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Report by the Numbers

1st USEITI Report

In 2013,

Department of the Interior
(DOI) revenue for extraction
on federal lands

In 2013, in
corporate income tax receipts
from Mining and Petroleum and
Coal Products Manufacturing
industries

100%

‘\
69% l

a
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Company Participation, Reporting,

and Reconciliation Results

45 companies asked
to report

31 companies out of those
45 reported and reconciled
$8.5 billion in DOI revenue

12 out of a maximum of 41
applicable companies
reported $190 million in
corporate income taxes

100% of 17 material variances
have been explained

USEITI Unique Aspects

100% of DOI in-scope revenue
unilaterally disclosed by DOI in
online report

12 extractive industries local
community case studies

# Publicly available data from

18 states with significant
extractive industries

2 Multi-Stakeholder Group
members representing Indian
tribes and interests from civil
society and government

Over 70 cross-sector
collaboration meetings in 2015

*Sample-based calculation from US Internal Revenue Service Statistics of Income, “Tax Stats — Returns of Active Corporations — Table 1,” access the historical data
here: http://www.irs.gov/uac/SOIl-Tax-Stats-Returns-of-Active-Corporations-Table-1
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INTRODUCTION




INntroduction

ABOUT THE DATA IN THE 2015 USEITI REPORT:

For consistency with the EITI Standard and across datasets,
this report uses 2013 data whenever possible.

The reporting period in question for the 2015 USEITI
reconciliation was calendar year 2013 (CY 2013), from
January 1, 2013 through December 31, 2013.

Revenue data is often reported by fiscal year (FY). In the case
of the federal government, FY 2013 includes October 1,2012
through September 30, 2013. Unless otherwise noted, FY
2013 refers to the federal fiscal year.

Corporate income tax data is often reported by tax year. A
tax year is a period of time covered by a tax return, usually a
calendar year, but not necessarily.

Most other data sets use CY 2013, and unless otherwise
specified, 2013 refers to the calendar year.
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In 2011, the United States joined seven other countries in
launching the Open Government Partnership! (OGP),

a global platform of participating countries dedicated

to making governments more open, accountable, and
responsive to citizens. As part of the 2011 OGP National
Action Plan?, the United States sought to improve the
transparency of extractive industries for US citizens, as well
as manage public resources—specifically natural resources
on federal lands—more effectively by joining the Extractive
Industries Transparency Initiative (EITI). In 2013, the
United States restated this commitment in the second OGP
National Action Plan3,

The EITl is a global standard that promotes “open and
accountable management of natural resources.”* The EITI
International Board and implementing member countries
believe that a nation’s natural resource wealth belongs to its
citizens. Through increased transparency and accountability,
the EITI can increase public trust and dialogue, improve
governance, attract investment, and manage and enhance

1 OGP, http://www.opengovpartnership.org/

2 The White House, “The Open Government Partnership: National Action Plan for the
United States of America,” September 20, 2011, https://www.whitehouse.gov/sites/de-
fault/files/us_national_action_plan_final_2.pdf

3 The White House, “The Open Government Partnership: Second Open Government
National Action Plan for the United States of America,” December 5, 2013, https://www.
whitehouse.gov/sites/default/files/docs/us_national_action_plan_ép.pdf

4 EITI, https://eiti.org/eiti


http://www.opengovpartnership.org/
https://www.whitehouse.gov/sites/default/files/us_national_action_plan_final_2.pdf
https://www.whitehouse.gov/sites/default/files/us_national_action_plan_final_2.pdf
https://www.whitehouse.gov/sites/default/files/docs/us_national_action_plan_6p.pdf
https://www.whitehouse.gov/sites/default/files/docs/us_national_action_plan_6p.pdf
http://www.opengovpartnership.org/
https://www.whitehouse.gov/sites/default/files/us_national_action_plan_final_2.pdf
https://www.whitehouse.gov/sites/default/files/us_national_action_plan_final_2.pdf
https://www.whitehouse.gov/sites/default/files/docs/us_national_action_plan_6p.pdf
https://www.whitehouse.gov/sites/default/files/docs/us_national_action_plan_6p.pdf
https://eiti.org/eiti

SINCE 2003, INTERNATIONAL REPRESENTATIVES FROM GOVERNMENT, INDUSTRY, AND CIVIL SOCIETY HAVE
DEVELOPED AND ADAPTED THE EITI PRINCIPLES. THESE PRINCIPLES ARE THE CORNERSTONE OF THE INITIATIVE
AND ENDORSED BY ALL EITI STAKEHOLDERS:

We share a belief that the prudent use of natural resource
wealth should be an important engine for sustainable economic
growth that contributes to sustainable development and poverty
reduction, but if not managed properly, can create negative
economic and social impacts.

We affirm that management of natural resources wealth
for the benefit of a country’s citizens is in the domain of
sovereign governments to be exercised in the interests of
their national development.

We recognize that the benefits of resource extraction
occur as revenue streams over many years and can be highly
price dependent.

We recognize that a public understanding of government
revenues and expenditure over time could help public debate
and inform choice of appropriate and realistic options for
sustainable development.

We underline the importance of transparency by governments
and companies in the extractive industries and the need to
enhance public financial management

and accountability.

We recognize that achievement of greater transparency must be
set in the context of respect for contracts and laws.

We recognize the enhanced environment for domestic
and foreign direct investment that financial transparency
may bring.

We believe in the principle and practice of accountability by
government to all citizens for the stewardship of revenue
streams and public expenditure.

We are committed to encouraging high standards of
transparency and accountability in public life, government
operations, and in business.

We believe that a broadly consistent and workable approach to
the disclosure of payments and revenues is required, which is
simple to undertake and to use.

We believe that payments’ disclosure in a given country
should involve all extractive industry companies operating in
that country.

In seeking solutions, we believe that all stakeholders

have important and relevant contributions to make—including
governments and their agencies, extractive

industry companies, service companies, multilateral
organizations, financial organizations, investors, and
nongovernmental organizations.
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This Executive Summary is just a fraction of the 2015 USEITI Report. The

United States has developed a more extensive online report to improve public
engagement and access. Visit the interactive online report at https://useiti.doi.gov/.
There, you can:

1. Explore maps and charts of extractive industries, as well as their economic

and revenue data

. Read 12 county case studies on the history, geology, production, employment,

revenue, and fiscal costs of specific industries

. Download relevant data sets

. Conduct a curated search for additional data and information

. Discuss and participate in USEITI

How do natural resources result
in federal revenues?

The federal government issues
leases granting rights to explore for
natural resources which may exist on
federal lands. In return, part of the
sales value for many of these com-
modities is paid back to the govern-
ment as “royalties” (along with other
types of revenues), for the benefit of
the American people.

See how it works >

How do extractive industries
impact communities like mine?

In some communities extractive
industries play a much larger role
than in others. Read here about
twelve communities that, over the
last decade, have led U.S. counties in
production of one of the following
resources: iron; copper; gold; coal;
oil; and natural gas.

View the case studies >
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growth so that citizens receive financial and societal
benefits from a country’s natural resources.

To increase transparency and accountability, the
EITI relies on a cross-sector partnership between
government (agencies that oversee extraction in the
United States), industry (companies operating in the
extractive industries), and civil society (individuals
and organizations that represent community and
citizen interests). Together, all three sectors make up
the Multi-Stakeholder Group (MSG) responsible for
overseeing the EITI. An Independent Administrator
(IA) also assists in implementing the EITI Standard.
Later, a Validator commissioned by the EITI
International Secretariat assesses whether or not the
country successfully implemented the EITI Standard.

To implement the EITI Standard, all three sectors in
a participating country collaborate in a disclosure
process regarding natural resource revenue, called
reconciliation. Government, industry, and civil
society develop a framework for the reconciliation.
Government and industry share with the IA the

total amount of revenue the government received
and industry paid in the year under review. The 1A
reconciles the reported revenue and investigates any
discrepancies. The public can see the results for their
respective country in an annual EITI report, which
includes a contextual narrative of the country’s legal
and fiscal regime. At the time of this report, there are


https://useiti.doi.gov/
https://useiti.doi.gov/how-it-works/
https://useiti.doi.gov/case-studies/

48 EITI-implementing countries, 31 of which are compliant
with the EITI Standard.

In the United States, the Secretary of the US Department

of the Interior (DOI) leads the US Extractive Industries
Transparency Initiative (USEITI). In December 2012, the
Secretary of the Interior formed the MSG with 22 members
and 21 alternates from government, industry, and civil
society organizations to guide and oversee the USEITL

On December 19, 2013, the United States submitted an
application to participate to the EITI International Board. The
MSG developed this application after engaging stakeholders

around the country and virtually through webinars and a two-

month public comment period in the fall of 2013. On March
19, 2014, the EITI International Board accepted the United
States as a candidate EITI country. In the summer of 2014,
DOI also selected an 1A for the USEITI, Deloitte & Touche LLP.

