned about the patential release of proprietary and sensitive information these reports
contain and ihe impact this could have on the bidding process.*

BLM's guidance also states that the “fair market value appraisals and estimates can be released
to the public upon request where the high bid has been accepted,” and further states
‘information and analyses documents used to derive released fair market value estimates are fo
be released to the public upon request” after these documents have been "modified to exclude
proprietary information.™  BLM has interpreted this guidance to mean that the agency has the
discrefion to determine whether to release these reports in a redacted format. For two Freedom
of Information Act (FOIA) requests received in 2011 for reports used to determine fair market

30, Aamummc#omala USDA Could Enhance Pesticide and Ferfiizer Usage Data, improve Outreach end
Bomrum ., GAO-11-37(Washing D.C.: N 4, 2010), and GAD, Medicare:

to Benefici onthe f Drug Benefit Could Be Improved, GAQ-06-854 (Washington,
D C.: May 3, 2006).
SBLM, H-3070-1 jo E ion of Coal Properties p. V4.
“BLM omddn nmd thnl faderal oMcacs and ampley are p ited from publishing or disciosing proprietary or

{o any extent not nmhonzed by law and that unwthonxed publucnhon oc disclosurs
esuld resull in criminal penalties

“BLM, H-3070-1 Ei Evaluation of Coal Properties p. V-5.
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value of coal leases,” BLM initially withheld all fair market value documents until Interior's
Office of the Solicitor advised BLM to provide redacted documents in response to an appeal
filed in one of these cases.® In its response to this FOIA appeal, Interior's Office of the Solicitor
agreed that BLM has discretionary authority to disclose this information and noted that BLM's
guidance “does not require the BLM to release ‘fair market value appraisals and estimates’ to
the public and, instead, merely notes that it ‘can’ do so.” (n the end, BLM provided redacted
appraisal reports 1o this FOIA request, which we reviewed. These documents included a
description of the approaches BLM used to estimate fair market value, the number of
comparable sales that were considered, and background information on the mining operation,
but the fair market value estimate was redacted along with the supporting anaysis behind this
number. As of June 2013, BLM was in {he process of responding to another request for fair
market value documents received in 2012.

BLM headquarters and state office officials consistently told us that it is critical that the sensitive
information in lease sale documents not be released publicly so that the integrity of the sealed
bid process can be maintained. For example, if companies were to obfain the specific
comparable sales used for a past lease sale, this information could lead them to reduce their bid
for a future lease sale so that it is closer to the fair market value estimate, according to BLM
officials. But there are differing views within the agency on the extent of information that should
and could be shared. Far instance, BLM headquarters cofficials told us that they are open to
releasing additional information on federal coal leasing, including making redacted appraisal
reporis available. In contrast, Wyoming BLM officials told us they were not comforiable making
any additional infoermation on the fair market value process available such as redacted appraisal
reports. They told us that, in their cpinion, considerable information is already available in
documents that must be prepared as part of the procass, such as environmental impact
statements, public notices. and detailed statements on how to bid. They also told us most
people are interested primarily in lease sale results, which Yyoming BLM makes available on its
website. Wyoming BLM officials also said they are cencerned that by making additional
information available, including redacted appraisal reports, seme important information might be
shared that would result in reduced bids on future coal lease sales. The Wyoming BLM officials’

®pub. L. No. 86-487 (1066), codiflsd aaurmﬂdsdats US.C. §552. FOIA requiras federal agencias to provide the
public with accass to g ds and ir an the basis of the principles of openness and
accountability in mv-mmom

*The other requester did not appeal BLM's decision.
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point of view stands in conlflict to BLM's guidance that additional information in the form of public
versions of the appraisal report should be prepared and the Office of the Solicitor's
determination that FOIA does not allow BLM to withhold entire documents relating to the
estimate of fair market value in response o FOIA requests when portions of these documents
contain information that is not protected from disclosure and should be released.

Conclusions

With about 40 percent of the nation's coal produced from federal coal lease tracts in recent
years, the federal coal leasing program plays an important role in the nation's energy portfolio.
In managing the leasing program, BLM is required to obtain fair market value for coal leases.
Because there is typically littie competition for federal leases, BLM plays a critical role in
ensuring that the public receives fair market value for the coal that is [eased. However, we
found differences across BLM state offices in the approaches they use to estimate fair market
value and the rigor of these reports. Moreover, BLM state offices are not documenting the
rationale for choosing their approach for the appraisal process.

Adequate oversight of the fair market value process is critical 1o ensuring that its resuits are
sound and properly reviewed. However, BLM's guidance is out of date and officials are not
reviewing and signing appraisal reports in accordance with BLM's guidance. Without a
mechanism to ensure consistent reviews by three officials, as prescribed by the guidance, and
independent third party review, appraisal reports may not be receiving the scrutiny they
deserve.

