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Associations’ Comments

building on our recommendations for a clearly defined process and application, our comments
provide recommendations for addressing substantive elements of the estimates. These
recommendations largely flow from those of the NAS and longstanding OMB guidance.

The IWG has an excellent opportunity to establish sound SC-GHG estimates based on the best
available, peer-reviewed science. We want to assist the IWG in this regard as this process
continues. At this early stage of the process, we submit these comments with the following top-
level recommendations:

The Process Should Be Transparent and Include Full Engagement and Participation
by the Public. The IWG should set forth a transparent and robust process for implementing
E.O. 13990 that includes full public engagement. First and foremost, we suggest that the
IWG establish the “predictable” three-step process for revising the SC-GHG estimates
recommended by the NAS. This should include notice and public comment on any draft
revised estimates, without inappropriate limitations. The IWG should adequately respond
to those comments before any draft estimates are finalized and applied to a regulatory
action, which will be subject to the Administrative Procedure Act and other relevant
statutes. The Associations recommend that the public notice and comment process extend
to draft recommendations for the President due this September as well as additional
recommendations due to the President in June 2022. We also suggest the IWG make its
process, with as much detail as possible, publicly available and well understood. Absent a
clearly articulated process and more information and clarity on the IWG and its work, the
public may not be able to meaningfully comment on the estimates or engage the IWG as
the law requires or the E.O. had envisioned.

All Estimates Should Undergo Proper Peer Review. Peer review is critical to securing
public trust in scientific information, analysis, and its real-world application. Consistent
with OMB Guidelines and the NAS recommendations for independent scientific review of
the revised estimates, the Associations strongly encourage the IWG to establish a process
that factors in time for a full, robust peer review of any draft revised estimates.

The IWG Should Explicitly Limit the SC-GHG Use Outside of Regulatory Impact
Analyses.
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The Administration now has an excellent opportunity to improve the SC-GHG estimates. As a
first step, the IWG can easily distinguish itself from the previous IWG by setting forth a transparent
and robust process for implementing E.O. 13990 that includes full public engagement. The 2017
NAS Report recommendations provide a framework for a process the IWG should adopt.
Additional transparency measures, such as clarifying the role of the IWG in relation to related
Presidential and Administration activities, can help the public understand and better engage the
IWG process. Absent a clearly articulated process and more information and clarity on the IWG,
the public will not be able to meaningfully comment on the estimates or engage the IWG as the
law requires or the E.O. had envisioned. This core deficiency in turn will create vulnerabilities for
individual agency actions that purport to rely on SC-GHG values as justification. The Associations
provide several recommendations for improving the IWG process below.

A. The IWG Can Make Meaningful Process Improvements

The Associations suggest the IWG establish a clearly defined process for revising the SC-GHG
estimates. The 2017 NAS Report provided a helpful set of recommendations that we advise the
IWG should implement. This process should also account for proper peer review of the estimates
in accordance with OMB’s Information Quality Act (“IQA”) Guidelines.

1. The IWG Should Establish a Clear Process for Revising SC-GHG
Estimates, Consistent with NAS Recommendations

Consistent with the NAS recommendations, the Associations agree the IWG should first and
foremost establish a “predictable” process for revising the SC-GHG estimates. The NAS
recommended a three-step process for future updates to the estimates, which the IWG can start
implementing now.'® We appreciate the IWG’s request for public input on “approaches to
implementing the recommendations” of the NAS, including “how the IWG should prioritize and
respond to these recommendations.”*! The Associations offer several suggestions below for the
IWG related to the NAS recommendations on process.

At the outset, the Associations suggest the IWG prioritize the NAS process recommendations as
they can provide the IWG with needed structure and can provide the public with necessary
transparency and predictability. Indeed, a well-established and accepted process can serve as a
strong foundation for the IWG, regardless of the evolving science, economics, or administration.
The 2017 NAS report recommended the IWG establish a “predictable,” three-step process for SC-
GHG revisions including:

10 NAS Phase Il Report. To be consistent with the NAS, we refer to the social cost of carbon (SCC), but the comments
apply generally to estimation of the social cost of carbon, methane and nitrous oxide (collectively referred to as the
social cost of greenhouse gases).