Extractive Industries and the EITI
in the United States

The United States is a world leader in producing natural
resources, including oil, gas, coal, renewable energy, and
nonenergy minerals.
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READ PUBLIC COMMENTS SUBMITTED
DURING THE USEITI PROCESS:

Public comments from the USEITI application
development process (https://www.doi.gov/eiti/
FACA/outreach)

Public comments from minute notes of MSG
meetings (https://www.doi.gov/eiti/FACA/msg-
meeting-minutes)

To see the USEITI 2015 Workplan, please visit
here (https://www.doi.gov/sites/doi.gov/files/
migrated/eiti/FACA/upload/2015-WORKPLAN-
NARRATIVE-11_25_14-final.pdf)



http://www.doi.gov/eiti/faca/index.cfm
http://www.doi.gov/eiti/upload/USEITI-Candidacy-Application-MSG-Approved-2.pdf
http://www.doi.gov/eiti/FACA/outreach.cfm
https://www.doi.gov/eiti/FACA/outreach
https://www.doi.gov/eiti/FACA/outreach
http://www.doi.gov/eiti/FACA/msg-meeting-minutes.cfm
https://www.doi.gov/eiti/FACA/msg-meeting-minutes
https://www.doi.gov/eiti/FACA/msg-meeting-minutes
https://www.doi.gov/sites/doi.gov/files/migrated/eiti/FACA/upload/2015-WORKPLAN-NARRATIVE-11_25_14-final.pdf
https://www.doi.gov/sites/doi.gov/files/migrated/eiti/FACA/upload/2015-WORKPLAN-NARRATIVE-11_25_14-final.pdf
https://www.doi.gov/sites/doi.gov/files/migrated/eiti/FACA/upload/2015-WORKPLAN-NARRATIVE-11_25_14-final.pdf
https://www.doi.gov/sites/doi.gov/files/migrated/eiti/FACA/upload/2015-WORKPLAN-NARRATIVE-11_25_14-final.pdf

2013 US Global Rank and Production Totals for Select Natural In the United States, federal, state, and local governments

Resources Compared to Other Countries® . .
pass laws and write rules and regulations to govern natural

resource management and extraction. The public has

opportunities to participate by commenting during the

1 Gas: 30,005,254 million cubic feet .

1 Oil: 2,720,782 thousand barrels . rule-making process, during which the executive branch
develops regulations to implement laws passed by the
2 Coal: Nearly 1 billion short tons l legislative branch. The public has additional opportunities
to influence natural resource extraction in the United
2 Renewable energy: States by commenting on environmental analyses, planning
9.33 quadrillion Btu l documents, and other actions; participating in task forces;
and attending community meetings.

There are notable differences between the United
States and other EITI countries. Whereas in many
countries natural resources belong chiefly to the national

4 Copper:

1,250 thousand metric tons government, in the United States, individuals and

l corporations—in addition to federal, state, local, and

l tribal governments—own substantial natural resource
wealth. The United States has 50 states, more than
3,000 counties, and more than 560 tribes. All of these

Wtotalsareforall lands in the US, not just lands owned by the federal govern- different jurisdictions have their own governments that
ment. Gas production total from US Energy Information Administration (EIA), http:// . .
www.eia.gov/dnav/ng/ng_prod_sum_dcu_NUS_a.htm; Oil production total from EIA, dEV910p their own legal and fiscal frameworks to govern

http://www.eia.gov/dnav/pet/pet_crd_crpdn_adc_mbbl_a.htm; Information regarding

global ranks for oil and gas production in 2013 and other years from EIA, http://www.eia.
gov/todayinenergy/detail.cfm?id=20692; Coal production total from EIA, http://www.eia.
gov/coal/production/quarterly/pdf/t1p01p Lpdf; While the EIA has yet to publish global Given that many different entities own and govern natural

coal production data for 2013, the US ranked second after China in 2012 according to . . . .o
this source. Other sources, such as the World Coal Association, state that this ranking resources mn the UnltEd States and that 1t WOUld be dlfﬁcult

extractive industries.

remained unchange'd in 2013, http://www.worldcoal.org/resour.ces/coal—statistics/; to compel jurisdictions to participate, the MSG focused
Renewable production total from EIA, Table 10.1, http://www.eia.gov/totalenergy/data/ . . .
monthly/index.cfm#summary; Information about US renewable energy production the 2015 USEITI Report on extractive lndustrles revenue
capacity globally from Renewable Energy Policy Network for the 21st Century, “Renew- . . ..

ables 2014 Global Status Report,” Figure 4, p. 26, http://www.ren21.net/Portals/O/docu- Stemmlng from productlon on federal lands. This is a small
ments/Resources/GSR/2.014/GSR2014ffuII%20report7|ovx'/%20res.pdf; Gold.productlon pI'OpOI'tiOl’l Of extractive industries’ activity in the United
total from the US Geological Survey (USGS), p. 67, http://minerals.usgs.gov/minerals/ .
pubs/commodity/gold/mcs-2015-gold.pdf; Copper production total from USGS, p. 49, States. In FY 2013, 40.3% of coal, 231% of crude oil and

http://minerals.usgs.gov/minerals/pubs/commodity/copper/mcs-2015-coppe.pdf; Iron
production total from USGS, p. 85, http://minerals.usgs.gov/minerals/pubs/commodity/
iron_ore/mcs-2015-feore.pdf

lease condensate, 15.9% of natural gas, and 11.7% of natural
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http://www.eia.gov/dnav/ng/ng_prod_sum_dcu_NUS_a.htm
http://www.eia.gov/dnav/ng/ng_prod_sum_dcu_NUS_a.htm
http://www.eia.gov/dnav/pet/pet_crd_crpdn_adc_mbbl_a.htm
http://www.eia.gov/todayinenergy/detail.cfm?id=20692
http://www.eia.gov/todayinenergy/detail.cfm?id=20692
http://www.eia.gov/coal/production/quarterly/pdf/t1p01p1.pdf
http://www.eia.gov/coal/production/quarterly/pdf/t1p01p1.pdf
http://www.worldcoal.org/resources/coal-statistics/
http://www.eia.gov/totalenergy/data/monthly/index.cfm#summary
http://www.eia.gov/totalenergy/data/monthly/index.cfm#summary
http://www.ren21.net/Portals/0/documents/Resources/GSR/2014/GSR2014_full report_low res.pdf
http://www.ren21.net/Portals/0/documents/Resources/GSR/2014/GSR2014_full report_low res.pdf
http://minerals.usgs.gov/minerals/pubs/commodity/gold/mcs-2015-gold.pdf
http://minerals.usgs.gov/minerals/pubs/commodity/gold/mcs-2015-gold.pdf
http://minerals.usgs.gov/minerals/pubs/commodity/copper/mcs-2015-coppe.pdf
http://minerals.usgs.gov/minerals/pubs/commodity/iron_ore/mcs-2015-feore.pdf
http://minerals.usgs.gov/minerals/pubs/commodity/iron_ore/mcs-2015-feore.pdf

gas liquids extraction in the United States took place on
federal lands.®

FY 2013 Percent of Production Occurring on Federal
Versus Non-Federal Lands for Select Natural Resources in

the United States?
Coal
Crude Oil and
Lease Condensate
Natural
Resources
Natural Gas

Natural Gas Liquids

0 20 40 60 80 100
Percent Production
. Production from lands not owned by the federal government

. Production from federal lands

tUS Energy Information Administration, “Sales of Fossil Fuels Produced from Federal and Indian Lands,
FY 2003 through FY 2014, Table 1, July 2015, http://www.eia.gov/analysis/requests/federallands/pdf/eia-fed-
erallandsales.pdf

These natural resources located on federal lands—though
a fraction of the total natural resources in the United
States—belong to all US citizens. This makes accountable
governance and transparent revenue management of these
natural resources important issues for the public.

The United States sought and obtained adapted
implementation of requirement 4.2 (d) for subnational

¢ US Energy Information Administration, “Sales of Fossil Fuels Produced from Federal and
Indian Lands, FY 2003 through FY 2014, Table 1, July 2015, http://www.eia.gov/analysis/
requests/federallands/pdf/eia-federallandsales.pdf

LEASE CONDENSATE

revenue payments from the

EITI International Board.”® ISLIGHTLIQUID

While this year’s online report HYDROCARBONS

includes links to publicly RECOVERED FROM OIL
available information about AND NATURAL GAS WELLS

state revenue collection for
extractive industries, nextyear
the MSG will continue to encourage more states and tribes
todirectly participate in the USEITI through a three-tiered
opt-in process’: (1) establishinga USEITI government point
of contact, (2) nominatinga member of the government to
the USEITIMSG, and (3) helping to integrate legally available
datainto the contextual narrative. Currently, government
representatives from the states of Californiaand Wyoming,
aswellmembers from the Shoshone and Arapaho tribes,
serve onthe MSG. The MSG has also addressed subnational
accountability and transparency in this year’s report by
developing 12 county case studies'®thatdepict the impact
of specific extractive industries on local communities’
economies and local governments’ coffers.

DURING PRODUCTION.