BLM's guidance allows for additional information and analyses to be considered as part of the
posisale review process, which could result in a lower revised fair market value estimate and
acceptance of bids below the presale fair market value estimate but above the revised estimate.
The guidance calls for such decisions to be fully justified and that a revised fair market value be
clearly documented and reviewed. However, we found instances where BLM's justification to
accept such bids was not adequately documented. Without proper documentation of these
decisions, adequate oversight cannot take place, and BLM does not have assurance that
accepted bids were in compliance with the Minerals Leasing Act.
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Coal exports make up a small but growing proportion of total U.S. coal production, yet BLM
state offices were generally not tracking the export activity for mines on federal leases and were
including only generic statements about exports in their appraisal reports, and some state
offices were not routinely including export information in appraisal reporls. Moreover, BLM
officals were largely unaware of the various sources of mine-level information about exports,
such as the information that EIA recently began to collect and the information collected by
private companies. By not tracking and considering all available export information, BLM may
net be factoring specfic export information into appraisals for lease tracts that are adjacent to
mines currently exporting coal or keeping abreast of emerging trends in this area

BLM state offices are not following agency guidance because they have not prepared public
versions of appraisal reports, and there is a lack of agreement within the agency on the extent
and type of information related 1o the estimation of fair market value to be shared in response to
public requests. Without updated guidance and a consensus, there may continue to be a
disconnect between BLM's guidance and its standard practice of not releasing this information
publicly. Finally, BLM provides little summary information on its websites on past lease sales or
links to sale-related documents. Having additional information online could increase the
transparency of federal coal leasing program.

Recommendations for Executive Action

We are recommending that the Secretary of Interior direct the Director of the Bureau of Land
Management o take the following seven actions:

To ensure that appraisal reports reflect future trends in coal markets, BLM should revise its
guidance fo have state offices use both comparable sales and income approaches to estimate
fair market value where practicable. Where it is not practicable to do so, the rationale should be
documented in the appraisal report.

To ensure that appraisal reporls receive the scrutiny they deserve and are reviewed by
specified officials, BLM should take the following actions:
* update its guidance so that it reflects the current titles of officials who should review
appraisal reports;
* develop a mechanism to ensure that state offices are reviewing and signing appraisal
reporis consistent with the guidance;
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« develop a process for independent review of appraisal reports and work with the Office
of Valuation Service {0 determine its role. if any, in this process.

To ensure that ail accepted bids comply with the Minerals Leasing Act by meeting or exceeding
BLM's estimate of fair market value, BLM should update its guidance to specify the
documentation needed for postsale analyses in instances where a decision is made to revise
the fair market value estimate and accept a bonus bid that was below the presale estimate of
fair market value but above the revised estimate. Such documentation for postsale analyses
should inciude the revised estimate of fair market value, the rationale for this revision, and
review of this decision by appropriate officiais.

To ensure that appraisal reports reflect the current state of export activity for mines on federal
leases, BLM headquarters should develop guidance on how 1o consider exports as part of the
appraisal process and identify potential sources of information on coal exports that state offices
should use when conducting appraisals.

To eliminate the disconnect between its guidance and BLM state office’s practice of not
releasing appraisal documents to the to the public, BLM headquarters, state office officials, and
Interior's Office of the Solicitor should come to agreement on the extent and type of information
related to the estimation of fair market value that should be shared in response 10 public
requests for this information and make sure that its guidance reflects this consensus.

To make electronic information on the coal leasing program more accessible to the public, BLM
should provide summary information on its websites on resulls of past lease sales (e.g., amount
of coal offered, coal quality, bonus bids received ) and status of any upcoming coal lease sales
along with links to sale-related documents.

Agency Comments
We provided a draft of this report 1o the Depariment of Agriculture, the Department of Energy,
and the Depariment of Interior for review and comment.

As agreed with your office, unless you publicly announce the contents of this report earlier, we

plan no further distribution until 30 days from the report date. At that time, we will send copies of

this report to the appropriate congressional committees, the Secretary of Agriculture, the
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Secretary of Energy, and the Secretary of the Interior and other interested parties. In addition,
the report will be available at no charge on the GAQ website at hitp.//www.gao.goy.

If you or your staff members have any questions about this report, please contact us at (202)
512-3841 or fennella@gao . gov. Contact points for our Offices of Congressional Relations and
Public Affairs may be found on the last page of this report. GAO staff who made major
contributions to this report are listed in appendix VII.

Sincerely yours,
Anne-Marie Fennell

Director,
Natural Resources and Environment
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Appendix I. Objectives, Scope and Methodology

Our objectives were 1o examine (1) federal coal leasing, including the number of tracts leased,
along with the trends in associated coal production and revenues generated since 1990, (2)
Bureau of Land Management's (BLM) implementation of the process to develop an estimate of
fair market value for coal leases; (3) the extent to which BLM considers coal exports and
domestic coal reserve estimates when developing an estimate of fair market value; and (4) the
extent to which BLM communicates information on federal coal lease sales to the public.

