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Federal revenues arising frori and natural gakasen federal landsupporta range of Analyst in Energy Policy
federal and state policies and prograffitse 118" Congress is considerirgroposed changes to

policies affecting the ct#ction and disbursement of revenues freamshorefederal landsSome

of theproposed changes would affect royalty collections, allocation of reydmiéeasing

process, and exemptions from royalty assessment.

September 22, 2020

Total domestic ppduction (or withdrawal) ofrude oil and natural gas in 20&&sthe highest in thaistory of the United
Statedor each commoditya subset of this total, crude oil produced on federal lands was also a record value @i
natural gas production froonshorefederal land contributed 9% to each total in 20E&venues from oil and natural gas
leasen onshore federal landstaled$4.202billion in FY2019 representin@6% of total federal revenues framergy and
mineralleages m onshordederal lands. Thesevenuesarecomposed ofroyalties, $2.93 billion; bonuses, $1.1Bbillion;
other revenugincluding settlement agreementaterest paymentdApplication for Permit to Drill fees$67 million; and
rents, $22 millionDisbursementsf these revenueasclude $2.02 billion to states; $1.30 billion to the Reclamation Fund;
$39 million to the Brmit Processing Improvement Furgl 72 million to other accounts; and $444 milliorthe Treasury
General Fund

The decision to drill a given well represents the outcommaanfy factors facing an operatamcluding geologic

considerations, regulations, costs associated with initial capital investmecgss to infrastructurandlabor, among others.
Differences within and among geologic formations suitable for oil ahdalayas extraction can influence the decision by an
operator considering well locatioimcluding whether to drill on federal land3f the 242 mnilion acres associated with U.S.
shale playga shale play is a geologic formation with active or expedieghd/or natural gas productipproduction from

shale employs directional drilling and hydraulic fracturirapproximately 24 million acres, or 9.9% of the total, are in the
federal mineral estat®0.1% is on nonfederal lands

Numerous provisions ilaw affect revenue collection and disbursements from oil and natural gas [Easdésderal Land

Policy Management Act establishes statutory authorityhieBureau of Land Managemetat managehe federal mineral
estateOnshore d and natural gas amefined as leasable minerals, governed by the Mineral Leasing Act of 1920 (MLA).
FY2019, approximately 93% of revenues from oil and natural gas developments on federal lands were disbursed according to
provisions in the MLASome ley provisiondn the MLA includea 12.5%minimumroyalty rate 40% of revenuearising

from oil and gas leasing on federal landstates other than Alaska ateposited into the Reclamation Fuadd thatstates

other than Alaska recei#% of revenue$rom extraction operans in those statg#\laska receive90%). Disbursements

to states are assessed a 2% administration fee, which is deposited in the Treasesyare sold to the highest bidderof

above the required minimum bid) during competitive auctionareobtainednoncompetitively.

Bills introduced in the 16Congress would alter the minimum royalty rate assessed on new oil and natural gasleases
federal landsGiven the high percentage of revenue from royaltieanges to the minimum royalty ratpresenthe most
directmeans of altering revenues and disbursements from oil and natural gas leases, under normal market conditions. Some
bills would require royalties to be collected for natwas lost or used in production that is currently exemgohfroyalty
assessment.

Some bills would alter the current revenue allocation scheme, allowing states to obtain the 2% administrative fee currently
deposited in the Treasury. Other bills would amend minimum required bids, rental rates, and aspeatsrefitheasing
process, including the elimination of n@moempetitive leasing.
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Revenues and Disbursements from Qil and Natural Gas Production on Federal Lands

Introduction

Mineral extrabadiolnfandcdatdimaegl gas, from onshore
often debated. Some argue in favor of increaseced
domestic energy supply, employment opportunities
activitaegueOf hefavor of decreasedumdlvlgutoipome nt ,

(e, ggreenhous e nglz € s eancivcsessgso ntso) federal |l ands for

Federal revenues fr opnmt ooviild ea nids tcioantteu rsatipnegreanst o fae a s e s
federal and stat ®Repehueceosielf raanmdd npart ougrmaslmegraecs 1 e a s e
federal 1 a2n0bsi ltldatoanldTch oFXN 209 &naé€starel federal
frdmasmibnlser ahd geot henmorh&dbdesmwmadFhéeasndurces of th
funds include bonus bids for 1leases, l ease rent @
p ay melrhtess.e fduinsdbst masreefla@ad ersa 1l pr olUg rSa. msDe paanrdt ntehnet o f
TreaglrgaBRmumadgat of oil and naturalvaemnisown federa
federal regulations,polnlcdtutda m,gpadnhdewtdi mam,t at ed t o
consi d@motnigoms her s .

This report provides baoalkgadialenadn d nofatrumraa li ogna sr e re
federal Il ands and related statutory authorities.
natural gas production are presented and discuss
val Aedi s c ulsdsgi lomtr waflds®o 1 | o ws .

Oi 1l and NaPtruordaulotitGadsre der al Lanai

Background and Production History

Onshore fedetallel ahlsfeddhr ami Isluirofm caec rleasn dssf atnhde 7
subsurface *hhaeButedMumafgeBkdMdn (ageantchy n the

Department of mamra denstperaaicdouncgtydi i h ¢r al devel opment
these subsurface Iwhwmdse, smadhgednpyforhlfomdgencice
split e30i dt @ nadla mglssurdevel opments are . Somesidered
federal | amoddNgt i awd lud® miglkessSiegrnvaitceed wmilldietranreys s ar
bases, dhmd eo tbleeems ,wint hexapWmrfatdmn BdiM ddaddel op men

Fost SeFrJvaincea gtdntchy n t he DepartmeatsofhAgei ¢chbktur

1 Not includingrevenue fronNative American land<Qil and natural gas resources ammmonly coproduced on

federal landsThe total for oil and natural gas leases includes all revenues from the commodity categories Oil, Gas, Oil
& Gas, and NGL (natural gas liquids). These data are from the Office of Natural Resources Revenue (ONRR),
avalableat https://revenuedata.doi.goVotal includes fees from Application for Permit to Drill, received and

disbursed by the Bureau of Land Management (CRS calculations using Bureau of Land Management data).

2 Coal leases contributed 12% to the total; all other mineral leases combined contributed the remaining 2%.

3 Native American lands are excluded frore federal mineral estate acreaBergau of Land Managemerublic
Land Statistics 2012020, Table 43, pp. #8).

4 Electricity produced from geothermal resources on federal lands is an example of energy production from the federal
mineral estate. If surface lands over the federal mineral estate are not federally owned (i.e., split estate), BLM works
with private surface owners to manage the federal mineral estate.

Congressional Research Service 1
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aut ho

rity to use their surface lands for energy
including

wind and solar.

Of f shor e freedfeerraalp ploaonkdhsmat el y 1. 7 Dbillion offshor «

the U. S. outer continental shelf (OCS) s where en
Bureau of Ocean EnerTghye MAGS geenmmeenmp a( sBsOeEsM)t. he Gul f
Pacificandt Ahastka, regions, with offshore energy
predominantly occur rfTihng irriptohsto fimmiyp |l adfle Med =t ao fr «
of fshore oil and natural gas productioont for ¢ omy
address the topic of off%hore oil and natural ga
In 20t1@W]l8rtude oillopededunel i ondipgwlasan f4dé7 a21billion

bar¢¢2s248, 000 ,yamdr ¢ he Pommpedd®lyI8& abtielsl i on barrels
( 6,,709050 b ar roefl sc rpuedre doaiyl) d ¥Pi m@rG@ell®haene peri od

pandemicS. tEnergy Inforkla)A oo e dadammi ntihset rUantiitoend (St :
woubd a net expo’rter of oil in 2020.