1186 Fed. Reg. at 25,670.
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In the first step,
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only because the SC-GHG are influential on federal agency and increasingly state decision-
making, but because variability in the inputs and assumptions, and how the individual model
outputs are averaged, can dramatically change the values.?! In other words, unreliable model
inputs will likely generate similarly unreliable outputs. Obtaining peer review of modeler inputs
and assumptions is consistent with OMB Guidelines to demonstrate objectivity, and would build
public trust in any agency rulemakings that use them.

Consistent with OMB Guidelines and the NAS recommendations for independent scientific review
of the revised estimates, the Associations strongly encourage the IWG establish a process that
factors in time for a full peer review of any draft revised estimates.

B. The IWG Should Ensure Revised Estimates Are Subject to Notice and Comment
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displace the IWG’s responsibility to provide notice and an opportunity to comment on draft
estimates.?
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modeling inputs and assumptions, were not disclosed to the public in 2013 and therefore could not
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Beyond the APA, the IWG should note other authorities that have reinforced the need for public
engagement. E.O. 13990 directed the IWG to “solicit public comment [and] engage with the public
and stakeholders.”*® The Associations reinforce this important charge.

E.O. 12866, which served as the basis for the 2010 through 2016 TSDs, similarly directs the IWG
provide “the public with meaningful participation in the regulatory process.”*® Specifically, E.O.
12866 calls for outreach to the public before issuing a proposal and a comment period “not less
than 60 days” on any subsequent proposals.**

The IWG co-chairs also stated they were “committed to engaging with the public and diverse
stakeholders.”*? We strongly encourage the IWG to take additional steps to fulfill this
commitment. A subset of the Associations wrote the Administration soon after E.O. 13990 was
issued requesting to engage with the IWG. While we did not receive a response, we appreciate
the opportunity, however belatedly, to comment on this Notice. However, we believe the IWG
should have provided the public additional time rather than limit the comment period to half the
amount of time afforded on the 2013 TSD.*® In the future, we suggest the IWG provide not less
than sixty days for the public to comment on any revised estimates. We also believe the public
would benefit from a more proactive level of outreach and communication by the IWG.

The IWG should improve its level of engagement with the public, by allowing a full and
appropriate range of comments and public input on this significant topic. We recognize the IWG
stated this Notice was “to facilitate early ... interaction with the public” (emphasis added);
however, we also understand that the IWG intends the interaction be “transparent and robust”
(emphasis added).**  For these reasons, we recommend the IWG publicly state its plans for
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recommendations for the President due this September on the appropriate scope of agency actions
that may utilize the SC-GHG, draft updated estimates due January 2022, and the additional
recommendations due to the President next June. Such engagement should include public hearings
or meetings to allow a fuller vetting of these issues.

C. The IWG Should Be Transparent With Its Decision-Making

We support the establishment of an IWG. However, given the significance of the estimates and
the forthcoming recommendations to the President, the IWG should be more transparent and
provide the public greater insight into its decision-making processes. The IWG should be clear
about its process for implementing E.O. 13990 and overall operations. The Associations also
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For the reasons stated above we recommend the IWG increase transparency in its operations and
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on implementation of the Information Quality Act needs to be updated and reissued.”®* As noted
above, the IQA and the corresponding OMB guidance on the IQA serve as a long-standing,
significant source of direction on agency policies to ensure significant federal actions are rooted
in sound, transparent science. Any changes to the IQA guidance should be taken into account by
the IWG.