To provide information on trends in federal coal leasing under the first objeclive, we analyzed
data from BLM's LR2000 database—used by BLM to track federal land and mineral resources
including coal—and summarized federal coal lease sale activity and bonus bids accepied from
January 1, 1990 to December 31, 2012. For each lease sale where a bid was accepted and the
tract leased, we analyzed data including: lease sale date, tract acreage, the amount of offered
coal, number of bids received, and winning bid amounts. We also analyzed data on coal
production and revenues generated from federal coal leases from fiscal years 1990 to 2012
from the Depariment of the Interior's Office of Natural Resources and Revenue (ONRR), which
is responsible for collecting and distributing revenues associated with federal mineral leases
including federal coal leases. We used ONRR sales year revenue data, which includes current
fiscal year data and adjusted or corrected transactions for sales that took place in previous
years because this type of data was identified by ONRR as best for trend analyses. To
complete our analysis, we adjusted both BLM bonus bid data and ONRR revenue data to 2013
dollars using the gross domestic product price index.

We conducted interviews with BLM and ONRR officials regarding these data and reviewed
documnentation on their data systems. We found that some of the revenue data initially provided
by ONRR prior 1o 2003, in particular the bonus, rent, and other income data, had gaps resulting
from a data system conversion the agency underwent and was not reliable for use in our
analysis. ONRR ultimately provided updated bonus data for this period, but they did so Iate in
our review process, and we were unable to determine its reliability. We determined that all other
ONRR data including royalty and production data from 1990 to 2012, as well as BLM federal
coal leasing data, were sufficiently reliable for describing trends in the federal coal leasing
program.
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To examine how BLM implements the process to develop an estimate of fair market value, we
reviewed applicable regulations and BLM's guidance for the coal leasing program, including
BLM's H-3070-1 handbook, titled Economic Evaluation of Coal Properties. We also interviewed
BLM officials in headguariers and state offices on how they implement these regulations and
guidance. Specifically, we interviewed officials in the following BLM state offices because they
are the only state offices involved in federal coal leasing at BLM: Colorado, Eastern States,
Montana/Dakotas, New Mexico, Utah, and Wyoming.! We also spoke with officials in the
Casper Field Office who are directly involved in coal leasing activity in the Powder River Basin.
In addition, we reviewed other appraisal standards developed by appraisal organizations in the
United States and appraisal standards used in other countries. These standards included the
Uniform Standards of Professional Appraisal Practice prepared by the Appraisal Standards
Board in the United States, the Uniform Appraisal Standards for Federal Lands Acquisitions
prepared by the Interagency Land Acquisition Conference in the United States, Standards and
Guidelines for Valuation of Mineral Properties prepared by the Canadian Institute of Mining,
Metallurgy, and Petroleum, and the Code for Technical Assessment and Valuation of Mineral
and Petrofeurn Assets and Securities for Independent Expert Reports prepared by several
groups, including the Australasian Institute of Mining and Metallurgy. We examined these
standards to see what they said about certain aspects of an appraisal including required
documentation and review processes. To learn about appraisal practices for mineral properties,
we also spoke with appraisal officals, including officials from the Appraisal Institute, the
Appraisal Foundation, the American Institute of Mineral Appraisers, and an official involved in
the development of the Canadian standards for mineral valuation mentioned above. In addition,
we spoke with officials from Interior's Office of Valuation Services, which is responsible for
providing real estate evaluation services to the Depariment of the Interior's bureaus and offices.

We selected and reviewed a non-random sample of case files prepared by BLM officials as part
of 31 recent coal lease sales using a data collection instrument we developed. The sample
included all reports for lease sales that generally took place from January 1, 2007 to July 31,
2012 This non-random sample cannot be generalized to all coal lease sales held, but rather
has a focus on recently prepared files. However, the results of this sample provide illustrative
examples of the coal leasing process used and the documentation prepared. We requested the
following documentation from BLM for these lease sales if they had been prepared: appraisal

'The Eastern States office oversees activities in the eastern half of the United States. There is cumently coal leasing
activity in Alabama and Kentucky. The New Mexico state office also oversees leasing aclivity in Oklahoma.
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repori, economic report, engineering report, geologic report, and tract modification report. As
part of our review, we examined 147 documents that were prepared for these 31 lease sales.
For those states that did not oversee two lease sales from January 1, 2007 to July 31, 2312—
Alabama, Kentucky, New Mexico, North Dakota, and Oklahoma—we examined their two most
recent lease sales ” In the end we reviewed case files for 11 lease sales in Wyoming, 4 lease
sales in Colorado, three lease sales in both Oklahoma and New Mexicc, and two [ease sales
each in Alabama, Kentucky, North Dakota, Montana, and Utah.®> To ensure that cus data
collection instrument was filled out correcly, two GAO staff members reviewed the provided
documents: one filled cut the data collection instrument the first time and the other verified this
work. We conducted follow-up interviews with BLM state offices to discuss both general
questions our review raised about the processes used to estimate fair market value in @ach of
the BLM states, and details related to specific cases we reviewed.