EI A estilmat ¥si t hoddtuSctead ¢40 ,pr04 Boef )]l odnnavbrael fgat
20 Ja%9nedst i maeeseapor tBsc;fwtehe Uni9tlebd St ates has beer
natural gdCreadacei20p7odupt o dmicna elnimdh ¢ ur al gas

highest i’nm hh%toowntry

Uu. S. crude oil productionFiugdes h mtwarteaals eddo noevsetri ct hoe
productihen comd r s bwt icfeesds eorfhiar lo ml ons hore and offshor
l anffdsom 2010 tOht opg bodnd GnloPnofre b @ s a i nle @ efdgsoend

1,288 million barrels in %I0n 02 0109 ,309didl6 purioddu cotni b
nonfedehad 1naiktacf dt,lt e otnoptaarled t o 64 % of total

Onshore oidnpfioddihals olna2@ %Pérsoend 124 million barre]l
to 381 millid*hnbacbsBbsei onidf pP odawcadsi 9% nodfs t he
totadompared to 6% of total production in 2010

5 These types of renewable energy develops@ntiederal land are developed under Title V of the Federal Land

Policy Management Acé4@ U.S.C. 881761 et séq.

6 For more information on the lelgaamework of oil and gas development on offshore landsC&& Report
RL33404,0ffshore Oil and Gas Development: Legal FramewbskAdam VannFor more information on offshore

oil and natural gas leasing, $€BS Report R44504ive-Year Program for Offshore Oil and Gas Leasing: History

and Program for 201-2022 by Laura B. Comay, Marc Humphsieand Adam VanrandCRS Report R4469FEive-

Year Offshore Oil and Gas Leasing Program for 2Q0D24: Status and Issues in Bribf/ Laura B. Comay

"Includes lease condensate and excludes naturtiigas (Energy Information Administration (EIAj,P e t r o1 € u m
and Other LiquidsCrude Oil Production fittps://www.eia.gownavpetpet_crd_crpdn_adc_mbbl_a.hHtm

SETI A, “uPne tarnodl eOt her Li qui ds ,httpkMvyww.eiatgovdnavpet/ Ar ea of Entry, ”
pet_move_imp_dc_NUZ00_mbbl_a.htm

9 EIA, Annual Energy Outlook 2020anuary 2020, p. 39.

10 Gross withdrawals, excluding lease condensate; data for 2019 are estimateddgti#ly Energy Review July 2020
Table 4.1, p. 101).

11 For additionalinformation on the history of oil and natural gas production in the United State3R&el Focus
IF1103%, U.S. Oil and Natural Gas Transformation and Effebtg Michael Ratner et alCRS Report R45493he
World Oil Market and U.S. Policy: Background a8dlect Issues for Congressy Heather L. GreenlegndCRS
Report R45988).S. Natural Gas: Becoming Dominaby Michael Ratner

12 CRS calculations, based on EIA and ONRR data.
B Includes production from Native American lands.
14 ONRR, https://revenuedata.doi.gov/
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U. Batural gas praodumtiilear haos rociplse d v foit g dmeg of cr
shotwst al domestic natural gas production and th
of fshore) and foroomf €2delrla It hiNeowngcha 2 0OgdDs npn dbeddet abn
l andswhich fwatso t7a6l% por oduct i o/7 %i,rno @ 0B®IL2 %hDalOsl Oi ncr e a
to 3Bcifn 32 h92019, natucmlngmfiepava®i8ha mdhis t he t o
Onshore naturaoh ¢ asepwmhbidchha nwdassn 16 % o 2 0tldt,al pr od
has deklr%.,a 9 mdBcif2n0 2 01 0B d¢ifon 32/0713902 0 1 9naodons hbr gas
on f edepradd uwatBitesno f t he t ot al

n FY2010, BLM administered 22, 676 o1l a
2.2 micrdmoF Y2019, BLM administered 24,1
roducing status, d&Be¢werg FX201Mi bhidokFY
roducing leases increased 6. 4%, and the

u
€

n
2
2

S =
Qo
—
—_—

o O

Figure 1.U.S. Crude Oil Production

Barrels, millions
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Source: Total from HA, https://www.eia.godhavpet/pet_crd_crpdn_adc_mbbl_a.htnkederalOffshore and
Federal Onshordrom ONRR, https://revenuedata.doi.gov/

Notes: Nonfederal values are calculated by CRS as the difference between the total and the combined federal
onshore and offshorealues.

15 CRS calculations, based on EIA and ONRR data.

18 Includes production from Native American lands.

17 ONRR, https://revenuedata.doi.gov/

18 BLM, Public Land Statistics 201@011, Table &7, p. 126.
19BLM, Public Land Statistics 2012020, Table &7, p. 108.
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Figure 2.U.S. Natural Gas Production
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Source: Total from EIA https://www.eia.godhavhghg_prod_sum_a_epg0_fgw_mmcf_a.htrederal
Offshore and Federal Onshore from ONRR(tps://revenuedata.doi.gov/

Notes: Nonfederal values are calculated by CRShesdifference between the totaind the combined federal
onshore and offshorealues.

FigBpeesents the oil and natural gas dat a
onshore regions as an index. The besgaiyaden
to menge. vihusgspresentation of the daFar hig
example, onshore oil proaducda i pevowwaeen tiahgienr oli 1
production onowtohmded epemriadd 120G to 2019.
Figure 3.Relative Changes in Crude Oil and Natural Gas Production
Index . . .
—a— Qil, Nonfederal Oil, Federal Offshore —e— Qil, Federal Onshore
350
vvvvvvvvv NG, Nonfederal ===== NG, Federal Offshore = = = NG, Federal Onshore
300
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Source: CRS calculations using data from Hi#ps://www.eia.godhavhg/
ng_prod_sum_a_epg0_fgw_mmcf_a.hamd ONRR https://revenuedata.doi.gov/

Notes: 2010 is the base year for the index; values are equivalent to percentages.
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Revenues and Disbursements from Qil and Natural Gas Production on Federal Lands

The observed differencesdbhenwéedeonl and nondeadt
camaise quessbpoanthbhebduffethendThs naxpredotioonndis
facthasts addwelcd producti batfifitehcee s upmas dgowthiiccth dat a.

Factors ArfddeucdbdmognsB ons

The decision to drill a given well re;f’resents ttl
geology is arguably the predominant factor, as i
Loosely defi'medx p afnit to piep matéhoer di fference bet ween
expect édfldhhec ®esxtpse.ct ed r e venduse arsespersessneenettvse atfiheef uot puerrea -
received for otrhe oomommmadiiteys 9 mmdidsmoyrep d shaabnd )oante

marketapricess produced over time. Theiaxpected
addition to icnambral acamictashs gctdootisy,fgroatdsyc twart e r )
characteristie¢e, gdr itlhlei gg vedaptwke, ldrilling costs)

(e, gland purchamédlenahetd,)] ptcasttgnadebhyga latmoeamsg)

ot herAsn ocpoemrnmaoinalcynwcohf t he costs assnoewiwefdr ewith d
drilling begins. These expenditures commonly res
bring the well into production as quickly as pos

Ons hore oil and natfurrearh fgeadaerrpa 1d dlwac tcdosonp alr evde It © pr
froamnfede.Solwefl ftmhdet or s dr i ve agghdwep dd fdmd ceadecin
three «catgegpdroigopsc t iaonmdeigmp.att s ,0n s

Geology

Geologic factors are a major consider aPueont dacir
the limited presence of suitable geologic for mat
operator choose between otherwise equal options
l ands

Geologic formationsatlurkaell ygas rceosndwmrme soidr e@a naa Inl
exploration of a basin indicates economically re
1 f the rock formation 1s shale, the area 1s call
Di fferewndacdinshnandeciamblaggpsac’altecrnsas bowetl 1 1 ocation, a
some costs depend upon geologic characteristics.
others, which can resul#®Sdme af thsi ngeheesro Idtr iilnl iwegl lcsc
produce only oil or mnatural gas; the majority of
natur?l gas.