E.O. 14030, “Climate-Related Financial Risk,” issued in May similarly gave agency direction that
appears relevant to the work of the IWG.%? Specifically, E.O. 14030 directed the Federal
Acquisition Regulatory (“FAR”) Council (not a member of the IWG), in consultation with the
Council on Environmental Quality (“CEQ”) and heads of other agencies, to “consider amending”
the Federal Acquisition Regulation to require that the SC-GHG be considered in procurement
decisions and give preference to proposals and bids from federal suppliers with a lower SC-GHG
estimate.> This directive may be considered premature, given that E.O. 13990 requires the IWG
to provide recommendations to the President by September 2021 on whether the SC-GHG
estimates should be applied to procurement. Thus, it is evident that there are several related but
separate Administration initiatives that have implications for the IWG’s ongoing process that
should be clarified for the public and appropriately coordinated with one another.

The Associations also seek additional information regarding how the IWG’s work has factored
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The SCC estimates were created in response to a court decision holding that the National Highway
Traffic Safety Administration had committed legal error by implicitly assuming that the future
costs of current carbon dioxide emissions would be zero in its corresponding regulatory impact
analyses.®® The purpose of the subsequent 2010 TSD was to “promote consistency in the values
used across agencies” for the future cost of carbon dioxide emissions.%* The resulting “SCC
values” were intended “to support agency regulatory impact analyses.”® These estimates were
developed only for use in benefit-cost analyses for regulatory actions under E.O. 12866. This was
made clear in the first TSD, which stated:

Under Executive Order 12866, agencies are required, to the extent permitted by law,
‘to assess both the costs and the benefits of the intended regulation and, recognizing
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B. The SC-GHG Is Appropriate Only For Requlatory Benefit-Cost Analyses

Over the last decade, federal agencies have used the SC-GHG estimates (primarily the SCC) in
dozens of regulatory impact analyses for rules spanning all major energy sectors, including
electricity, transportation, buildings, and industry.®® Putting aside the issue of determining the
appropriate SCC value, applying it in the context of a formal benefit-cost analysis for a significant
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regulatory impact analyses under E.O. 12866 and should not be used for different purposes as
those purposes fail to account for the many uncertainties and limitations inherent in the estimates.

2. The SC-GHG is particularly inappropriate for NEPA analyses

It is now routine for groups opposing projects requiring federal permits or authorizations to
demand that federal agencies use the SCC for National Environmental Policy Act (“NEPA”)
analyses. Federal agencies have almost universally opposed the SCC for such analyses. Among
the objections are that “the protocol is too uncertain and indeterminate to be useful to the [NEPA]
analysis.”8! Others include the lack of consensus regarding the appropriate discount rates and that
agencies have no way of understanding whether a wide range of monetary damages are
“significant” for NEPA purposes or not.8?

Litigation, however, has caused a significant division among courts.®3 A significant issue is that
the purpose of, and uncertainties involved in, the SC-GHG is not well understood. For instance, in
the High Country Conservation Advocates v. U.S. Forest Service, the district court mistakenly held
that the SCC was “designed to quantify a project’s contribution to costs associated with global
climate change.”®* (emphasis added). Certainly, the SCC was not designed for assessing the future
impacts of a single project on global GHG atmospheric concentrations or climatic effects, and
there is no indication that it is capable of providing any meaningful information with respect to a
single project. Indeed, the IWG has disclaimed its ability to provide meaningful information with
respect to regional impacts.® There is no indication that the range of SCC values can be applied
to estimate the impacts from a single highway, oil and gas lease sale, or new factory. Yet, litigation
briefing often inaccurately portrays the SCC as providing mathematically precise estimates of
future project “costs.” The plaintiffs’ brief in High Country asserted that the SCC was “designed
specifically to disclose” the impacts of a single project, in that case, modifications to a coal lease.®
The plaintiffs there claimed that, according to the SCC, the coal lease modification would cause
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between $248 million and $3.4 billion in future impacts — a conclusion that the SCC was not
designed to reach and cannot be supported with any scientific accuracy.®’

Using the SC-GHG in NEPA analyses can be misleading. The SC-GHG should not be portrayed
as mathematically precise calculations of a project’s potential sts
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project, and any “comparison” of those values “to the project’s other monetized effects” would be
a case of comparing apples to oranges.