7 EITI Standard requirement 4.2d states that “It is required that the multi-stakeholder
group establish whether direct payments, within the scope of the agreed benefit streams,
from companies to sub-national government entities are material. Where material, the
multi-stakeholder group is required to ensure that company payments to sub-national
government entities and the receipt of these payments are disclosed and reconciled in
the EITI Report,” EITI Standard, p. 29, https://eiti.org/document/standard

Under Phase | of USEITI's implementation of requirement 4.2d, publicly available infor-
mation about state extractive industries revenue collection will be included in the 2015
USEITI Report. Many states already provide extensive information about their extractive
industries revenue via state websites and other reporting. However, this information
was previously dispersed among a large number of state-specific websites and other
information repositories. It has been, therefore, difficult for the public to access and
compare data for multiple states. This data is collected and included in a more accessible
manner in the 2015 USEITI online report. https://useiti.doi.gov/how-it-works/state-le-
gal-fiscal-info/

®

? USEITI Update to the International Secretariat: Subnational Payments,” n.d., https:/
www.doi.gov/sites/doi.gov/files/migrated/eiti/FACA/upload/USEITI-Subnation
al-Opt-In-Position-Piece-5-6-15-cleandrft.pdf

10 https://useiti.doi.gov/case-studies/
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2015 USEITI Reporting
and Reconciliation

Through a unilateral disclosure!?, DOI published online

Reporting

Forty-five companies were asked to report. Thirty-one
out of the 45 reported DOI revenue. Twelve out of a
maximum of 41 applicable companies reported federal
corporate income taxes.

all in-scope revenue from extraction on federal lands by
revenue stream and company for CY 2013. DOI reported a
total of $12.64 billion in revenue, disclosing to the public
100% of in-scope DOI revenue from extraction on federal
lands during CY 2013. In addition to DOI’s unilateral
disclosure, the MSG asked companies to report to the 1A that
same nontax information,
revenue payments to

2013 DOI Revenue Reporting 2013 Federal Corporate Income Taxes Reporting
DOI, as well as federal

corporate income tax
payments to or refunds

Total Universe Total Universe

from the Internal of companies Thousands of companies
Revenue Service (IRS). large and small large and small
unilaterally $11.8 billion* in corporate

disclosed by DOI

In-scope Reporting

tax receipts

In-scope Reporting

companies

invited to report in-scope revenue
reported by DOI

:‘ 41 applicable companies maximum

Company Participation

Company Participation
companies reported

Represents of in-scope DOI revenue
reported by DOI

Represents of DOl revenue
unilaterally disclosed by DOI

® 12 companies reported
‘ net $190 million
*2013 IRS Statistics of Income, from

\‘. Petroleum and Coal Products Manufacturing
and Mining industries

1 https://useiti.doi.gov/explore/federal-revenue-by-company/
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Reconciliation

Forty-five companies were asked to reconcile DOI revenue.
Thirty one out of the 45 reconciled DOI revenue.

2013 DOI Revenue Reconciliation

Total Universe

Thousands of companies
large and small
$12.64 billion unilaterally

disclosed by DOI
; In-scope Reconciliation \
@ 45 companies invited ~ $10.44billion @
toreconcile IN-SCope revenue

reported by DOI

\ Company Participation
® 31 companies reconciled $8.5 billion

Represents 81% of in-scope DOl revenue .
N reported by DOI 2

Represents 67% of DOl revenue
. unilaterally disclosed by DOI .~

The MSG applauds the five companies that additionally
allowed for corporate income tax reconciliation: BP
America, Cimarex Energy Co., Could Peak Energy Resources,
LLC, Shell E&P Company, and W&T Offshore, Inc.

Reconciliation Results

After the IA compared and reconciled all included
government revenue streams with company payments,
17 material variances remained, all of which were
explained through the reconciliation process, leaving zero
unexplained variances.

The MSG defined the parameters for reporting and

reconciliation in the following manner:

Companies, Government Agencies, and Revenue Streams
Included in the 2015 Reconciliation

Companies

Forty-four!
companies
that each
paid at least
$50 million
inrevenue
toDOIlinCY
2013

Government

Agencies, Bureaus,
and Offices

DOl’s Office of
Natural Resources
Revenue (ONRR)

Revenue Streams

Bonuses

Rents

Royalties

Other Revenue

Offshore Inspection Fees

Civil Penalties

DOI’s Bureau of Land
Management (BLM)

Bonus and First Year
Rentals

Permit Fees

Renewable Energy
Collections

DOI’s Office of
Surface Mining
Reclamation and
Enforcement
(OSMRE)

Abandoned Mine Lands
(AML) Fees, including
Audits and Late Charges

Civil Penalties, including
Late Charges

Internal Revenue
Service (IRS)

Federal Corporate
Income Taxes

While only 44 companies met the materiality threshold, due to a calculation error, 45 compa-

nies were invited to participate in the reconciliation.
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| A R@CO mmen d atl ONS The MSG is committed to continuously improving USEITI

implementation in subsequent years to provide US citizens
an d N eXt S te pS with greater transparency and accountability regarding

With the 2015 USEITI Report, the MSG has laid a foundation natural resource management and revenue.
for EITI implementation to build on in subsequent years.

The 1A made recommendations to the MSG for future

improvements. The complete list of recommendations is

available starting on page 100 of this report. At a high level,

the recommendations include:

e Revisiting what companies, commodities, and
revenue to include to more thoroughly establish the
comprehensiveness of the reconciliation

e Increasing company outreach to encourage and
improve participation

¢ Proposing cost-effective reconciliation approaches to
the EITI International Secretariat

¢ Enhancing the online report and developing
additional state and local contextual information to
drive public engagement

e Discussing and acting upon steps to increase
participation in reporting and reconciliation

10 2015 USEITI Executive Summary — Introduction
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Natural Resources in
the United States

Which natural resources are
extracted in the United States?
Where is extraction and
exploration taking place?

The United States is home to many different natural
resources, including fossil fuel, renewable energy, and
nonenergy mineral resources. Since the nineteenth century,
natural resource extraction has been a major industry in the
United States, with fluctuations throughout time.

This 2015 USEITI Report focuses on the following natural
resources that the MSG prioritized: energy resources,
including both fossil fuels (i.e., oil, gas, and coal) and

The US Energy Information Administration’s (EIA) US Energy
Mapping System helps to visualize the US supply of many of the

natural energy resources discussed below. (http://www.eia.gov/
state/maps.cfm?v=Fossil%20Fuel%20Resources)

12

renewable energy sources (i.e., geothermal, solar, and
wind), as well as nonenergy mineral resources (i.e., gold,

2015 USEITI Executive Summary — Natural Resources in the United States

copper, and iron). Future reports may include other
resources, such as forests.

Fossil Fuels

Fossil fuels are the main source of electricity in the United
States, as well as the primary fuel for powering motor
vehicles and heating homes. Fossil fuel resources comprised
approximately 82% of total US energy consumption in 2013
(nuclear energy comprised 8%, and renewable energy
10%)."* Besides creating energy, these natural resources
are also used to make many products. For example,
manufacturers use oil to make asphalt and coal to make
steel. There are three main fossil fuels: oil, gas, and coal.
Through natural processes over hundreds of millions of
years, plant and animal matter becomes energy resources
in the form of fossil fuels. While they are abundant, they are
not renewable.

OIL forms in underground reservoirs on land and under the
ocean. Crude oil occurs naturally, while petroleum products
(e.g. jet fuel, diesel fuel, and heating oil) come from refining

12E|A, “Monthly Energy Review,” Tables 1.3 and 10.1, May 2014, http://www.eia.gov/
totalenergy/data/monthly/archive/00351405.pdf
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and otherwise processing crude oil and other liquids.
Petroleum is a broad term that can mean both crude oil
and petroleum products. In 2013, five states—Texas, North
Dakota, California, Alaska, and Oklahoma—and federal
submerged lands in the Gulf of Mexico supplied more than
80% of the crude oil produced in the United States."?

GAS, also called natural gas, forms underground on land
and offshore in beds under the ocean. There are two types
of natural gas: “dry” and “wet.” Dry natural gas is mostly
methane. Wet natural gas contains a small amount of
methane, as well as other liquid hydrocarbons—such as
ethane, propane, and butane—and nonhydrocarbon gases.
Wet natural gas is the source of natural gas liquids. Once
wet natural gas is extracted from the ground, natural gas
liquids are separated from the gas stream close to the well
or at a gas processing plant. This leaves both dry gas and
natural gas liquids such as ethane, propane, and butane.
The United States produces more gas than any other
country in the world. In 2013, five states produced 67%
of the total dry natural gas in the United States: Texas,
Pennsylvania, Louisiana, Wyoming, and Oklahoma.™*

In conventional extraction, companies extract oil and gas
by drilling a vertical well. At first, oil and gas rise to the
surface of the well fueled by underground pressure. Once

B EIA, “Five states and the Gulf of Mexico produce more than 80% of US crude oil,” March
31,2014, http://www.eia.gov/todayinenergy/detail.cfm?id=15631

14 EIA, “Natural Gas Gross Withdrawals and Production,” n.d., http://www.eia.gov/dnav/ng/
ng_prod_sum_a_epg0_vgm_mmcf_a.htm

NATURAL RESOURCE SPOTLIGHT: HELIUM

Helium is a nonrenewable resource that is typically extracted from
natural gas deposits. Helium has a variety of uses in the scientific, medical,
technological, and defense industries.