To determine the extent to which BLM considers coal exports when developing an estimate of
fair market value, we used our case file review to examine what types of information BLM
provided on exports, if any. For those files that did contain information on exports, we
compared the wording used 1o describe experts across the various reports to see what kind of
information was provided. We also used our interviews with BLM officials at headquarters and
state offices to learn about the information they consult in estimating fair market value and the
extent to which they consider exports when making this determination. We examined available
information on coal exports from the Energy Information Administration (E1A) and other publicly
available documents, such as financial statements of mining companies. We also spoke with
knowledgeable stakeholders about future projections for coal exports, including National Mining
Associaticn, International Energy Agency, and other officials from academia and industry.

To determine the extent to which BLM considers reserve estimates, we interviewed a variety of
BLM officials at the headquarters and state office level to determine if reserves were
considered. In addition, we examined available reserve information from the United States
Geological Survey (USGS) and spoke with USGS officials involved in making these estimates.

’\mmmwmuuummmunum~ these sales
fracts that were heid on the same date.

le lease

’munmmmnmmmawmmm All of the other lease sales received at
least one bid.
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We also obtained perspectives from stakeholders from academia, industry, and environmental
organizations.

To examine the extent to which BLM provides information to the public on coal lease sales, we
analyzed BLM's policies for making information publicly available, including BLM's H-3070-1
handbook. We also reviewed BLM websites related to federal coal leasing, and reviewed a
sample of environmental documents that are made publicly available during the coal leasing
process. We cbtained data from BLM on Freedom of Information Act (FOIA) requests made for
fair market value information prepared for federal coal lease sales. We also reviewed copies of
request letters and BLM's response to these requests, including redacted versions of fair market
value documents made available in response to the only FOIA request where BLM supplied
these documents. We interviewed BLM staff, industry representatives, and conservation and
environmental groups to get their perspectives on the information made publicly available on
federal coal |eases.

Finally, we conducted site visits to Colorado and Wyoming. During these visits, we met with
officials in BLM state offices in Colorado and Wyoming, and we also met with officials in the
Casper Field Office in Wyoming. In addition, we met with a coal mining company and toured a
large surface mine in Wyoming and met with a professor of economics at the University of
Wyoming's School of Energy Resources. We selected these stales because they have different
types of mining that take place—generally surface mining in Wyoming and underground mining
in Colorado. In addition, we selected Wyoming because of the large amount of federal coal
leasing activity in the state.

We conducted this performance audit from June 2012 to July 2013 in accordance with generally
accepted government auditing standards. Those standards require that we plan and perform the
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings
and conclusions based on our audit objectives. We believe that the evidence obtained provides
a reasonable basis for our findings and condlusions based on our audit objectives.