While the federal miner dmosgtd yteéenist heveves7 @0 nmtbt
United, Stthaet elsgcation of tghol Ugnwkedofitmaggd ®mnk and
gas deposits suitable for extracoubswhadsesing curre
federal mFhgdskBowstaahecshndwifpdlmlys for oil and n

20 One definition ofoperatori sany‘person or entity, including, bubvtnlimited to, the lessee or operating rights owner,
who has stated in writing to the authorized officer that it is responsible under the terms and conditions of the lease for
the operations conductedonthelee d 1 ands or a p B83100i0b@). t hereof” (43 C.F.R.

21 For more information on drilling oil and natural gas wells in shale plays;B&Report R45988).S. Natural Gas:
Becoming Dominanby Michael Ratner

22 For information on domestic oiha natural gas well production, see EThe Distribution of U.S. Oil and Gas Wells
by Production RateDecember 2019, availabletatps://www.eia.goyetroleumivells/.
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production
acres
t otaaile, t he

as stolce ait ms diiapchlacattyehsd,

withiwmviehd amdi tofnel daeS ine(dyf e 18 allm@dwdi Inigo n
appmiokkli maaire d%y.r R% o f
felleedtamenera

t he

Figure 4.Federal Lands and Shale Plays

Federal Lands
Shale Play

Source: Created by CRSuisingTight Oil and Shale Gas Plays data fiehA available atttps://www.eia.gov/
mapslayer_infem.php and the Protected Area Database of the U.S. (PADUS) from the U.S. Geological,Survey
available alnttps://data.fs.usda.ggeodataéddwiedw_resourceshetaS_USA.PADUS_Fee.xml

Notes: Shale plays on the bordeof the United Statesnay continue beyondational boundaries.

Production Inputs

Pr o duwmc tiiopue sr,e qcwisrtesd t o bring an oil or mnatural
incluadegnrnl (¢, npaubtsain land or mi(eergdlritighgs), C
equipment or s e(rev.igeeqsu)i,p meanbhto ro piampduttose $ cr gadbl ogpw
(e, gwater, <concretAes, ofpreeala)f,orasmmang eanphte rtso. ma x i mi z
to minimize the enoisnti noifz iinngp ubtesh;a vsiuocrh ccaons te x pl ai n
uaven devel opment of dinlclaindd nnga tdurfafle rgamsc ewe lilns p
federal and nonfederal 1ands.

Production of oil and natural gas does mnot occur
many producing oi,l wahnidl en aottuhrearl bgaassi nwe IwWlist h kno wn
prodwmwdintge .s dme soamee degree, this observation st
sites expected to result in the highest profit f
Somei bashave been under demepopment Fowemeaost s w

23 Calculated by CRS using dafromUSA Contiguous Alber&qual Area Conic USGS version.

Congressional Research Service
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pr oduct ifoonr ienxpauntpshaev,a idluaeb itloi ty of lcadhso.r, Mewiun @ me
to a new basin can modbdbulitizimghmwghtae g stilmegg due t
locatiAdadi tionally, drilling costs can vary bet we
Within a given basin, weleMWs wedcdonmtmoandeyh 1 €g¢ 6 ound
the frontiers of thg whufbpbeméy pathethHbmdy ecc ors
observation alnmsionisntiezmsn gf rboenh acvoisotr of t he operato
effecti wme wted [drcil nbsete ¢ ednrtihlgl ed well than to drill
distant ohoc

Regulations

Oil and natural gas basins often span multiple s
consistent a(ea,oglsa bsourc hl abvass,i,nesiode amebpet hdowws
may face differentteegugkdidttens axe sdiofif @ondntangdt a :
produ.ction)

One factor that affects the regulatory envir onme
federal Il and ofOibdbnandnhedacnl fdaddlealsands are r
part ey t theotdlwiatta lenmsa y b e diofnf enroennfte dferFoamh 1¢ eramsagssl e ,

the federal (desansi iHleesgerroicpetkisoans ionkgd) tPhmed dtehcet t i me
before production begins wohne nn ocnofmepdaeriretadl ntdop nparkosdou ¢
affect the costs of HUmimglidag i anwdcluls silemlt di apvrst ohdeu cnt
s e ¢c twihceaem, oper sttordrillaln on Bh#Metdec athp Netawwenh bl t he
Environmental Policy Act (NEPA), the Endangered
Preservationamomng(tMlRleyss are not idi sbuSsedpbdbutth

Statutory Aut horities

This section presenttat wt suynmnarttyhiomip 4 dchte s rmeayj eorru ess
di sbursements from oil and naAtdusalusgasondove lkepme
prva sions follows these summaries.

24 A note on federal taxes on petroleum: A 9 cents per barrel excise tax is collected on domestic crude oil and imported

petroleum product26 U.S.C. §84611 et s@gGenerally, the tax is leviemh crude oil received at a refinery or

petroleum products entering the U.S. for consumption or use. The tax applies whether the oil was extracted on federal

lands or otherwise. Excise tax revenues are not included in the data in this report. Revenilestéwifimance the Oil

Spill Liability Trust Fund (OSLTF), which is used to pay for damages resulting from oil spills or threats of oil spills.

For background, se€RS In Focus IF1116Ghe Oil Spill Lialility Trust Fund Tax: Background and Reauthorization

Issues in the 116th Congre&y Jonathan L. Ramsedrthe tax is scheduled to expire on December 31, 2020CB&e

Report R46451Energy Tax ProvisionE x pi ring in 2020, 2021, /9MoBlyF. and 2023 (AT
Sherlock, Margot L. CrandaHollick, and Donald J. Marples

ZBLM, “Operati on Bttpsdimwdy.blthgaypdogramsénergyandmineralspil-andgasbpperations
andproduction

26 For background information on NEPA, S€BS Report RL3315Z he National Environmental Policy Act (NEPA):
Background and Implementatiooy Linda Lutheyfor background information on ESAeeCRS Report RL31654,
The Endangered Species Act: A Primigr Pervaze A. Sheikland for background information on NHPA, $eRS
Report R45800The Federal Role in Historic Preservation: An Overyiéy Mark K. DeSantis
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Federal Land Policy Management Act of 1976

The Federal Land PolidgysMabdgsesmest sAat ut¢t BERMA Ut |

BLM management of federal lands, inclBHMng the f
1 andmu latcicp rswlui sntga i t AB€ dt PhjdiA eplrdi n ¢ i
y t

h

to manage federal

codifies the polic hat public lands remain 1in
of public lands is ihatmarketivahbeiobenentd 4 Dpoc
federal lands. Underr &§dL@UMAC e tran(aBgcaMnd mtespelrpelsan s
through a defined process that incorporates publ
societal avavlaureise,t yf r60Wh s t a k BhMl dersot the surface
agendpndf a@an mwhiialgi o pepr,aplfloPsMA directs BLM to co
with the surface management agency. FLPMA provid
minemalry (i.e., prohibit new mining).