After World War |, the federal government created the Federal Helium
Program to ensure a dependable helium supply for defense-related
purposes, and it remained the sole domestic producer of helium for
decades. In 1960, the federal government began offering incentives for
private companies to separate helium from natural gas and sell it back
to the government for research and stockpiling purposes. When private
demand outstripped public need, the helium industry was privatized in
1996, and BLM was charged with selling stockpiled helium to private
refiners. BLM is committed to ensuring a smooth transition to private
helium production as federal reserves are drawn down.

the pressure gives out, operators can inject gases or water
from the initial drilling back into the formation to increase
pressure and push additional resources to the surface, or
install pumps to help provide artificial lift for oil production.
Finally, operators can inject steam, gases, or other chemicals
into the formation to change the oil’s composition so that it
can more easily rise through the well.

Extraction methods for oil and gas changed significantly
starting in the early 2000s, with the new applications of
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horizontal drilling and hydraulic fracturing, commonly
known as “fracking.” Horizontal drilling creates lateral wells
for oil and gas to flow through. Hydraulic fracturing pumps
water, sand, and chemicals into the earth to fracture the
shale rock so that natural gas and oil can flow through the
cracks into the well and then to the surface. These methods
made extracting oil and gas trapped in almost impermeable
shale rock formations deep below the surface of the earth
profitable for extractive industries.

Additional information about shale gas can be found in the
US Department of Energy’s 2009 report, “Modern Shale
Gas Development in the United States: A Primer” (http://

energy.gov/sites/prod/files/2013/03/f0/ShaleGasPrimer_
Online_4-2009.pdf)

In the past decade, these changing extraction methods
and rising natural gas prices have made shale oil and
gas increasingly attractive to extractive industries. Major
oil and gas shale rock formations in the United States
include the Permian, Haynesville, and Eagle Ford Regions
mostly in Texas; the Marcellus Region in West Virginia,
Pennsylvania, and New York; the Niobrara Region in
Wyoming and Colorado; and the Bakken Region in North
Dakota and Montana.

14 2015 USEITI Executive Summary — Natural Resources in the United States

In addition to these shale formations, the Green River

Formation, which is located at the intersection of

Colorado, Utah, and Wyoming, .-
is estimated to hold 1.44 APLAY IS AGROUP OF OIL

trillion barrels of 0il.' In AND GAS FIELDS IN THE SAME

shale gas, the Marcellus Play REGION FORMED BY THE SAME

(spanning nine states from  GEQLOGICAL PROCESSES.
New York to Tennessee) is the

largest shale gas play, accounting for 75% of natural gas
production growth.’ To see where oil and gas resources

exist currently, as well as where exploration is taking

place, visit the following:

¢ A map of different types of oil and gas plays in the
United States here®

e A map of current and prospective shale plays in the
United States here!®

¢ A map of undiscovered, technically recoverable gas
resources here'

e A database of offshore exploration and development
plans here?

15 US Geological Survey, “Assessment of In-Place Oil Shale Resources of the Green River
Formation, Greater Green River Basin in Wyoming, Colorado, and Utah,” June 2011,
http://pubs.usgs.gov/fs/2011/3063/pdf/FS11-3063.pdf

16EIA, “Outlook for US Shale Oil and Gas,” p. 2, Adam Sieminski, January 4, 2014, http:/
www.eia.gov/pressroom/presentations/sieminski_01042014.pdf

17US Geological Survey, Energy Resource Program, n.d., http:/energy.usgs.gov/OilGas/
AssessmentsData/NationalOilGasAssessment.aspx#.Vb1ZePIVikr

18 EIA, “Lower 48 state shale plays,” April 13,2015, http://www.eia.gov/oil_gas/rpd/
shale_gas.pdf

12 US Geological Survey, “Total Mean Undiscovered Gas Resources,” March 2013, http://
certmapper.cr.usgs.gov/data/noga00/natl/graphic/2013/total_mean_gas_2013.pdf

20 Bureau of Ocean Energy Management, “Exploration and Development Plans Online
Query,” n.d., http://www.data.boem.gov/homepg/data_center/plans/plans/master.asp
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COAL formsinthe groundin coal seams or beds. Miners extract
coal through surface and subsurface mining. In surface mining,
the coalis close to the surface. Miners remove the “overburden,”
orthesoiland rock covering the coal, before miningit. In
subsurface mining, the coalis farther downin the earth.
Through passages thatgo into the earth, minersremove the coal
fromunderground “rooms” orlong coal seams.?! In 2013, the
United States was the world’s second largest coal producer after
China.Inthe United States, coal is concentrated in three regions:
the Appalachian Region, the Interior Region, and the Western
Region. Inrecentyears, the Western Region—most of whichis
the Powder River Basin— produced more than half of US coal.?2

To see a map of the Appalachian, Interior, and
Western coal regions, visit here (http://www.eia.gov/
Energyexplained/index.cfm?page=coal_where)

Proved coal reserves estimate the quantity of coal that can
be mined from existing reserves at active mines. From 2012
to 2013, proved coal reserves in the United States increased
by 5.8%.%

Maps and information about where the United States gets
its coal can be found here.?* Information about coal reserves
and a map of their locations can be found here.?

21 Office of Energy and Economic Development, Bureau of Indian Affairs, “Coal Mining
Technologies,” n.d., http://teeic.indianaffairs.gov/er/coal/restech/tech/index.htm

22E|A, “Coal Explained: Where Our Coal Comes From,” n.d., http://www.eia.gov/Energyex-
plained/index.cfm?page=coal_where

2 EIA, “Table 14. Recoverable Coal Reserves and Average Recovery Percentage at Produc-
ing Mines by State, 2013 and 2012, n.d., http://www.eia.gov/coal/annual/pdf/table14.pdf

24EIA, “Coal Explained: Where Our Coal Comes From,” n.d., http://www.eia.gov/energyex-
plained/index.cfm?page=coal_where

2 EIA, “US Coal Reserves,” n.d., http://www.eia.gov/coal/reserves/

WHAT ARE RESERVES?

There are three common types of reserves, or the amount of a
particular natural resource available for extraction:

o Proved reserves are the estimated volumes of a natural
resource that geological and engineering data demonstrate
with reasonable certainty to be recoverable in future
years from known reservoirs under existing economic and

operating conditions

Technically recoverable resources include all of the
natural resources that can be produced based on current
technology, industry practices, and geological knowledge

Economically recoverable resources are the portion of
technically recoverable natural resources that can be
profitably produced

Renewable Energy Resources

Renewable energy resources include geothermal, solar,
wind, biomass, and hydrokinetic energy, all of which
constitute growing sources of environmentally sustainable
energy to meet the country’s electricity needs. Renewable
energy sources comprised approximately 10% of total US
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energy consumption in 2013.%¢ This year’s report features
geothermal, solar, and wind.

GEOTHERMAL energy comes from the earth’s heat, which
is captured as steam or hot water and converted into energy.
Most geothermal resources are found along the boundaries
of tectonic plates and manifest themselves as volcanoes, hot
springs, or geysers. California produces more geothermal
energy than any other state, accounting for more than 75%
of the country’s total geothermal output in 2013.%’

Many sites for potential geothermal development are on
federal land; currently, about 40% of all US geothermal
energy capacity is on leased federal lands.”® In addition
to these known sources, advances in extraction
methods and technology could result in new sources of
geothermal energy.

A map focused on the production of geothermal energy can
be seen here.?

SOLAR energy can be generated in two ways: either by
converting solar radiation into heat and electricity via
photovoltaic panels or by using the sun’s radiation to
heat a fluid and produce steam for a power generator.

2 EIA, “Monthly Energy Review,” Table 1.3 and 10.1, May 2014, http://www.eia.gov/
totalenergy/data/monthly/archive/00351405.pdf

27EIA, “Today in Energy: Geothermal resources used to produce renewable electricity
in western states,” September 8, 2014, http://www.eia.gov/todayinenergy/detail.
cfm?id=17871

2 Bureau of Land Management, “Geothermal Energy,” n.d., http://www.blm.gov/wo/st/en/
prog/energy/geothermal.html

2? National Renewable Energy Laboratory, “Geothermal Resources of the United States,”
Billy J. Roberts, October 13,2009, http://www.nrel.gov/gis/images/geothermal_re-
source2009-final.jpg

California leads the country in producing solar energy,
followed by New Jersey.*® As of 2014, California is the first
state to receive 5% or more of its electricity from solar
energy sources.*!

The solar industry has experienced rapid growth in the past
decade due to government programs such as tax credits
and state renewable portfolio standards,* increased public
awareness of its environmental benefits, and decreasing
technology costs. Manufacturing costs for solar panels have
decreased by 80%,* and private industry has created better
batteries to store solar energy. In the southwestern United
States, solar radiation levels are some of the best in the
world for solar energy production. Currently, there are 70
pending applications to develop solar energy projects on
federal lands.>*

A map illustrating areas of the United States with solar
energy potential can be seen here.®

WIND power takes advantage of daily wind cycles to rotate
wind turbines, which can be clustered together on wind

%0 Bureau of Labor Statistics, “Careers in Solar Power,” James Hamilton, n.d., http://www.
bls.gov/green/solar_power/

SLEIA, “Today in Energy: California first state to generate more than 5% of electricity
from utility-scale solar,” March 24, 2015, http://www.eia.gov/todayinenergy/detail.
cfm?id=20492

32EIA, “Annual Energy Outlook 2015: With Projections to 2040,” p. ES-7, April 2015,
http://www.eia.gov/forecasts/aeo/pdf/0383(2015).pdf

33 CNBC, “Like shale oil, solar power is shaking up global energy,” April 26,2015, http://
www.cnbc.com/id/102621070

3 BLM, “Solar Energy,” September 25, 2015, http://www.blm.gov/wo/st/en/prog/energy/
solar_energy.html

35 US Department of Energy, “Solar Energy Potential,” n.d., http:/energy.gov/maps/so-
lar-energy-potential
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farms.In 2013, wind power accounted for more than 4% of
total US energy production, with more than 61 gigawatts
(GW)installed across 39 states.* Texas (12.3 GW), California
(5.8 GW),and Iowa (5.2 GW) are the leading producers.?’