Page 48 GAO-13-586 Coal Leasing



DRAFT DRAFT

Appendix ll: Federal Coal Lease Sales, 1990 qt 2012 “Bake Date  Lease Sorial Acres Associsted Mine Typeof Mine  Estimated  No. of Total Bonus Bid  Bonus Successiul Biader
Number Name amountof  Qualified Accepted  per Ton Bid per
This appendix presents data on all federal coal lease sales by state that were conducted from January 1, 1990 through December coal leased Bids Bonus Bid  (nominal Acre
31,2012, Table 4 provides information on the lease iract characterislics (acreage, type of mine, and amount of coal) along with the (1000 tons)*  Received (nominal  dollers)  (nominal
teaen sele mosults ofhice o b A o of Succeestil dder). 125906 COC 054008 2600 FodelCresk  Underground Bem 1 X N 1 T T
01908 COC 080s41 105 King Underground 824 1 $10.762  $0.03 $101  National King Coal
Table 4: Federal Coal Lease Sales, y 1990 throug 2012 TINR000  COG DB138T 4444 Elk Greex Underground 20,920 T 86720661 $0.42 $1,963  Oxbow Mining Inc.
TA1R000  COC 061200 3211 Bowwe Number2  Underground 32800 7 $10.334 186 0,32 $3.219  Boww Resources Lid.
Sake Dats L Serial  Acres Mine Typeof Mine  Estmated  No.of Total Bonus Bid  Boous  Successhul Bidder 24001 COL 082820 1305 King Il Underground 7.048 1 304 King C
Number Name amountof  Qualified Accepted  per Ton Bid per RO COC 08ASIE 1620 WA
coslleaved _ Bids Bonus Bid  (mominsl  Acre 8 SIS - VP T Uinyen: Unfusgioting S . s unn..wcm -
{1800 0me}®  Wosslved '.z; dollers) g 7172064 COC 067011 691 WestER Underground 2300 1 $191064  S0.00 $278  Aveh Coal, Inc.. Ark
S — V1272008 COC 08757¢ 200 FedelCreek  Underground 2100 7 ; 32 Toal Go.
&12/1960  ALES 041888 %0 MK" ‘Surface 150 1 321,101 $0.13 $264  Rwer Kng Energy V242007 TOC 87232 TE17 West £k Uncergraurd 14,000 1 $3,025 000 022 $1094 AkiandCo
72961 ALES 043155 5440 Yellow Greek  Undergraund 24,600 1 $1.3003% 3005 32z Pmsburg & Moway 5302007 COC 068590 1407 Colowyo Surface 92,000 1 $13,106 600 $0.14 $0.317 Colowyo Coal Co. LP
_____MnnglosiCo
WIE1984  ALES 044853 1670 Shoal Creex Underground 5055 3 $336000 5004 $205  Drummond Co. Inc 114208 COCO72980 500 FodelCreek  Underground 1.400 1 3350000 5025 §$700 _ Twentymile Coal Co.
1 T Creex Underground 3960 3 $900764 025 $1364 OxbowMnng LLC
6281906 ALES 046811 40 Mary Lee Underground e 1 $77%5 3004 $184 Orummond Co, Inc. W2 COC 074219 400 Sage Creek Undergound 3200 7 TTS00 000  $025 32000 Gage Creex Hokings,
Number 1 ue
82171987 ALES 047686 40 Ok Mountain  Underground 500 7 $4223  S000001 108 Oak Min. Energy LLG Rentveky
and "";‘ V2131990 KYES 41395 180 Bell Co Namber  Undergrouns 300 3 196,000 $0.22 31088 Apoiio Fuel
9302001 ALES 051588 2887 Nofth Rier Underground 16.758 ’ #nN Ko Mt Pubury & Wdwey mw 2 Underground 3800 i $960000 0.4 3200 Apolo Fuel
Minng Ceal Co. -
o WANGEY  KYES 043034 167 CampNumber2 Underground 900 Sieess 002 $100  Peavody
042548 Number  Underground 39900  $002  §100 Webmore Cosl
4271950 COC O494B6 193 Hing Undengroond 70002 3161566 8010 536 Navonal King Coal TR KvEs i w1 %0 Cont
©/26/1981  COC 051551 1280 Dwserado Underground 8,700 1 $656 640 $0.08 $513  Western Fuehs o T3TT995  KVESOIS088 181 Namber 80 T ) 3 39005 304 3105 Leeco
7301682 GOG 063610 1340 Elk Cresk Underground 10,300 1 $1025998  $0.10 $766  Somerwet Mining V272008 KYES 081002 1210 Bsechfork Underground 2000 7 T 8801008 8017 $A14  Biedsoe CoalLeasng
121811862  COC 063356 522 Bowe Number 2  Unoerground 2,500 1 $62178 8002 $100  Gyprus Grohard Valny Company
T0/7/1983  COC 053580 544 Foidel Creek Underground 3600 1 $57275  $0.02 $105  Cyprus Western B11/2006  KYES 050213 315 Chas Number 4 Underground 702 1 $AT250 8008 $150  Chas CosILLC
T1ANG63  COG 064558 1012 Wesl El Underground 14.000 1 $303 520 .08 784 Mountam Coal Co. Montana
WS99S COC 056447 2770 WestEl Underground 37.000 1 S6408035  $0.17 $2.314  Mountan Co. LLC GAG/18S9  MTM 080887 1401 Rosebud Surface 27 600 1 $4416000  30.16 33,152 Westemn Energy Co.
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Sale Date  Lease Serial Acres Associaled Mine Type of Mine Estimated No. of Total Bonus Bid  Bonus Successful Bidder Sale Date  Lease Serial  Acres Associated Mine Type of Mine Estimated No. of Total BonusBid Bonus Successful Bidder
Number Name amountof  Cualified Accepted  per Ton Bid per Number Mame: amountof  Qualified Accepted  perTon Bid per
coal leased Bids Bonus Bid  (nominal Acre coal leased Bids Bonus Bid  (nominal Acre
(1,000 tons)* (nominal  dollars)  (nominal {1,000 ons)*  Recelved (mominal  dollars)  (nominal
o o S R APRER e T P P
1172772000  MTW DB3405 150 Speing Craex Surface 15,400 $1,740200  $0.19 11801 Spring Creek Coal Co. 1971471984 CKNM 031180 3429 Pollyanna Surace 15320 1 $M5710 sh0Q $101  P&K Company
@A772007  MTM 004378 1116 Spring Greek Surface 108,600 $10,002200 30,18 $17.806 Spring Creek Coal Co. :;m 8 North
10,650,000  $0.30 South -

vawatn Lt e Burface 35,500 $10,650.000 30 $3974 f‘l_%"" Pesk Eaergy TSTAST ORI 03dses 90 Pusyenna Sunce 38 7 310,000 $047 3117 Georges Collers nc.
New 13171997 CKNM 091571 2120 Raeck lsland Surface 4300 1 $2518% U068 $118  Famei-Cooper Mining
Mexico Co.
Ti3M881  NMRM 078371 3080 Sak River Surface 19,600 1 $1.571.963 9008 $510  Sall River Project an CKNMW 108007 2380 McCurtain Underground 10,058 2 $323,204 000 $136  Farrsl-Cooper Mining
T/21851  NMNM 088717 3360 Sakt River Surface 10,000 1 $799680  $0.08 $238  Salt River Project Co.
TIA7000  NMNM 098144 4434 San Juan Und staround 63,000 1 $73,000000 30321 $2.838  San Juan Coal Co, $/142008  QKNM 107920 2702 Bwll Hill Surince 8993 2 $409,955  SHOS 152 E:"-IC“M Mining
Norih Dakota -