Mi neral Leasing Act of 1920

Multiple statutmryenal hde vmii mpmaglo yeenf the s h 0 0 @
federal lands. The differ e@amtd adutshhamrisfeinesn tc rse atee
m neral deStealoapme vyt m atahthroerei tgieenser al categories of
devel ofprmmermtons hore federal |1 andmi:ndwoalst nabnlde (or
leasabl é minerals.

Oil and naturadagabl awhodefakplonatalroen and extra
governed by the MineMLATheEe MLAngDObprands 920
subseqBuleMprymul gate oeplkudndilocnassunfnogre dgearsal 1 ands
Mineral devel opments oafr eNacmtweea rAdsetiraitcuatno rlya nadut h o r
are not discuvssed in this report

Aut horitiesAcRleuli ateedd Ltand s

The MLA apppluibelsi co ndloymédion eramddeasing Act for Acgq
(MLAAREerneeattygds ttalcqguMl A4@ ubamnds doamaei nt hloasned sc e d e d
by the original states or obtained from a foreig
Ac qui r eadr el atnhdoss e obt ained from a statelaonrdsi ndi vi

27p.L. 94579 FLPMA is codified a#3 U.S.C. §81701 et selor a background on FLPMA, see BLWhe Federal
Land Policy and Management Act of 1976, as amen8eptember 2016, availablehdtps://www.blm.gowgites/
bim.govfiles/AboutUs_LawsandRegs_FLPMA.pdf

28 |bid., pp. 23.

2% 1bid., p. 5. For more information onthe BLMs  p 1 a n n i n hitpsp/www blm.gavprogramgatanningand
nepawhatinforms-our-plans

30 For more information on locatable minerals and mineral material§R&8eReport R4627&olicy Topics and
Background Related to Mining on Federal Lanolg Brandon S. Tracy

31p.L. 66146, codified at 30 U.S.C. §8181 et segasable minerals also include coal and sonmeemergy minerals,
such as sodium, potassium, phosphate, gilsonite, and sulfur.

32 Statutory authorities regarding mineral developments on Native American lands are generally contained in 25 U.S.C.
Chapter 12 and 25 U.S.C. Chapter 23.

33p L. 86382, codifiel at 30 U.S.C. §8351 et seq.

34 About 90% of all federal lands are public domain lands, while the other 10% are acquire&damisre
information on federal lands, s€&RS Report R4234&;ederal Land Owrrship: Overview and Databy Carol Hardy
Vincent and Laura A. Hanson
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n or may be acquired through acts of (
r met hods. &Vhicalpdrtoivadisni atmhse ahcaqeuii srleadt iboyn
reatment of mineral brlees oluarw.e sl ft hlaatn ddsi f
y purchase or exchange, existing miner
be inconsistent with otherwise applic

ML AAL s paelcli frieecse itphtast deri ved Dromyl ods ¢ hisss
er shall be paid i1into the same funds or acoc
me manner as pre ed for .08Thhdrs receipt s
i an allow for disbursements of revenuec
ed lands that do not follow the revenue al

mibetther statutory authoritiets ofmpnetetnhes cbDid
and natural gas Hewedvopwmpheocs ofir dm dmirmdrr d la n c
el opments on acdwmiraee lotandd mehawged b and t1
mineral revenues origidn2té&ddi wbull'sZ28%tdi ¢sher
enues from miner & hadte we tfoogprmefgltuacsprdordp ammatnydos |

ocat eld ebastmdey¢ he state in which tHe% mineral r
but hedasntda tReSm gnin t h%¥ReTreenausewsr yf r om mineral de
acquired lands managed by the (FliOsOh%)a ntdo Wi I d1 i
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Ke $t at uPtroorvyi si ons

In FY2019, BppodODxiemaecebgygs 9from oil faendde rmaalt ur al g
lands were disbursed ac ¢°8 podpernogv itsoitdplcddMA s i ons i n
ML AMLAARnd ot he rmoardiit heoatilty esf fect federal revenu
allodatwmidn and natwhrmals ogrhesrd o 8 ® woisfo ntphreosvel, s i o n s
primarily wi tfhoilnl otwhse ML A

10aEOUDI U
ThMLA defmnas mumermagpadbt by and natural gaos bper oduce
12.%Ro.yal(tii.ees., revenue from the appkeddecontht t

product of the royalty rate an d*?Rtohyea Inayr kreatt evsa laure
defined in the terms of each lease and® are not e

35 Phone call with Congressional Liaison, BLM, March 16, 2020
3630 U.S.C. §355(a).

8716 U.S.C. §849%00.

3833U.S.C. §01e3.

3916 U.S.C. §15s.

40 CRS calculations using ONRR and Bldata and the MLA provision that the Reclamation Fund receives 40% of

bonuses, royalties, and other revenues; and the MLA provisions for Alaska.

4130 U.S.C. 826(b)Y1)(A).

42 For example, if an operator produces and sells $1,000 of oil on a federal lease during a given month, application of

the minimum royalty rate of 12.5% would result in $125 roy
production.

43 Additional provisions apply to reinstatement of a lease after failure to comply with the terms of the lease, including

higher rental and royalty rates (30 U.S§T87(ce)).
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DOI has the authorit yr otyoa Istuisepse ncdo,l lweacitveed, forro mr eodit
leases to ensure maximum production or to consert

11 Y1 OUl w OOOGEEUDOO

The MLA indicates thatonf ofre doeffianla sltlaanndess uo 8 he gat h &
Al as ka, 50%odficboonseeyapbpti(ees.,gsaend letmeartt s, e v ax1t & @
to be disbursedhiohthlked®amido ddtbedderpeos i t ed in t he
Recl amat*Aofnt efFfuntdh.e se disbursement ¢, chdyted tlhese
the General Fund (i.e., mfForltaeantbhomeecbupnd)
natur al gas leases,tb6@lsbirslead tontdhl m¢&waemrmrua ni s
occurred and t l o dieepnoasiintBhdM iPn6 Pbnhies Pr ocessing [ mrg
Funl®PPPFor leases oifn rAedvaesrkmes ,90i%cl udi g rental r
disbursed twi tthh et hset arteemai nder c¢credited ®Ablthe Tr
di sbur wvemadmttest resulting fromreadbceddbyatheal g
applicable sequestrat i Forratd 2%bumddissbogs edn i s c
st aatrees wit hheld as an administratptvse ifne et Aend de p
TreaX¥Nerw.onshore oil amdf eddanlaslaol 1 agrmed ssluebaj seecst t o a

processing fee, to be submitted with t¥e applica
These revenues are d5e¢¥% oosfi ttehde irne vtehneu eP PbleFi,n gwirteht u7
BLM office that collected the fees.

$ OUBGRWSsS RPU@MUI O OUU

ThMLA detfhhren e s hemsa pageni t theed dt bybany amg emeity
stabebé , alc8ensls It sotteh er atstkka#dmM 0AI0 OO0 acres are allowe
The mazxttham oeialchand mnatur al igna sa nlye asstea ties o02t, h5e6r0 tal
(5,760aracnd¢d owend Al¥dfshidacymisei mum bid per acre of f

included natunabi g2Radleasse e B8&.paid on the 1ea
period before oil and nmitnurmelmtgaals rpartoedsu catrieo n$ 1b. eS¢

44 This provision also applies to rents (30 U.S.C. §209).
45 These statutory allocations apptyall leasable minerals, including oil and natural gas.