No offshore wind projectsin the United States have been
completed to date. The National Renewable Energy
Laboratory*®estimatedin 2012 thatthere is enough wind
energy potential offshore to generate four times the electricity
held by the US power grid.*® While wind speeds off the Atlantic
Coastandinthe Gulf of Mexico are lower than in the Pacific, the
presence of shallower waters in the Atlantic makes developing
wind projects there more affordable in the short term.* To
date, the Bureau of Ocean Energy Management (BOEM) has
issued nine commercial wind energy leases on the Atlantic
Outer Continental Shelf, including those offshore of Delaware,
Maryland, Massachusetts, Rhode Island, and Virginia.** BOEM
expectstoholdlease sales forareas offshore of NewJersey and
North Carolinain the near future and is consideringa number
of other commercial wind energy planning areas.**

36 US Department of Energy, “Wind Vision: A New Era for Wind Power in the United
States,” p. 2, March 2015, http://www.energy.gov/sites/prod/files/wind_vision_highlights.
pdf

7 1bid.
3% National Renewable Energy Laboratory, n.d., http://www.nrel.gov/

3 BOEM, “Offshore Wind Energy,” n.d., http://www.boem.gov/renewable-energy-program/
renewable-energy-guide/offshore-wind-energy.aspx; and National Renewable Energy
Laboratories, “US Renewable Energy Technical Potentials: A GIS-Based Analysis,” Antho-
ny Lopez, Billy Roberts, Donna Heimiller, Nate Blair, and Gian Porro, July 2012, http://
www.nrel.gov/docs/fy120sti/51946.pdf

4 BOEM, “Offshore Wind Energy,” n.d., http://www.boem.gov/renewable-energy-program/
renewable-energy-guide/offshore-wind-energy.aspx

“1BOEM, “Lease and Grant Information,” n.d., http://www.boem.gov/Lease-and-Grant-In-
formation/

42 BOEM, “North Carolina Activities,” n.d., http://www.boem.gov/state-activities-north-car-
olina/; and BOEM, “New Jersey Activities,” n.d., http://www.boem.gov/State-Activi-
ties-New-Jersey/

A map of the wind power capacity currently installed in the
United States can be seen here,** a map of the wind power
potential onshore can be seen here,* and a map of the wind
power potential offshore can be seen here.*

Nonenergy Minerals

Nonenergy minerals found in the United States include
base and precious metals, industrial metals, and gemstones,
amongst others. The 2015 USEITI Report focuses on
nonenergy minerals, specifically gold, copper, and iron. In
2013, these minerals accounted for most of the valuable
metal produced in the United States: gold, copper, and iron
made up 32%, 29%, and 17%, respectively, of $32 billion
worth of metal extracted.*

The 2013 estimated exploration budget for nonenergy minerals
inthe United States decreased by 38% from 2012, dropping
from $1.7 billion to $1 billion. Continued uncertainty about the
USand European economies, as well as weakened demand from
China, either depressed or maintained prices for nonenergy
minerals. Noteworthy exploration sites for nonenergy minerals
arelocated in Alaska, Idaho, Nevada, and Wyoming, more than
halfofwhichare for gold and silver.*’

43 US Department of Energy, “WINDExchange: Installed Wind Capacity,” n.d., http://apps2.
eere.energy.gov/wind/windexchange/wind_installed_capacity.asp

4 US Department of Energy, “WINDExchange: Utility-Scale Land-Based 80-Meter Wind
Maps,” n.d., http://apps2.eere.energy.gov/wind/windexchange/wind_maps.asp

45 US Department of Energy, “WINDExchange: Offshore 90-Meter Wind Maps and Wind
Resource Potential,” n.d., http://apps2.eere.energy.gov/wind/windexchange/windmaps/
offshore.asp

46 USGS, “Mineral Commodity Summaries 2014, p. 7, February 28, 2014, http://minerals.
usgs.gov/minerals/pubs/mcs/2014/mcs2014.pdf

47US Geological Survey, “Annual Review 2013: Exploration Review,” 2013, p. 27, 37-39,
D.R. Wilburn and K.A. Stanley, May 2014, http://minerals.usgs.gov/minerals/mflow/ex-
ploration-2013.pdf

2015 USEITI Executive Summary — Natural Resources in the United States

17



http://www.nrel.gov/
http://www.nrel.gov/
http://www.energy.gov/sites/prod/files/wind_vision_highlights.pdf
http://www.energy.gov/sites/prod/files/wind_vision_highlights.pdf
http://www.nrel.gov/
http://www.boem.gov/renewable-energy-program/renewable-energy-guide/offshore-wind-energy.aspx
http://www.boem.gov/renewable-energy-program/renewable-energy-guide/offshore-wind-energy.aspx
http://www.nrel.gov/docs/fy12osti/51946.pdf
http://www.nrel.gov/docs/fy12osti/51946.pdf
http://www.boem.gov/renewable-energy-program/renewable-energy-guide/offshore-wind-energy.aspx
http://www.boem.gov/renewable-energy-program/renewable-energy-guide/offshore-wind-energy.aspx
http://www.boem.gov/Lease-and-Grant-Information/
http://www.boem.gov/Lease-and-Grant-Information/
http://www.boem.gov/state-activities-north-carolina/
http://www.boem.gov/state-activities-north-carolina/
http://www.boem.gov/State-Activities-New-Jersey/
http://www.boem.gov/State-Activities-New-Jersey/
http://apps2.eere.energy.gov/wind/windexchange/wind_installed_capacity.asp
http://apps2.eere.energy.gov/wind/windexchange/wind_maps.asp
http://apps2.eere.energy.gov/wind/windexchange/windmaps/offshore.asp
http://apps2.eere.energy.gov/wind/windexchange/wind_installed_capacity.asp
http://apps2.eere.energy.gov/wind/windexchange/wind_installed_capacity.asp
http://apps2.eere.energy.gov/wind/windexchange/wind_maps.asp
http://apps2.eere.energy.gov/wind/windexchange/windmaps/offshore.asp
http://apps2.eere.energy.gov/wind/windexchange/windmaps/offshore.asp
http://minerals.usgs.gov/minerals/pubs/mcs/2014/mcs2014.pdf
http://minerals.usgs.gov/minerals/pubs/mcs/2014/mcs2014.pdf
http://minerals.usgs.gov/minerals/mflow/exploration-2013.pdf
http://minerals.usgs.gov/minerals/mflow/exploration-2013.pdf

18

GOLD can be found in both loose materials and hard rocks.
Miners extract gold from placer mines using sluicing,
dredging, jigging, and amalgamation devices that separate
the gold from water, silt, rock, and other compounds.

Lode mining, both open pit and underground, extracts

gold embedded within rock walls. Once mined, gold is

used to make jewelry, electronics, dental treatments, and
other products. In 2013, the majority of US gold came

from Nevada (172,000 kilograms) and Alaska (30,600
kilograms).*® In Nevada, recent exploration for gold resulted
in discoveries along the Carlin and Battle Mountain-Eureka
(Cortez) trends in Eureka and Elko Counties, as well as in
the Pequop Mountains in Elko County.*® Alaska continues

to be a prominent site for gold exploration, although
exploration spending in the state in 2013 made up less than
half the peak expenditure in 2011.5° Half of the estimated
2013 total $1 billion US budget for nonenergy mineral
exploration was for gold.”*

48 US Geological Survey, “Monthly Industry Surveys: Gold in November and December
2013, p. 2, March 2014, http://minerals.usgs.gov/minerals/pubs/commodity/gold/mis-
201311_12-gold.pdf

4 Nevada Bureau of Mines and Geology, “The Nevada Mineral Industry 2011," p. 8, John
L. Muntean, David A. Davis, Lisa Shevenell, Richard Zehner, 2013, http://pubs.nbmg.unr.
edu/The-NV-mineral-industry-2011-p/mi2011.htm

50 US Geological Survey, “Annual Review 2014: Exploration Review,” p. 35-36, D.R. Wil-
burn, K.A. Stanley, and N.A. Karl, May 2015, http://minerals.er.usgs.gov/minerals/mflow/
exploration-2014.pdf