9472005  OKNM 104763 560 Liberly Numberd  Surface 2057 1 357,820  so.0e 103 Famel-Cooper Mining
1241851 NOMO786ET 180 Freadam Betface 2,500 1 $16000  $0.01 $100  Coteau Properiies Co. g c:'
A 1554 NOM 041562 793 Freedom Surface 8,140 1 $79 300 $0.01 $100  Coteau Properties Co. Uran
3261587 NOM CBEG18 158 Freedom Suttace 1,750 1 315500 3001 $100  Falkirk Mining Go. TITASS0  UTUGSE203 1987 Star Point Mine  Lndergraund 7630 1 §1525359 3629 $T68  Cyprus Western
A2E1987  NOM 085537 80 Coteau Sarface 510 1 $8,000 3002 5100 Coteau Properties Co, 628/1990  UTU 066060 933 Aberdeen Underground 8 866 1 $1854.776 S92 $1.773  AMCA Coal Leasing
3261997 NOM 0BSSIT 38§ Freedom Surface 5610 1 $30900 3001 $100  Coteau Properiies Co. 6281960  UTUGE43TS 2631 Trad Mountain  Undergraund 12,200 2 $8,103470  $05¢ $2.320 Beaver Creek Coal
3261987 NOM C85815 78 Freedom Suiface 2,000 1 $6000  $0.004 $101  Coleau Properdies Co. 12/29/1983  UTU 066082 2979 Genwal, Crandall  Undergraund 18,600 1 33,870, §1278 Andalex Resources,
v N GaEa0T T Canyon North Inc.

T o S i) : . L 2 et 79096 UTU 069635 2777 Dugeit Canyon  Undergreund 2,700 1 §2587000  $621 $7225 Sage Point Goal Co.
21272002 NDM 090783 503 Freedom Surface 7,000 1 $50. 30.01 $100  Coteau Properiies Co. 0o T - g = R x e e 70— Srates
12102002 HOM GR1EAT 30 Falkik Surface 200 1 $4000  $0.01 $100  Falkirk Mining Co. i - P : 1 Co. e
2272006 NDM 091525 5334 Freedom Surface 89,000 1 $533 400 3001 $100  Coteau Properties Co, 12/18/196 UTU 073975 2299 w_mc,.* Underground 22,100 1 35127200 [FFE] 32230 Cyprus Platesu Mining
$/1272006  NDM 0951C4 320 Center Surtace 8300 1 $32000  $0.004 $100  BNICoal LTD Mine Co.

01572006 NOM 097633 160 Center Surface 3,000 1 500 S0.01 $100  @NI Coal LTD 5741998  UTU0I4B04 1288 Harizen Undergeound 6,300 1 33600 seas 3244 m“hh Gak-Horizon
Oklshoma
67201990  UTU (76195 7172 Buko Underground 60,000 1 $16960000  $028 $2.3%5  Canyon Fuel Co.

T1/14/1954  OWNM 061660 400 Shady Pait, ndergiound aopel
it~ ot P e s o © A R o 12122001 UTU 78562 1645 WestAidge  Undergrauad TWe0 1 STIASENO  §077  $6981  Andalex Resources,
LS e o T ) Suraee %0 g S S e L E:f""c”"“"m F/2003  UTUGIE083 580 Genwal Crandell Undergiound FA30 i 7 $7487  Andatex Revources,
TI/471934  GHNM 91568 1937 Red Ok Soulh  Sudace [IAE A 3204502 3002 3106 FamelCooperMinng SUyUn oV o

ce. 52472004 ___UTU 073975 703 Aberdeen Undergrouns 3040 1 $486 4¢0 G168 $602__ Andalex Resouces
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Sule Dute Lease Serial  Acres Associsted Mine Type of Mine Estimated Ne. of Total Bonus Bid  Bonus  Successiul Bidder Sale Date Lease Serial  Acres Associated Mine Type of Mine Estimated No. of Totsl Bonus Bid  Bonus  Successful Bidder
Number Name amount of  Qualified Accepted  per Ton Bid per Number Name amountof  Qualified Acceptes  per Ton Bid por
cosl leased Bids Bonus Bid  {nominal Acre coal leased Bids HBonus Bid  (nominal Acre
(1000 tons)*  Received (nominal  dollars]  (nominal (1000 tons)*  Received (nominal  dolars)  (nominal
dollars) dollars) doflars|

inc. 127202004 WYW 150210 2368 Nomth Antelope Burface 827 1 143765  $0.02  $12625¢ BTU Western
SB2008 UTU 21883 1760 Aberdsen Underground 14 300 1 86,000 Al $1600 Ancalex o R Resources Inc.