46 |n using the disbursements, states other than Alaska are tdpgiosty to those subdivisions of the State socially or
economically impacted by development of minerals leased under this cli@p{grplanning, (ii) construction and
maintenance of public facilities, and (iii) provision of public serVice( 3 0 8191(&)). N© provisions on
prioritization are given for Alaska.

47 The Reclamation Fund was established in 1902 to develop andhmairigation systems in a number of western
states (8 U.S.C. 891); seeCRS Report R41844he Reclamation Fund: A Primdsy Charles V. Stetn

4830 U.S.C. 891(a).

“The BLM Permit Processing fdrtimpcoosdinationeand procEssingdf oil and gasouseb e u s e d
authorizations on onshore Federal and Indian trust mineral estate;lan80 &.8.C. 891(c).

50 For discussion of sequestration of mandaspgnding, including mineral leasing revenues,GR€ Report R45941,
The Annual Sequester of Mandatory Spending through FYB@2%harles S. Konigsberg

5130 U.S.C. 891(b).

5230 U.S.C. 891(d). See BLMnstruction Memorandum IM 201044 for the current fiscal year fee, available at
https://www.blm.gowolicy/im-2019044. The fee, indexed to inflation, %10,230for FY2020.

5330 U.S.C. §184(d)(1).
5430 U.S.C§226(b)
5530 U.S.C. §226(1f))(B).
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during the first five®Goemprest iatnidv e$c2b updedra magelrées stthoe r
once pe,r igfuapratrecre.¥Isn dairvei dauvaali 1laebal ssepse cmafyi ¢i ncl ude |1
stipuPAn ioomeratoremuhasmoetpibehe halis tuubfimge acti viti
begin on a gzmoeg &the flrla qouwierde nmmeennttsal s and royal
paid, mineral lease owners can relinquish a 1eas
obligation(se,ogfpetrferlmeassd¢e reclamatié&8n before th.

Des cri pt iloena soifn gt dlPer o c e

FLPMA requires that BLM obtain fair market wvalue
its 71 elbnoduetre e MIL.Ad mplaoycsompetitive leasing process
extract oil and natBurM lalgaosr hfaryo mh ot ehdagsruacli tnlioane d s

l eases

Tk competiprnocessabdgigns with the i1identification
leas@&8Fedé¢eal land parcels can be nomimated for i
BLM can select tilme ap adrdcheslsse sthch aidisc lmmde beE de e med
and natural gdstdemehogdmbytt he BLM |l and use plar
FLPMA and subject toNateigun amemietmatisr Bimmldiecry tsAcet ( NEF
Endangered Species Act (ESA), and .FhdeNational
l easearsealreesqurconetdegonby i f parcels are available,

initial term of 10 years.

After notifying the p WBHLIM anagdLiissst uwopfc olmi nndgs 1 Acvaasi el
for Competit,awngluNbmf n%ndaiyb nndodneirnsat e available par
a nomination requires paymenth2o fphtelk ¢f {smisgtd nytea ra c ¢
and requiacunomierast i 0hfeuinsd sbiwndilngheanmdturned i1if t
anothe®Bl bidderbidder is successful, these paymen
of the Il ease.

Al teehgtianyoneexpamrs snutbemrieosftan which 1is an inform
parcel to Hativaeasd add&ghr € s dnatoenr eosBti ndi mgpnand requi
no depoAft eor r £exda wis ingt oearnewsdtn ffoarmi t y to the 1and
planning process, BLM may include such parcels i
ANot i

ce of Compiest ipgdsvtee d efassreb eSfadtce as he. 4 b day s al
competitive 1ease osraliemtuedrdimatnldaacs e di & ya waraded t o
qualhbifodfefd ring t hpa hmddfte at paamrwesd was nominated b

5630 U.S.C.§226(d)

5730 U.S.C8226(b) Federal leases not awarded through the competitive leasing process are made available for non
competitive leasing for a period of two years (30 U.8226(c)). Noncompetitive leases are awarded to the first
received qualified applicant; no bonus payment is required-ddampetitive leasing regulations are found at 43 C.F.R.
883110 et seq.

5643 C.F.R83101.13.

5930 U.S.C. §226(q).

6030 U.S.C. §187(h).

6143 C.F.RSubpart 3120.
6243 C.F.R. Subpart 3102.
6343 C.F.R8§3120.32.

6443 C.F.R883120.43120.5.
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bidder s, but no bids were receicuadbabovYdectrkad r ec
competitively mnwoi eqdu ablifdf tiusr eoffered during a | eas
by BLMncl udi exgp rtehsrinitognh efnM of fer s Lhampepateaok fc
lea&Nagompetitive leasing allowsors wc hp eprairocde losf ttc
yvears taq@qutalepfplesdebontmi ni mum bid payment 1is requi

After the lease has been awarded and the lessee
lease, the I benuvgihundbtpanpnetdhe¢ hr ofigh t's ymgamtt i t i v e
on thanldeaotdhern ffoirl nomgni fhaegsed parcel s, some of th
the nominat iMinn ianpupnt sr1c @i e hses are $1.50 per act
and $2.00 peSThaec rloeusssheeepea ft arbond in an amount

be released after production activities on the 1
reclaimed to th® satisfaction of BLM.

c
Befdrelklhamnpegin, the acpmpdApdrt i mwumRetir osnDrbfindindt a

(APB)ncl umdippg ication PRBefloforpradihc tvihdd ocpacmr abteogi
must submit an acceamtdablec eplvaean agg¥hHhropada tfiroms BLM

Federal Revenues and Disburse

DO Offiaadarafl Mesources RevebnuwranesEONRE) tdel Ifedtes
r e venuoen sfhaonrde o fefhsclr @gte md a g enk I p . ONRRd antaa natm i n s
energy and mimeveadine¢sg didulbatrmiogigmeanttisng fdom 1 eases
l ands aBadméveartselrasv.e Hna bgdnlaclases on afredeopmrmald Itaondse
responsibéd,cghBhlgM,naRSt)her t han to ONRR

The next t wo asnedc tditiodsnesu sdsevsecnruiebeand di sbur sement s
gas develompsmhomrdee reh | ands.

Federal Revenues

Asmai nthy n@MRiR,a cormalelsfcomdoil and nattuwural gas d
a

categoBonuealnReRyal t iOt hRenmadBonus, Rent s, and Roya!
indicate revenues from different stages of a gi\
with the winning bid in a competitive lease sale
$§2 per acre.dRénosm &6he toebbeetduring the period
the start of production on the lease. aRoyalties
mini mame of 12.5% of the value of, parso dbugcptoirotne.d T
ONRR,aptures otdlewdirreg etnhuesseg fimo mnidnettetrleesmte nt a gr e
a

paymé@ompanies have seven years to adjust their

6543 C.F.R. Subpart 3110.
6643 C.F.R. Subpart 3103.
6743 C.F.R. Subpart 3104.
6843 C.F.R. Subpart 3162.

OBLM, “Instructl|Ma0d9084e hitpst//avawdlmmgovpolicyim-2019044. This value is$10,230
for FY2020 and is indexed to inflation (30 U.S8191(d)(2)).

7043 C.F.R. Subpart 3170.
TONRR, “ Re v e n thtps:/iregvendédataddi.gadwnloadsievenueby-month/
72 CRS addsdes collected by BLM for APD to this categofe data for APD do not indicate if the lease is on public
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which can result in ffRgué¢nwe d&afaat ed owihmottsheime dt thees e
lease 1is on public domain land or acquired 1and.