51US Geological Survey, “Annual Review 2013: Exploration Review," p. 37, D.R. Wilburn and
K.A. Stanley, May 2014, http://minerals.usgs.gov/minerals/mflow/exploration-2013.pdf
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COPPER is found in hard rocks in the form of copper ore.
Miners extract copper from open pit and underground
mines through traditional quarrying to separate the copper
from rock, or leaching which involves treating the ore with
diluted sulfuric acid. Once produced, copper has a variety
of uses, including as a building material, as an effective
conductor of electricity, and within the health care sector.
In 2013, Arizona accounted for the most copper production
out of all US states with 795,000 metric tons.* In terms of
exploration, an estimated 36% of the 2013 total $1 billion
US budget for nonenergy mineral exploration was for base
metals, primarily copper.*

IRON is found in underground rocks. Miners extract iron by
drilling holes in the ground in carefully engineered patterns
and blasting out rocks with explosives. Next, miners crush

the rocks and separate out the iron ore from other materials.
Almost all iron is used to make steel, which in turn is used

to make buildings, infrastructure, machines, and vehicles. In
2013, 99% of the iron ore shipped in the United States came
from Minnesota and Michigan.** Exploration continues on the
Mesabi Iron Range in Minnesota;> in 2013, companies drilled
nearly 200 exploratory holes for iron along the Mesabi Range.>

52US Geological Survey, “Mineral Industry Surveys: Copper in January 2014,” p. 3, June
2014, http://minerals.usgs.gov/minerals/pubs/commodity/copper/mis-201401-coppe.pdf

%3US Geological Survey, “Annual Review 2013: Exploration Review” p. 37, D.R. Wilburn and
K.A. Stanley, May 2014, http://minerals.usgs.gov/minerals/mflow/exploration-2013.pdf

54US Geological Survey, “Mineral Commodity Summaries: Iron Ore,” p. 84, Christopher A.
Tuck, February 2014, http://minerals.usgs.gov/minerals/pubs/commodity/iron_ore/mcs-
2014-feore.pdf

55 US Department of Energy, “WINDExchange: Installed Wind Capacity,’ n.d., http://apps2.
eere.energy.gov/wind/windexchange/wind_installed_capacity.asp

% Minnesota Department of Natural Resources, “Exploration Drilling Map for Metallic
Minerals by Company in 2013," n.d., http://files.dnr.state.mn.us/lands_minerals/miner-
al_fag/mn_expdrilling_map_2013.pdf
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http://minerals.er.usgs.gov/minerals/mflow/exploration-2014.pdf
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On

Who owns land and natural
resources in the United States?

Land Ownership

Natural resource ownership in the United States is

closely tied to land ownership. There are four main types
of land owners in the United States: (1) citizens and
corporations, (2) the federal government, (3) state and
local governments, and (4) Indian tribes and individuals.
There are two types of owners for the submerged lands
under the ocean surrounding the United States: states and
the federal government.

The following lists the different lands held by these different
owners in the United States:

PRIVATE LANDS: Lands owned by private citizens
or corporations

FEDERAL LANDS®’”: Lands owned by or under jurisdiction
of the federal government, including:

57 Congressional Research Service, “Federal Land Ownership: Overview and Data,’ p. 2,
footnote 4, Ross W. Gorte, Carol Hardy Vincent, Laura A Hanson, Mark R. Rosenblum,
February 8,2012, http:/fas.org/sgp/crs/misc/R42346.pdf

Governance of US Natural
Resource Extract

e Public domain lands ceded to the United States by
treaty, purchase, or conquest

e Acquired lands purchased by, given to, exchanged
with, or transferred through condemnation
proceedings to the federal government

e Military acquired lands purchased by the federal
government under military acquisition laws

e QOuter Continental Shelf submerged lands located
farther than three miles off a state’s coastline, or three
marine leagues into the Gulf of Mexico off of Texas and
Western Florida®®

STATE AND LOCAL LANDS: Lands owned by state or local
governments, including:

e State lands owned by a particular state

e State submerged lands under the ocean stretching
from a state’s coast to three miles out into the ocean,
or in the case of Texas and western Florida, from the

%8 BOEM, “OCS Lands Act History,” Lands beneath navigable waters belong to states and
are defined as extending three geographical miles from the coastline into the Arctic
Ocean, the Atlantic Ocean, the Pacific Ocean, and the Gulf of Mexico, as well as extend-
ing from the coastline three marine leagues into the Gulf of Mexico off Texas and western
Florida, http://www.boem.gov/OCS-Lands-Act-History/
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coast out to three marine leagues into the Gulf
of Mexico®

e Local lands owned by a local government, such as
a county

INDIAN LANDS: Lands owned by Indians, including:

o Tribal lands held in trust by the federal government
for a tribe’s use

¢ Indian allotments held in trust by the federal
government for individual Indians’ use

o Alaska Native Corporation lands in Alaska, held by
12 regional Alaska Native Corporations that received
rights to some surface lands, as well as rights to
natural resources below the surface. In addition
to these 12 regional Alaska Native Corporations,
certain village-level Alaska Native Corporations hold
additional surface land rights®

Natural Resource Ownership

In the United States, private individuals and corporations, as
well as federal, state, local, and tribal governments, can own
both land and the oil, gas, coal, and other minerals found
below the surface. In fact, widespread private ownership of
oil, gas, coal, and minerals makes the United States different

5 BOEM, Submerged Lands Act, http://www.boem.gov/uploadedfiles/submergedla.pdf

% US Government Accountability Office, “Regional Alaska Native Corporations: Status 40
Years After Establishment and Future Considerations,” p. 5-6, December 2012, http://
WWW.gao.gov/assets/660/650857.pdf

from nearly every other country in which these resources
simply belong to the national government.

Natural resource ownership in the United States has
historical roots in the nineteenth century, when the
federal government passed

homestead and development ~ SUBMERGED
acts to encourage settlement | ANDS UNDER THE
in the western Unit?d States. OCEAN ARE CALLED
These acts., a-long with the OFFSHORE LANDS,
General Mining Law of 1872,

. WHILE LANDS ABOVE
allowed for federal public

THE OCEAN ARE CALLED

domain lands, and the natural
resources within them, to pass ONSHORE LANDS.

to private ownership. Starting

in the twentieth century, the United States passed legislation
that began to withdraw both specific natural resources and
eventually public domain lands from settlement and other
development, preserving these lands and natural resources
in federal ownership today.

Sometimes in the United States, the land’s surface owner

is different from the owner of the minerals in the ground
below. The party that owns the land’s surface has surface
rights, while the party that owns the natural resources

in the ground has subsurface rights. When ownership is
divided in this way, it is referred to as a split estate.®' There
are 57 million acres of land in the United States where the

61 BLM, “Split Estate,” n.d., http://www.blm.gov/wo/st/en/prog/energy/oil_and_gas/best_
management_practices/split_estate.html
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federal government owns oil, gas, coal, and other minerals
below the surface, but another party, mostly citizens or
corporations, owns the surface land above.®? Land and
mineral ownership can become quite complicated in the
United States. Often, a combination of private landholders,
the federal government, a state government, or Indian tribes
own the span of a single mine or field.

When it comes to the natural resources found off the US
coast, the federal government and state governments split
ownership. In general, states have primary authority and
natural resource ownership in the three-mile area extending
outward from their coasts. The federal government owns

oil, gas, and minerals located in the submerged lands on

the Outer Continental Shelf, which extend from the states’
offshore boundaries out to at least 200 nautical miles from
the shore.

62 BLM, “Leasing of Onshore Federal Oil and Gas Resources,” n.d., http://www.blm.gov/wo/
st/en/prog/energy/oil_and_gas/leasing_of_onshore.html

What are the federal laws,
regulations, and reforms
governing natural resource
extraction in the United States?

Federal Laws and Regulations

The legislative branch of the federal government has passed
many laws that govern natural resource extraction on
federal lands in the United States. The following table lists
the laws that provide the backbone of the fiscal regime for
the extractive industries, as well as the relevant lands and
natural resources to which they apply.

IN ADDITION TO FEDERAL

LAWS, EXTRACTIVE INDUSTRIES
COMPANIES MUST COMPLY WITH
STATE AND LOCAL LAWS. TO
LEARN MORE ABOUT THESE
LAWS, VISIT A LIST OF STATE
WEBSITES WITH LINKS TO LEGAL
INFORMATION HERE.
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Select Laws Establishing the Fiscal Regime for Extractive Industries in the United States

Law Name D S ‘ Relevant Natural
escription Relevant Lands
and Code Resources
The General Mining  Provides the right to patent, meaning Federal onshore Locatable hardrock minerals
Law of 1872 as transfer to private ownership, federal lands  (public domain) (e.g., gold, silver, and copper)
Amended! (30 USC and natural resources for mining. Since
§ 29 et seq. and October 1, 1994, Congress has imposed
43 CFR 3860) a budget moratorium on any new mineral
patent applications.
Leasing of Allotted States that all lands allotted to Indians, Indian (allotted) Not specified
Lands for Mining except those made to members of the Five
Purposes Act of Civilized Tribes and Osage, may be leased
19092 (25 USC for mining purposes for any term of years as
§ 396 et seq. and may be deemed advisable by the Secretary
25CFR 212) of the Interior.
Mineral Leasing Creates a system of leasing mineral Federal onshore Coal, oil, gas, oil or gas shale,
Act of 1920 as resources on federal lands for extraction (public domain) sodium, potassium, phosphate,
Amended?®(30USC  and grants BLM authority to administer sulfur, and gilsonite
§ 181 etseq.) mineral leasing.
Indian Mineral Opens unallotted lands within any Indian Indian (tribal) Not specified
Leasing Act of reservation for leasing for mining purposes
19384(25 USC by authority of the tribal council and
§ 396a et seq.) approval of the Secretary of the Interior.
Mineral Leasing Act  Extends the Mineral Leasing Act of 1920 Federal onshore Coal, oil, gas, oil or gas shale,
for Acquired Lands  and authority of the Secretary of the (acquired) sodium, potassium, phosphate,
of 19475 (30 USC Interior to govern mineral leasing on federal sulfur, and gilsonite
§ 351 etseq.and acquired lands.
43 CFR 3420)