e A 354595 Underground 32145 i W 0.2 $3.901  Bnager Coal Co.
#2008 UTUOB4285 214 Dwer Creek UIndergrauns 325 T 02000 0.0 458 PACIFICORP 27162006 WYW 151134 2813 School Crask Surtace 18 2 $3176875810 112, BTU Western
/32000 UTU 088033 120 Emery Deep Undergraund E3 1 $201500 0.8 $1680 Consciation Coal Resources Inc.
Wyoming 160334 1399 e Surface 11.200 1 32476620 $0.0002  $1735 Dlack Butle Coml

$26611  $0.0  $383  LenCosl g -
20900 WYW119808 81 Swanecn Underground 00 1 o110 33 Usmbel ==~ 272072008 WYW 155732 7428 Eagle butie Swtice 255,000 TR 7T VB Fountston CoalWen
OB WYW 117824 1700 Jacobs Ranch Sutace 102,600 1 $20110457  $0.20 $14770 Kerr MaGee [y
121992 WYW 112507 3403 Black Thunder Surface 481 000 1 $71898842  $0.15 $20587  Thunder Basin 4222008 WYW 174407 2900 Corders Rojo Surface 788,100 T $260.800,000 3087 886476 Cordero Mining Co.
281992 WYW 119554 3064 Norh Antelope Buiface 370,000 1T 86906960  S0.24 $30.380  Fowder River 172877008 164432 448 Cordero Rojo Surface TA857 1 seo9maza s0@s  $107.871 CordwoMmingCo
Rochelle 112011 WrW 163340 2838 Anielops Surface 350.263 1 $207723 228 s0as $104.820  Antelope Coal LLC
171993 WYW 1226686 463 Rocky Butte Surface £5000 1 $1 001 030 821 :M 8182011 WYWA77303 1908 Amelope Sutace 56,356 1 $49 311,500 $0.88 $25838 Amelope
esSourCes
WV TG Ty T TR — BT A it 7132011 WYW 161248 1671 Cabalo Surface 221735 H 3210648060 5095 3129058 BTU Westem
1241906 WYW 128322 617 Anelope Surtace D 368 Ll $9054600  $0.15 314870 Anisiope Coul Co. 1772011 WIW 172557 1024 Babe Ayt Surface 130,196 2 $T43477 408 5110 $140,057 Aloha Coal West
S261887  WYW 127221 1482 Norih Rochee Surtace 157610 ) 30676340 8019 30657 Teion A1 WYW 174595 1977 Biack Thunder Surface 222676 1 3300001012 $135 3151769 Atk Land Co_ South
GOUNGEE  WYW 135742 4228 Nodh Antelope  Surface 532,000 1 $109586500 3021  $25945 Fowder Rwer CoalCo, W2 WYWTIR0DS 343 Mt Aatelope Surlose kdhad 1 MBS EE s 81916 :“““"*""
TUI00E  WYW 135458 1548 lack Thunder Sorface 412,000 7 156,000,009 38 663 Asch Coal 8282012 WYW 73408 6364 :om Anteloge Surtace 721155 1 $763370319  $1.10  $124644 BIU Westen
Mountan 85,71 1 1.857. 1 76 Ark Resources
201090  WYW 135875 5200 £k uwu 80 $1657.456 003 $3 Tand Co. mﬁiwrm Desources
712000 WYW 141435 2510 Antelope Surtace 275577 1 $91,220.121 $0.33 $32363 Kennacott Energy
1102002 WYW 145744 4082 Jncobs Ranch Surface 537 642 2 $379.504652  $0.71 375171 Kennecolt Energy W e excepiion of WYW 154585 lesse buct, we s for the bease Wacts in VWyorming. For WYW et wd b
202004 YW 154001 2987 North Antelops  Surface 207460 1 274117684  S082 82710 PeabodyBTU Wesrn e Sty 40 mopiaes furng st o e e et
Rochelle , Ine. Pllars for STUchaw ancns = an undengroursd meme Wyumng M does not ypaily enon iy ofaanis 1) Bvs wram affce

91222008 WYW 150318 5084 Black Thunder Surface 718319 1 $610995950 3085 5120193 AkLandll e T8 v e hommanen.
TI1372008  WYW 151634 927 Bucksion Surtace 142698 1 $42,309,400 $0.30 $45473  Kawt Mnng
121572004 WYW 151643 3000 Ameiope Surface 794961 1 3126311000 $0./5 352.004  Anteiope Coml Co.

Page 53 GAO13.686 Coal Leasing Page 54 GAD-13-886 Coal Leasing




DRAFT

L 3 from File Reviews of Selected Federal Coal Lease Sales

This appendix provides information on the 31 federal coal lease sales we reviewed that generally took place from January 1, 2007 fo
.u,:t 2012. For hose BLM state offices thal did not conduct two lease sales during this time. we reviewed thair Iwo most recent
sales. Specifically, we Mwhh.ﬁ*b&?hwaﬂ Kentucky (2 Nes), New Mexico {3 files),
Mm(lﬁ) and Oklahoma (3 files).'