I11. WG Should Review Its Major Modeling Assumptions/Inputs and Presentation of
the Estimates in Line with the NAS Recommendations and OMB Guidance

A. The IWG Should Use This Review Process to Consider Fully the NAS
Recommendations
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Therefore, the NAS endorsed considering “what constitutes a domestic impact,” while recognizing
the analytic challenges to estimating effects on U.S. consumers with the IWG’s existing models.
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scenarios are weighted equally, thereby treating them as equally likely. The IWG
does not provide a justification for this implicit assumption. As discussed
throughout this report, good scientific practice requires that key variables and
associated uncertainties be clearly identified, characterized, and supported; that the
methods used to produce probabilistic projections be consistent with the available
peer reviewed literature; and that the projections themselves be consistent with the
main features of the historical record. 96

We would urge the IWG to follow this NAS recommendation as it proceeds with its new analysis.
To facilitate that, we suggest that the partial uncertainty analysis found in the 2021 TSD be set
aside so that the IWG can prepare a formal uncertainty analysis consistent with OMB guidance
and the NAS recommendations, and present that information in a way that the full uncertainty in
the estimate is understood by the public.

Uncertainty analysis is vital because the underlying metric is so uncertain. The SC-GHG values
depend on the predictions of the global economy, the global climate, the global population, and
many other factors for the next 280 years. Numerous retrospective studies of long-run predictions
of much more modest scopes—e.g., U.S. energy consumption 30 or 50 years in the future—have
been shown to have substantial errors.®” One analysis found studies of Gross Domestic Product
were at least 10 percent off of the true value within one decade.®® In addition to fundamental
uncertainty, there is variability in known parameters that affect outcomes of future states of the
world. These tenets — uncertainty and variability —should be addressed in a systematic, transparent
manner so that the public can gain a more complete understanding of the SC-GHG estimates.

The NAS in its Phase 11 report acknowledges the fundamental uncertainty of estimating economic
conditions and demographics even to 2100. For example, the NAS states:

Unfortunately, the literature contains only a few examples of projections of
population, GDP, and emissions of any sort beyond 2100 and provides little
discussion of how to construct them (see further discussion below). In fact, the
scenario libraries do not necessarily span even the range of historical experience.
For example, among the IPCC baseline scenarios that extend to 2100 and were used
by Working Group 111 in the Fifth Assessment Report (Intergovernmental Panel on
Climate Change, 2014), the range of GDP growth rates is 1.1-2.5 percent (with only
1 of 263 below 1.2 percent and only 2 out of 263 above 2.4 percent). Yet the

% NAS Phase Il Report at 62.
9 See, e.g
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historical data show that a set of representative rates would span a significantly
wider range.

While the NAS suggests methodologies for constructing estimates from the available data, the
NAS emphasizes the fundamental uncertainty of knowing the performance of a complex system
decades in the future:

Based on the more recent methodology (United Nations, 2015b), the probabilistic
projections to 2100 could be extended further into the future. The IWG could
explore that task with IIASA, the United Nations, and other researchers. Such
extrapolation, like the economic projections beyond 2100, raise significant
questions about whether the assumptions used in the model will hold over more
than a century (emphasis added).
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estimates have three significant digits for some values, suggesting a degree of precision that could
potentially mislead readers and users of the metrics. Second, Circular A-4 requires a formal
uncertainty analysis for regulatory actions that have an annual effect of greater than $1 billion.
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The IWG states that a lower discount rate supports intergenerational equity where today’s
generation should consider its effect on future generations who do not have a role in today’s
decisions. The TSD also cites this consideration as one of the bases to use the Ramsey formulation
for a declining interest rate schedule and a lower interest rate than today’s social rate of interest:
future generations will be richer and thus will value consumption less than today’s generation.
Since a dollar will be less valuable to those future consumers, the discount rate should decline to
reflect future generations’ progressively increasing wealth.

We recommend the IWG extend and square its intergenerational equity analysis with its discount
rate arguments. As a number, the discount rate has no ethical content. However, regulatory and