1US Department of Energy, “WINDExchange: Installed Wind Capacity,” n.d., http:/apps2.eere.energy.gov/wind/windexchange/wind_installed_capacity.asp

2Leasing of Allotted Lands for Mining Purposes Act of 1909, http://www.gpo.gov/fdsys/pkg/USCODE-2011-title25/pdf/USCODE-2011-title25-chap12-sec396.pdf

3Mineral Leasing Act of 1920 as Amended, http://www.bIm.gov/pgdata/etc/medialib/blm/wo/Communications_Directorate/legislation.Par.23212.File.dat/mla_1920_amendments1.pdf
4Indian Mineral Leasing Act of 1938, http://www.gpo.gov/fdsys/pkg/USCODE-2009-title25/htm|/USCODE-2009-title25-chap12.htm

®Mineral Leasing Act for Acquired Lands of 1947, http://www.blm.gov/pgdata/etc/medialib/blm/wo/Communications_Directorate/legislation.Par.23212 File.dat/mla_1920_amendments1.
pdf#page=56
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http://www.gpo.gov/fdsys/pkg/USCODE-2009-title25/html/USCODE-2009-title25-chap12.htm
http://www.gpo.gov/fdsys/pkg/USCODE-2009-title25/html/USCODE-2009-title25-chap12.htm
http://www.gpo.gov/fdsys/pkg/USCODE-2009-title25/html/USCODE-2009-title25-chap12.htm
http://www.blm.gov/pgdata/etc/medialib/blm/wo/Communications_Directorate/legislation.Par.23212.File.dat/mla_1920_amendments1.pdf#page=56
http://www.blm.gov/pgdata/etc/medialib/blm/wo/Communications_Directorate/legislation.Par.23212.File.dat/mla_1920_amendments1.pdf#page=56
http://www.blm.gov/pgdata/etc/medialib/blm/wo/Communications_Directorate/legislation.Par.23212.File.dat/mla_1920_amendments1.pdf#page=56
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Law Name
and Code

Mineral Materials
Act of 1947¢
(30USC § 601

et seq.)

Description

Also known as the Common Varieties Act,
regulates the sale and permitting of the
most common hardrock minerals in place of
the General Mining Law of 1872.

Relevant Lands

Federal onshore

Select Laws Establishing the Fiscal Regime for Extractive Industries in the United States (continued)

Relevant Natural
Resources

Common hardrock minerals
(e.g., sand, gravel, stone,

pumice, cinders)

Submerged Lands
Act of 19537
(43UsSC§ 1301
et seq.)

Recognizes states’ rights to the submerged
navigable lands within their boundaries,

as well as the marine waters within

their boundaries, often defined as three
geographical miles from the coastline.

State offshore

All natural resources

Outer Continental
Shelf Lands Act of

1953 as Amended?
(43USC§ 1331

et seq.)

Gives the Secretary of the Interior
responsibility for administering mineral and
energy resources exploration, development,
and production on the Outer Continental
Shelf, subject to environmental safeguards.
Mandates receipt of fair market value for
mineral leasing.

Outer Continental Shelf

Qil, gas, and other minerals

Geothermal Steam
Act of 1970°

(30 USC § 1001

et seq.)

Allows the leasing of federal lands under
BLM'’s administration for geothermal
resource development, excluding prohibited
lands.

Federal onshore

Geothermal

Mining and
Minerals Policy Act
of 1970 (30 USC
§2laetseq.)

Amends the Mining Act of 1920. Establishes
the national interest to develop a domestic
private enterprise mining industry, while
addressing adverse environmental impacts.

Federal onshore

All natural resources

¢ Mineral Materials Act of 1947, http://legcounsel.house.gov/Comps/Act%200f%20July%2031,%201937-(Materials%20Act%200f%201947).pdf
7Submerged Lands Act of 1953, http://www.boem.gov/uploadedFiles/submergedLA.pdf

8 Quter Continental Shelf Lands Act of 1953 as Amended, http://www.gpo.gov/fdsys/pkg/USCODE-2010-title43/html/USCODE-2010-title43-chap29-subchaplll.htm

? Geothermal Steam Act of 1970, http://www.gpo.gov/fdsys/pkg/STATUTE-84/pdf/STATUTE-84-Pg1566.pdf
12 Mining and Minerals Policy Act of 1970, http://www.gpo.gov/fdsys/pkg/USCODE-2011-title30/pdf/USCODE-2011-title30-chap2-sec21a.pdf
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Law Name

Relevant Natural

and Code ‘ Description ‘ Relevant Lands Resources
Federal Amends Section 2 of the Mineral Leasing Federal onshore Coal
Coal Leasing Act of 1920. Requires all public lands
Amendments Act available for coal leasing to be leased
(FCLAA) of 19761 competitively, the government to only
(90 STAT 1083) accept lease bids equal to or greater than
fair market value, the consolidation of
leasing into logical mining units, lease
holders to continually operate, and
other measures.
Surface Mining Creates the Office of Surface Mining, Federal onshore Coal
Control and Reclamation, and Enforcement (OSMRE)
Reclamation Act to establish a nationwide program to
(SMCRA) of 197712 protect society and the environment
(30USC§ 1201 from the adverse effects of surface coal
etseq.) mining operations, under which OSMRE is
charged with balancing the nation’s need for
continued domestic coal production with
protection of the environment; requires
coal mine owners to post bonds as insurance
for reclaiming the land after current mining
operations, and requires them to pay into
the Abandoned Mine Reclamation Fund, a
fund intended to address mines abandoned
priorto 1977.
Federal Oil and Grants the Secretary of the Interior Federal onshore, Indian,  Oil and gas

Gas Royalty authority for managing and collecting oil and Outer Continental

Management Act and gas royalties from leases on federaland  Shelf

(FOGRMA) of Indian lands.

198213 (30 USC

§ 1701 etseq.)

Indian Mineral Provides Indian tribes with flexibility Indian (tribal) Qil and gas, coal, geothermal,

Development Act
of 19821 (25 USC
§§2101-2108
etseq.)

in the development and sale of mineral
resources, including opportunities to enter
into joint venture agreements with mineral
developers.

and other mineral resources

1 Federal Coal Leasing Amendments Act of 1975, http://www.gpo.gov/fdsys/pkg/STATUTE-90/pdf/STATUTE-90-Pg1083.pdf
2Surface Mining Control and Reclamation Act of 1977, http://www.gpo.gov/fdsys/pkg/STATUTE-91/pdf/STATUTE-91-Pg445.pdf

3Federal Oil and Gas Royalty Management Act of 1982, http://www.boem.gov/uploadedFiles/BOEM/OQil_and_Gas_Energy_Program/Leasing/Outer_Continental_Shelf/
Lands_Act_History/federal%200g%20royalty%20mgmt.pdf

*#|ndian Mineral Development Act of 1982, http://www.gpo.gov/fdsys/pkg/STATUTE-96/pdf/STATUTE-96-Pg1938.pdf
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http://www.gpo.gov/fdsys/pkg/STATUTE-96/pdf/STATUTE-96-Pg1938.pdf
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Select Laws Establishing the Fiscal Regime for Extractive Industries in the United States (continued)

Ly Bl Description Relevant Lands ke ]
and Code Resources
Federal Onshore Amendment to the Mineral Leasing Act  Federal onshore Oil and gas
Oil and Gas of 1920. Gives the US Forest Service
Leasing Reform the authority to proactively offer
Act (FOOGLRA) leases for oil and gas on National Forest
of 19871 (30 USC System lands provided environmental
§181etseq.) and other land-use regulations are met.

BLM largely administers leasing on

these lands.
Federal Oil and Improves royalty management from Federalonshoreand  Oil and gas

Gas Royalty
Simplification and
Fairness Act (RSFA)
of 1996 (30 USC

§ 1701 et seq.)

federal and Outer Continental Shelf oil
and gas leases.

Outer Continental
Shelf

Energy Policy Act
(EPAct) of 20057
(42 USC § 13201
et seq.)

Addresses energy production in the
United States, including the production,
transportation, and transmission of
energy on the Outer Continental Shelf
from sources other than oil and gas
(e.g., wind energy); incentives for oil

and gas development; and provisions to
access oil and gas resources on federal
lands.

Federal onshore and
Outer Continental
Shelf

Qil, gas, coal, wind,
solar, hydropower, and
geothermal

Gulf of Mexico
Energy Security
Act (GOMESA)
of 20068

(120 Stat. 2922)

Opens 8.3 million acres in the Gulf of
Mexico for oil and gas leasing, shares
leasing revenue with gulf producing
states and the Land and Water
Conservation Fund, and bans oil and gas
leasing within 125 miles off the Florida
coastline in the Eastern Planning Area
and a portion of the Central Planning
Areauntil 2022.