Reports that ace relevant to the detarmination of fair market value include:

*  geologic repons, which contain an estimate of the amount of coal that can be recoverad an the lease tract along with the
of the coal, including its heating contenl,
« angineering reports, which generally contain esiimates of the costs 10 extract the coal based on the number of employees and
<capial equipment necessary 10 carry out mining activities.
* economic reports, which establish price and demand levels for the lesse tract’s coal. and
- eporis, which he fair market value for the lease tract, along with an explanation of the methods used lo
develop this number.

BLM's guidance does not direct that all of these reporis 1o be prepared as part of a loase sale, For example, 1 is unkkely that an
economic report woukl be prepared if the income approach was nol used to determine fair market value. However, BLM guidance
requires that aporaisal repons be signed by 3 officials,

For the files we by lease tract on the amount of coal involved in the sale, types of reporis
Msmdhl&.umm used, and with review requ

Table 5: Summary Information on Coal Lease Sake Files Reviewed

"Sate | Seral | Lease Dateof | Coal Geclogle | Engineering | Economic | Appraisal
Number | ractname | lease sale | ofered report repart repor report walue l.." signes
(milons, | prep prep o »
A ALES- | Jesse ‘Etm“r. o Voo
oS’ | Comek e because M
unabie o
rowde aspy of
"W reviewad Brwe pre-207 fls for both "d aatoa banieod salible b ek o Skl i Bt s chie,
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ftate [‘Wﬂ Tease Coal [Engineering | Economic | Appraiaal | Fair macket | Appraisal |
Number | tract name | lease sale | offered | report report report report value u':“l'm
twitlions | pe prepar S
A S- | Pl Creex W'_.Ht Yoo Yoo No Yes | Comparable |
051589 sabas
"TO [ CoC- [DyFam | 1@eaceT | 127 Vor You £ Vou Comparstie | No.
Tz sales
L Gollam EX Voo o Yoo &) [Comparabie | Ne
88590 sy
Incorme.
o {Coc- [ Fooa | naae0e |14 Vou Vos Tomparable | No
072680 Creek. et
(56 |Toc | B | e Vot Yoo & [Vee Tomparable
095 | Eest saies.
L GrayWan. | 1272005 | 29 Yoo 3 Vou Comparstie | Mo
151002 wales
eS| oot | o (67 e Ver W T T
050213 . sales
LW_T'W_'WIM Vou You Yes Yoo Compacate | Yeou
084378 | Cresk salee
Income
(WY TWe- | B | 200012 | 85 Vor Yoo Yoo Tompanite | te
Co7oas sales
M RN [ Fance 738 Vo Ves Vou Vor Voo
078371 | Laks 1 e
R e e e
86717 | Lake 2 sales.
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“State | Sarial Letse  [Dateof | Cod 'ﬁw [Appraiaal | Fair market | Appraisal |
Number  tractname | lease sale | offersd | report report report report value n.:hh‘
ﬁ—.' prep i e d ,
Ccomparatie |
W—W'W—WW‘ 102 | Yo Ves Yos Ves Comparstle | Yoa
172657 | West wales
Inoome
Adjusted
diacouried
caah fow
comparable
v Souh A | 2227 | Yes Voo Vou Yeu Yeu
174596 | Mg 1 sales
e
Adpusted
ARCouned
canh flow
‘comparable
L £ e e S b, —
175088 | Porcupine rales
come
Agpvted
deco g
cash flow
comparabie
WY | Wrve | west B80127 | B4 You Vou Ves Yoo Yes
177803 | Antelope 2 alen
South
Incoms
Adusted
dacounted
cash flow
sales
“WEMAEE Yos _ [ Yes Ves
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e Bamol | Coal [Engineering | Econcmic | Fair market |
Number | tract name | lease sale | offered report report report report value up’nmﬂ
of » used
T Porcusine sales
Ircome
Aduted
IRcouAS
cash fow
comrparabde
L
Source cane
Notes.

5mnt;-mwnuuu-~~m-mnm“muu This etrmate of Minsable tors of coal is
a e becaLse coal M weh as

e than gensrally laft in pla g 9 ool along
-:., phaem o plars for n Wyoming Bl M does. o pubdicly becase
. e o cod ang BLU oM. e free ofaals hat eed © 6gn T S5graisel repon ate
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Appendix IV: Comments from Department of Agriculture Appendix V: Comments from Department of Energy
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Appendix VI: Comments from Department of the Interior
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GAQ Contact: .
Anne-Marie Fennell, 202-512-3841, fennella@gao.gov
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In addition to the individual names above, Elizabeth Erdmann (Assistant Director), Antcinette

Capaccio, Scott Heacack, Rich Johnson, Mehrzad Nadji, Alison O'Neill, Dan Royer, Rebecca

Shea, Jeanette M. Soares, Jeff Tessin, and Swati Sheladia Thomas made key contributions to
this report.
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