In FY2019, leasable minerals aall goefo t$hde.s8mal r e s c
billions fifpecodee r alOf1 4 thd s .e $cdo. 1BlDeRcltiioonn sw,e r ¢ aflt om o |
gas resources, which are c¢c&hmwally amadpmadwecad gn :
collections r1epre(stehnet mahjeo rsiut2.9od i rlglvyidadinptcidesso n s )
$118bil;®atomer ,$6etmiclnjainodesn$t2mi 1 1 i on

Appr ox i8tha toef]l omd deonaeler gy and mineral revenues ¢ ome
leasdAisngoyalties representhatnlge sl amgositt spharce so th a:
among the major factors 1inrnr e wahheeuro dffilfcudcattruisantgi o n s
revenmeesbhdnges in powmuducsd ipani Raflad tlyeasadeses are s
statute, regulation, or for specific leases, but
iwned.

Fi gbdleotwse revenues collected from oil and natur
revenue faotme 2IrlY, tAkr cowgh |20 %. arky paommadityy det
prices, the reduction in royalties starting 1in 2
oiflr om 20 1.’4T hteo BoOnluSs e s series reflects an unusual

$976 mil
revenues
from 201
and natu

lion,fars@dat dlmegar sfex bsha81 ¢8Fi g 6NeowwMe xi ¢ o

from oil and natural gas devel opments c
0Othr olilgths figure i1is included Dolallow ¢
al

i)
T g af se ddkeavaellso pammedn tNsa toomwve Amer i can 1| ands

domainland or other land type; values exclude APD on Indian lands, and are availlatbpes #www.blm.gov/
programsgnergyandmineralsbil-and-gasbil-and-gasstatistics

73 For example, ONRR would indicate a negative royalty value for a given rif@rtloperator had previously
overpaid royalties anfiles anadjustmenthatresults in an amount owed to the opergt@ater han the royalties due
during thatmonth

74 Not including revenues from production on Native American lands. For more information on the treatment of
revenues from Native ReuenueifromaNaturbl Resausces onsNative AnBrikah Land a t
https://revenuedata.doi.gdow-it-workshativeamericaarevenue/ Includes $32 million in fees collected by BLM for
processing Applications for Permit to Drill (CRS cdétions using BLM data).

“Values include the ONRR categories of “0il,” “Gas,” “0il
collected by BLM.

76 The Bonuses series reflects an unusually large monthly collection of $976 million for OctobeTiagL8lue falls

in calendar year 2018 and fiscal year 200NR R,  “ R e Mosith, uitps:/frevenuedata.doi.galownloads/

revenueby-month).

77 Calculated by CRS using annual dataWTl-Cu s hi ng, Okl ahoma (EI A, “Petroleum and
P r i chips://wivw.eia.govdnavpetpet_pri_spt_sl_a.him

7BONRR, “ R eMonth uitps:frevenuedata.doi.galownloadsievenueby-monthfa nd BLM, “Table 15

Competitive Oil and Gas L btps//ewwsbimlgevsrogiamnddyadndrbineralsot- Of f i ces , ”
andgasbil-and-gasstatistics
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Figure 5. Federal Oil and Natural Gas Revenues from Onshore Federal Lands
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Source: O N R RReveaue by Yearbttps://revenuedata.doi.g@dwnloadsievenue/ and CRS calculations
using BLM data for APD.

Notes: Al | APD fees are added t o utlkEechid@ieRdRuedratNatyor y 0Ot her Re
Americanlands

Figure 6.Federal Oil and Natural Gas Revenues from Native American Lands
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Source: ONRR, 0 Re v e nhtips:/ftdvgnuetlataaloi.godwnloadsievenue/

Notes: Excludegevenue frornon-Native Americanandsand APD feesRents and Bonuses are generally not
visible on this graph.
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Di sbur sement s

In FY2019, leasable minercmnsshfeerded r gé ol hadmal es ai ¢
totdabburetmBddi § POfontt hese di dBWWrkslememtwer §4fr om o
natural, gwhinblmalgme nX.sDbl f 1 $ on t30b isitant etsg tShle 5
Recl amat i omi IFluinod® I 88d2Btihlel iPon t o aontdd &rid 1al ci coonu nttos ;
t hTer e aGam gr a®PWhFiulned not reflelledli smuthementval ue ss
leasable minerals are reduced by the®applicable

Di ffesbetowveen collections and disbursements for a
di fferedicsebby rgseesmeeonatésiiny t he montrhe cfowid pheoywilmeg 1t s

del afyoerd ot her reasons, incduamamgntds , pdart eald jvad umer
Di sbursements are allocated aMIcAAldiomryg.ottcdetrhe app

ONRR pr ovi ddeiss baucrcseebnye nfto sdcaatla year , starting in 2
star tOict @2blelr8 f i Elcraa ]l ipypednmntdattd yndignpmeygmatmed, t o

individual states, mapeympnbobgbygmsepmamndlilfaye ¢ ypeyi
mont hly data inddcaitduphymentsstoprograms ( more
year datda9e,bycsounmmyotdygayd di sbursement category, wl
Using provisiomwbliinc Ityh ea WHLIAl aalnlde revenue data fr
be esti mMPptpedpdidkhiedes details regarding the creat
Fi gUUdleotwse iemsat ed disbursements by maj oArs account
royalties representditshhet nlsasrdgaetsets saonudr cteh eo fR efcul nadnsa
estimated disbursements to these accounts fluctu
Di sbur s etmastnét sso troe fsl ect revenuds bfuircom meantss ¢ 0 arthc
Reclamation Fund also DPefbuecsementanuete PPbmhm befil
from rents paid on |l eandsAP D]l [faeamtsieeds oboyt hRIrM tihm na 1/

7 Not including disbursements to Native American tribes or accounts. This value is before sequestration ofymandato
spending, as sequestration amounts (which vary by year) are not attributable to a given commodity in the ONRR data.
All APD fees are included as disbursements. Disbursements to states are after deduction of the 2% administration fee;
Treasury values iigde the administrative fee.

8CRS calculations using disbursement data from ONRR, “Down
https://revenuedata.doi.galownloadsdisbursementby-month/ and CRS calculations of APD fees using BLM data.

81 For discussion of sequestration of mandatory spending, including mineral leasing revenGES &aport R45941,

The Annual Sequester of Miaiory Spending through FY2028 Charles S. Konigsberg

82| easable minerals and geothermal resource disbursements are required to be made before the end of the month
occurring 10 days after the revenues were received by the TresseB9 U.S.C. 8191(a).
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Figure 7.Estimated Disbursements of Oil and Natural Gas Revenues from Federal
Lands
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Source: CRS calculations using ONRR data, provisions from the MLA (30 U.S.C, 848 BLM data

Notes: The estimation applies the MLA to all revenues, as available data do not identify revenues from acquired
lands This methodology allocateall revenues from leases according to provisions in the Mie& the Appendix
for details Years are fiscal yeaBPIHs the Permit Processing Improvement Fund

Policy Topics and Legislative
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at iwoduvilidsnpa bty revenues tahbodghdmgeemeéntt he o1l
tur al (gabg tstebcatporerd e hbouse gas emissions that <co
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Royalties ¢ onssotuiotfuetdee rtahle gloavregnensste n bl 1 ect ed fr om
natural gaosnelgumesnctsl,y,antdhegudefmurtdcas tlartge sdi sbur
Royalty collections aver argeevde n8u7e¢% offr oono tlaela soeisl ocamnr
lands betweefflA0ObRenad 301fthaj or changes in the ¢
markets, changing the royaltythataemdaewndnhwed most ¢
coldd®am oil and natural gas leases. In the absen
changingy tthaet « owadltd also be the most direct mea
di sbursements.

