The Percentage Depletion Allowance

(PDA): A Double Giveaway for wﬁﬁﬂﬁ[ B!
Hardrock Mining Companies ONSENSE

MAKING GOVERNMENT WORK

For decades, hardrock mining companies have benefited from generous tax breaks at the expense of
taxpayers, all the while extracting minerals from federal lands for free and purchasing federal land for no
more than $5 an acre. Part of this massive giveaway is the deduction known as the percentage depletion
allowance (PDA) tax credit.

What is the Percentage Depletion Allowance?

Meant to encourage mining, the PDA allows companies to recoup the costs of investment by offering a tax
credit for as long as the site generates income.! The PDA permits a company to deduct a fixed percentage
from gross income according to the mineral extracted, ranging from 22% for uranium to 15% for silver and
other hardrock minerals.? Often dubbed a “reverse royalty,” PDA deductions typically exceed capital
investment, which means the federal government essentially pays hardrock companies to mine on
public lands.® Taxpayers do not need to subsidize the production of an industry that was recently dubbed
one of the “best-performing” industries in the U.S.* The industry’s record-setting earnings numbers already
provide ample incentive to mine.’

Hardrock Industry Already Receives Subsidies

Under the General Mining Law of 1872, the hardrock industry
already receives egregious payouts from taxpayers. The industry
pays no royalties for the $1 billion worth of minerals it extracts
annually from federal lands.® In contrast, the oil, gas, and
surface coal industries pay royalty rates of 12.5% or more.” This
results in a double giveaway because mining companies not only
extract profitable minerals from federal lands royalty-free, but
receive a tax break for doing so.

The 1872 law also allows federal lands to be sold for no more
than $5 per acre, permitting companies to purchase taxpayer
assets well below market value.® Furthermore, inadequate
financial assurances® from hardrock mining companies burden
taxpayers with much of the estimated $20 to $54 billion in
cleanup costs for the more than 100,000 abandoned mine sites on public lands.
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Support Repeal of PDA

Senators Feingold (D-WI1), Cantwell (D-WA), Sanders (I-VT) and Feinstein (D-CA) have introduced
legislation—S. 1570: the Elimination of Double Subsidies for the Hardrock Mining Industry Act of 2009—
that would prohibit the use of the PDA tax break for hardrock mines and return hundreds of millions of
dollars to taxpayers. The bill would create $250 million in taxpayer savings over the next five years,'? and
deposit 50% into a new fund to restore and reclaim almost 100,000 abandoned mines on public lands.

Support the repeal of the PDA, it’s time to protect taxpayer assets
and end this unjustifiable federal giveaway.
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