Oil and ural gas market conddtowman)ketn affect

prices

nat
refulotweiony alit gkekesr pai d foducal fga maermk eqtu apart ii ct €
attain or a

re expected to attain certain levels,

83 CRS calculations using ONRR revenue dataBilobl data for APDfees.
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yments received during lease sales.

Expected changes to the leasing process and futnut
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would not have significant mnmopacfed@mabnlandsd. na
increase in the royalty rate canobperaetewad 4hadar
woulthabginally profitable under the current 71 oya
hi gher royal try druactee .t hTek Wmsuagsbebshledo f ncrease in t he

rate would be expected to result in greater coll
begins. In a similar manner, a riedarcd¢aoa timethe
number of new leases, with each lease paying a 1
Prior to changing the minimum roy@dngresadecoul dr
requpdastteudbi af ot m t he decision or orgoiveg sttiunki.e
Such studies could attempt to identify the under
into account changes in the oil and natural gas
Congrundetsestand bebtdhamgtehde oif mfhec tmdi nafmum royalty
outcome of the fueameawralgt proeckbkesctandn

S ome shbaivlel been i nt'r'Coodnugctehds i avhosuhlgde 14 6t hori ties r

royalties, including peédvandopsosdemdemsiadp gmagy al
loss¢seatOdd has the authority to suspend, waive,
onshore oil an‘domnat heachuwgopuatghbge agfreesat est ul ti mat e

o

whenever [the Secretary of the Interior jud:g

evel opment, or whenever in his judgment the 1ea
terms pr ov¥Tdheed etxhiesrteiimmg autolhordictay ema yf aled ngs shwle i
that risk the econSoommec bviilalbsi Iwiotuyl & fr etpheea lwetlhli s
Sonbeiswbuld require that all produced natural gas
ventad sptrionvgi si ononandlldleoeguhatural giatshoewt be vent
being asseWhellerobebtl gsrel atleids ttoopihe it o pdics oufs
sepamndafNetlwral .Gis Losses

84 Example bills includéd.R. 3225 H.R. 4364 H.R. 5435 andS. 3330

8541 Stat. 437.

86 The Government Accountability Office (GAO) published a report highlighting the findingstfvorstudiesthat

analyzedhe impacts of possible changes to oil and natural gas royalty rates BIAGas, and Coal Royalties

GAO-17-540, 2A.7). The report highlights many of the factors affecting the impacts of a change to the royalty rate,
including royalty rates assessed by states, oil and natural gas prices, and other market conditions. The report also notes
that the impacts are assumeateur over a 2fear period, as new leases can require nearly 10 years before reaching
production.

8730 U.S.C8209.

88 Example bills includéd.R. 6289 H.R. 6707 andS. 3488
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Revenue Allocation

The revenues from oil and natural gas adrases col
alloctahedTtofisde yal sptraotgsrsaantse dinsdbur sements are

administrative fee anCdonagrree sssu bcjoeucltd tcoh osoesgeu etsot raalt
allocation scheme to reflect different prioritie
S

ome examples of difberemerglhd ammindosdt mescah ¢ me s

T In 1 CbP@gress amended the allocation of funds
fundallocating an additiotnlbhel Re&c |5a%mattoi st at e s
fund by an®equal amount

f The PPIF was createdfund20g5fmomoténpiag all
fee was establishedAamdnamimcafed@5 %oof heh®®eE.
are to be returned to the BLM office that 1 e

T The Geothermal Steam Act of 1970, which c¢comp:
resourfeds raal 1l eanaddse, e ve ntulcso wthaw whi ch t he

resoulrocceatiesd and does not allknm#te any funds

The MLA pr ev seessne na dinhianti strative fee on disbursem

amenmeldt mp¥S8omé bills intTondgrcesds iwmoulhd elllibmi na't
administrative fee ass%¥Isms eadd dint idams bia s eeclmtemit & & tt ion
bills contain provisions grhaat ewro wrlgadlnggi ivomd Ihadamn da u t
natural gas ledwesobtnthederblllandesuld allow t he
Applications (APODWPefienddr alo Dandd,cdehvieenidineat i ng t h
collected by BLM wh(eanu tahno rAPzDe di ss tsautbensi twtoeudl d be a
equivalent. AbtoWwowgrsfeetgs to authorize drilling
time between APD submission and prodddticen, 71 esU
not €lead how an authorized state would conduct
ensuring adherence to applicable provisions of f
A recentlyhen@Grce¢aed Amov; i ¢dns Qut dxeamplActof amendi
allocatd®™Pmr osvdalsemns in thi sFYI2a0w 5a,1 1500c% toef, nfiosrc eFlYl
receipts from all energy devel opment revenues tc
Restoration Fuwmntd,, wpretad cal rthayxitthiem oA i¥Et. Friml 1 i o
reducing thmartravaguesn thet Gdaoes ahotFuamaldt et hosher
current allocation scheme.

89p L. 94377

0Pp.L. 10958

9Lp L. 113291 §3021(b).

9230 U.S.C. 881001 et seq.

BSee “AmendmEGHK., ” 30 U.

94 Examples of bills includél.R. 998 H.R. 4294 S. 218 andS. 2418
%Pp.L. 116152
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Thée&easing aPhrdo cFeasisr Mar ket Value

FLPMA requires that BLM obtain f ad rdinsaprokseitt ivoanl uce
its 1 eCoonugrrceesss has debated whether the- current 1
ompetrictsiuve )seceipt of fair market value for fed:¢

s utame ,MIoB\f Mn e e mp lay ycso mphhii ddpirmg ess to 1ssue 1 ea
ract oil and nafBLMcogmpstitomef bdddahgl pmodce:
inoerddd @ ¢f io@ n c vmhar Ageodimoahue good 1is a good
ame vabuentohel hubliwdars bmot thatEychknown t o
Il contained anc anvimelnusee gsoaolde, raesp rgeesoel notgsi ¢ v a
prevent the actual value of & hextoindctaamdl. ne
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med to represent thdofwvaeimmroartkefta iviaulrwee ,0 fi ntch ¢
ompr fedremas tyimone t r i c,anmdokaentac pwmwbead to outcomes
d not be equal to faomn Mmoarketi mvdhue goAdse p ovd
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giwhibeh adbawledd boenr eosbwsletrsveodf previous auctio
I1leescst itnhgan f aion |l mamlde IncaatAdrgaidv effhasl e as e s al e
ents the momentary intersectionl foft hseupplyy
afebdasetheedemand for leases, the price 1
or ove the requiredomichra muimf) otfi sd lesxdpmixdtgend t o b e
fewetdhfeuppf ylwakae mitthecede edoreasing demamrd ,{ drn ddaeals
woulda expmekedofibyrap to the point where they wo
profitably devel op talbeo vliee atshee;i rt heexyp ewat weldd vmd tu eb ioc

In FY2ZA®%18f new onshore owdr @anids snma-dotmpegugsh Yeamn ¢
of fers; fObor oFY2Q¢tBbétmaedougle mpen i t%¥9Uwe nogf fer s .
BLM dadcdampfeolre 8 s #esal es i nbrFeYa22kilmg (yehar rfecro rbdonus
only year of awd¢mnagpe obones )paidd®@Plirs acver avas abo
bonus 1is heavicltyo bsekre weeda sbey seakleel @dni nNee wit HMeetx ilceoa s ¢
average bonus Dpaecird awarse .a bOofu tt h$el 32 8 Il ease sales h
noteiree ammnydsd e cai weerlaogneu s e s o4 p ke s'®Tchtehan

hi gheoetbaogneus poer aarendi wasuel e tQfi §téh ed 830,e0 73 par
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9 Approximately 90% of oil and naturgas leases were issued by competitive bidding in FY2019 (BuMlic Land
Statistics 20192020, Tables-33 and 314, pp. 9199).

97 Economic efficiency and fair market value can be considered equivalent. One definition of fair market value, given
for coa 1 , thai asnoutit 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 to sell or lease to a knowledgeable
purchaser who desires bstriot obligated to buy or ledse ( 4 3 §3400B5).R .

98 BLM, Public Land Statistics 2012019, Tables 3-13 and 314, pp. 96104 andBLM, Public Land Statistics 2019
2020, Table 3-13 and 314, pp. 91-99.

®CRS calculations using data from BLM, “Table 15 Competiti:
https://www.blm.govyrogramsgnergyandminerds/oil-and-gasbil-and-gasstatistics

WA report by ActoringGd@erior officials most'competitive bids for oil and gas are higher than the

required minimum. For example, in fiscal year 2015, the average bonus bid per acre faxakdHeased (both

competitive and noncompetitive leases) was $139, and for fiscal year 2016, thgaver bonus bi d per acre wa
(GAO, Qil, Gas, and Coal Royaltie&AO-17-540, 2017, p. 5).
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=
,_.z»—o-,»—l(/;h"%(‘b"h"‘@"

T Rental HRaymemtssing, therremthy $htE0 per acre
five cyeualrds ,deter biddétos E€xomnbHelUdpangibdasef

before devekopSmght hbehhwowaor can be considere

specul aatsi oenx pected returns from the lease can

additionally such behavior can prevent ot he:

Reducing rental payments c¢oulsd fraecdiuncge f i nanc
t

1 t
high costs o develop a lease.

me bills int@ondarcesds iwmoulhd mnoddi fy aspects of t

ovisSi.ond®»3ll0nd increase the minimum bid to $10 p
r acre for the first five years and $5 per acrt
r lands 1incl udeéexpirne stahitoens aobftmiisi.i @3wd A d @ »n

duce the supply of parcels in a |1 ¢&lacsme,ssale by
dicated by a BLM assessmegas ode tdlcopmogmrctan s al n f
o203 d eliminateompetaoapgtiiven ltas im@gn 1l eases no
uld be reoffered competitively at a later ti me

ovaisni t wwo tblid Itse mpotl @ smmbd ye ss ufsopre nodH. Ra.n d5 4n3a5t ur al
uld suspendUSGS scomall ede suntt B d hei dogurbel einch oluasned s h a
s emtiarsgeettn si n the pndH. Roswogllaid s uspend 1l ease s
rilCOVIEHR® national e mdPrgevn ci.okhes owiodnd &t i onpl e me n t

101p | 100203 §5102(a).
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an additnetwe hdswrsien @ nt he peri od atmedf carne apdrdo d u cotniad n

ome we adwerspm@duction

Natural Gas Losses

Most oil gamd weadtlwr aln itnlcd uldn intge dveStl st eosn, feder al
some amount of mnatural gas. The production of na
environmental precaudfosmactsuumas]l rgdsacaes pose safe
envimdmrthe WHehzasreds .osses may contain pollutants, i
met hane (1.¢e., the principal component of natur e
forms of hazardous aTor apsoslilsutt ainnt sngahnpangbi nngg otthheesres .
production of natural gas requires specific safe
natural gas can pose s#®fety and environmental ha
Accor dtihbBagv itroonment al PPdét ecatiwmalAggas ye iiEs s i ons

occur through intentional venting and unintentional leaks. Venting can occur through

equipment design or operational practices, such as the continuous bleed of gas from

pneumatic devices (that control gas flows, levels, temperatures, and pressures in the

equiprent), or venting from well completions during production. In addition to vented

emissions, methane losses can occur from leaks (also referred to as fugitive emissions) in

all parts of the infrastructure, from connections between pipes and vessels, soaralve

equipment. Methane emissions can also occur from the oil industry as resuteafing

of associated gas from oil wells and storage tanks [and] produetiated equipmerif®
Natural gas production may 71 erseulleta siens mofmemat tawrya 1
flaring i1is one process that Fdar imgwocgmtvegds» me 71 i
and the pollutimecwmpar  hbmayepohldl athtgygipardbldygctarbort
di o xniidter,o g elne sosx evddalyaitriolcar bons®% and water vapor.
Current provisions and regulations allow some qu
consumed during production; r1o¥Rbtyad¢ i®ase mwhti cds
ar not as s e slsoesds eosn tphraotd uvacrtei odne e med acceptable o
on production | o0%Ary pueldotsostese gb e génfer gone 1 e Ve
the operadwaoae dnfdederal collections
Congress has debated changes to current authorit
e mi s sCioonngsr.e s s could direct BLM to change the acc
changes to operating costs and trloyy amlatyy aclollolwe cotiilc
operators to flare up to 10 million cubic feet c

102 For background and discussion of environmental impacts of natural gas emissi@RSsReport R42986,

Methane and Other Air Pollution Issues in NatuBds System$y Richard K. Lattanzio

WWEPA, “Primary Sources of hips:HwwewapagoBaturatgasstaspriogran’ avail abl e
primary-sour@smethaneemissions

104 3ohn L. SorrelsSection 3.8 VOC Destruction ControjsChapter 1 FlaresEPA, Air Pollution Control Cost

Manual, August 201%ttps://www.epa.goeconomieand-costanalysisair-pollution-regulationstostreportsand
guidanceair-pollution.

105 For authorzed venting and flaring for natural gas wells, see 43 C§8&179.1013179.104. For authorized venting

and flaring for oil wells, see 43 C.F.B3179201. For acceptable uses of natural gas for production activities, see 43

C.F.R. 83178.4.

10630 U.S.C 81756,
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assessing royal tt%Ceosn gorne stghuideopwnl ndtt oroen ¢ d gas . pr oduct i
losses, wihn cadre weomuheds r oyal Re dacl hgc promduction 1| os
typically represents upfr ofiGi weors ttsh o ohi ghe tirmiftiita
costs of devel opi ncghmoswedtihde s@n cop¢nsagt evemay f ad:
osstcouwl d ol ga eater revenue over time.

ome bills int@ondgircesds imoulhd rledpuire that some o
ented natural gdT'hbosulwd secshicedv ed ylnyl tmeass. uring t
atural gas vemsumgdor flaring, Andopesesterng I O
hoosing notnatogaalpwatyled saiscshe swi ¢ heoauadiywil 1 g t he

s socicavtethduR. woWHdtcourage capture and sale of nat
therwise be vented or flared by prohibiting ver
iolators.

< O™ OB < W O

10743 C.F.R. §3179.201.

EPA, “Recommended Technol ogi kttps/wwwv.efagaiateratgadetarpragram/e Emi s s i on
recommadedtechnologiegeducemethaneemissions

109 Examples of bills includél.R. 2711 H.R. 4364 andS. 2818
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r
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o5 X »n e o

d to create an estimated disbursements

Aut hor Information

Brandon S. Tracy
Analyst in Energy Policy

110 CRS calculations using ONRR data, BLM data, the MLA provision that the Reclamation Fund receives 40% of
bonuses, royalties, and other revenues, and the MLA provisions for Alaska.

11 These percentages sum to more than 100% due to rounding.
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