Outer Continental
Shelf

Oil and gas

15 Federal Onshore Oil and Gas Leasing Reform Act of 1987, p. 34, http://www.gpo.gov/fdsys/pkg/USCODE-2011-title30/pdf/USCODE-2011-title30.pdf

16 Federal Oil and Gas Royalty Simplification and Fairness Act of 1996, http://www.onrr.gov/laws_r_d/PubLaws/PDFDocs/rsfa.pdf

7 Energy Policy Act of 2005, http://www.gpo.gov/fdsys/pkg/BILLS-109hréenr/pdf/BILLS-109hr6enr.pdf
18 Gulf of Mexico Energy Security Act of 2006, http://www.boem.gov/Qil-and-Gas-Energy-Program/Energy-Economics/econ/GOMESA-pdf.aspx

2015 USEITI Executive Summary — Governance of US Natural Resource Extraction


http://www.gpo.gov/fdsys/pkg/USCODE-2011-title30/pdf/USCODE-2011-title30.pdf
http://www.gpo.gov/fdsys/pkg/USCODE-2011-title30/pdf/USCODE-2011-title30.pdf
http://www.gpo.gov/fdsys/pkg/USCODE-2011-title30/pdf/USCODE-2011-title30.pdf
http://www.gpo.gov/fdsys/pkg/USCODE-2011-title30/pdf/USCODE-2011-title30.pdf
http://www.gpo.gov/fdsys/pkg/USCODE-2011-title30/pdf/USCODE-2011-title30.pdf
http://www.onrr.gov/laws_r_d/PubLaws/PDFDocs/rsfa.pdf
http://www.onrr.gov/laws_r_d/PubLaws/PDFDocs/rsfa.pdf
http://www.onrr.gov/laws_r_d/PubLaws/PDFDocs/rsfa.pdf
http://www.onrr.gov/laws_r_d/PubLaws/PDFDocs/rsfa.pdf
http://www.onrr.gov/laws_r_d/PubLaws/PDFDocs/rsfa.pdf
http://www.gpo.gov/fdsys/pkg/BILLS-109hr6enr/pdf/BILLS-109hr6enr.pdf
http://www.gpo.gov/fdsys/pkg/BILLS-109hr6enr/pdf/BILLS-109hr6enr.pdf
http://en.wikipedia.org/wiki/Outer_Continental_Shelf
http://www.boem.gov/Oil-and-Gas-Energy-Program/Energy-Economics/econ/GOMESA-pdf.aspx
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http://www.boem.gov/Oil-and-Gas-Energy-Program/Energy-Economics/econ/GOMESA-pdf.aspx
http://www.boem.gov/Oil-and-Gas-Energy-Program/Energy-Economics/econ/GOMESA-pdf.aspx

There are other laws governing natural resources and extractive companies’ operations. Some of these laws require companies
to pay fees. Violating some of these laws can also result in companies paying fines.

Select Laws Resulting in Fees or Fines for Extractive Industries Companies in the United States

Law Name o Relevant Natural
Description Relevant Lands
and Code Resources

Federal Land Policy Requires BLM to administer federal lands using Federal onshore All natural resources
and Management aland-use planning framework that includes no and Indian
Act (FLPMA) of unnecessary or undue degradation; multiple-use,
1976 as Amended?? sustained yield considerations for present and
(43UsC§ 1701 future generations; and public planning. Requires
etseq.) receipt of fair market value for use of federal lands

and resources.
Clean Air Act (CAA) Outlines steps that federal agencies, state and local All lands All natural resources,
of 19702 (42 USC governments, and industry must take to decrease except when oil and gas
§7401etseq.) air pollution. Oil and gas wells are exempt from are exempted

legal aggregation, whereby the emissions from
small sites that are connected, in close proximity or
under shared ownership, are added together and
regulated as “stationary sources” if they emit or
could emit 100 tons per year of a pollutant.

Clean Water Act Establishes a regulatory framework to protect All lands All natural resources,
(CWA) of 19772 water quality and monitor discharges of pollutants except when oil and gas
(33UsC§ 1251 into waters in the United States. The US are exempted

etseq.) Environmental Protection Agency (EPA) does not

require National Pollutant Discharge Elimination
System (NPDES) permits for uncontaminated storm
water discharges from oil and gas exploration,
production, processing or treatment operations;
transmission; or drill site preparation.??

¥ Federal Land Policy and Management Act of 1976 as Amended, http://www.blm.gov/floma/FLPMA.pdf

20 Clean Air Act of 1970, http://www.gpo.gov/fdsys/pkg/USCODE-2008-title42/pdf/USCODE-2008-title42-chap85.pdf

21 Clean Water Act of 1977, http://www.gpo.gov/fdsys/pkg/USCODE-2010-title33/pdf/USCODE-2010-title33-chap26.pdf

22 EPA, “Regulation of Oil and Gas Construction Activities,” March 9, 2009, http://water.epa.gov/polwaste/npdes/stormwater/Regulation-of-Oil-and-Gas-Construction-Activities.cfm
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Select Laws Resulting in Fees or Fines for Extractive Industries Companies in the United States (continued)

Law Name o Relevant Natural
and Code Description Relevant Lands Resources

Safe Drinking Protects public health by regulating the nation’s All lands All natural resources,
Water Act (SDWA) public drinking water supply and its sources. As of except when oil and gas
of 19742 (42 USC the 2005 Energy Policy Act, hydraulic fracturing are exempted

§§ 300f-300j etseq.)  fluids are exempt from underground injection
control permits unless diesel fuel is used in the
extraction process.?®

Comprehensive Provides a federal ‘superfund’ to clean up All lands All natural resources,
Environmental uncontrolled or abandoned hazardous-waste sites, except when oil and gas are
Response, as well as accidents, spills, and other emergency exempted

Compensation, releases of pollutants and contaminants into the

and Liability Act environment, and gives EPA the power to seek out

(CERCLA) of 19802¢ those parties responsible for any release and assure

(42 USC §§ 9601- their cooperation in the cleanup.

9675 et seq.)

Endangered Species Protects and recovers imperiled species and the All lands All natural resources

Act (ESA) of 1973~ ecosystems upon which they depend.

(16 USC§ 1531

etseq.)

Marine Mammal Prohibits, with certain exceptions, the “take” of All lands All natural resources,
Protection Act of marine mammals in US waters and by US citizens except when oil and gas are
1972 as Amended? on the high seas, and the importation of marine exempted

(16 USC § 1361 mammals and marine mammal products into the

etseq.) United States.

23 Safe Drinking Water Act of 1974, http://www.epw.senate.gov/sdwa.pdf

24EPA, “Regulation of Hydraulic Fracturing Under the Safe Drinking Water Act,” n.d., http://water.epa.gov/type/groundwater/uic/class2/hydraulicfracturing/wells_hydroreg.cfm
25Comprehensive Environmental Response, Compensation, and Liability Act of 1980, http://www.epw.senate.gov/cercla.pdf

26Endangered Species Act of 1973, http://www.nmfs.noaa.gov/pr/pdfs/laws/esa.pdf

27Marine Mammal Protection Act of 1972 as Amended, http://www.nmfs.noaa.gov/pr/pdfs/laws/mmpa.pdf
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There are many other laws with which extractive industries
companies must comply. DOI, EPA, the National Oceanic
and Atmospheric Administration (NOAA), and other federal
agencies’ websites contain more comprehensive lists of
related laws that they enforce:

e DOIBOEM: http://www.boem.gov/Regulations/
BOEM-Governing-Statutes.aspx

e DOI Bureau of Safety and Environmental Enforcement
(BSEE): http://www.bsee.gov/Regulations-and-
Guidance/BSEE-Governing-Statutes/

e DOIBLM: http://www.blm.gov/wo/st/en/info/
regulations.html

o EPA: http://www2.epa.gov/laws-regulations/
laws-and-executive-orders#majorlaws

e OSMRE: http://www.osmre.gov/lrg.shtm

e NOAA: http://www.nmfs.noaa.gov/ole/about/
what_we_do/laws.html

¢ In addition, the online report contains a curated
search of relevant laws available via the search box on
the website.

Federal agencies, such as DOI and relevant bureaus,
implement these laws by developing and enforcing
regulations and rules. The following section lists key
regulations related to natural resource extraction in the
United States, particularly on federal and Indian lands:

e Title 25% in the Code of Federal Regulations relates
to sovereign Indian nations. Subchapter I deals with
energy and minerals (Parts 200-227).

o Title 30% governs mineral resources. Chapter 11
deals with the BSEE; Chapter V® deals with BOEM;
Chapter VII®” deals with OSMRE; Chapter XII® deals
with ONRR.

o Title 43% in the Code of Federal Regulations governs
public lands. Subchapter C focuses on minerals
management (Parts 3000-3870).

63 US Government Publishing Office, “Title 25: Indians,” n.d., http://www.gpo.gov/fdsys/
search/pagedetails.action?collectionCode=CFR&searchPath=Title+25%2FChap-
ter+1%2FSubchapter+l&granuleld=&packageld=CFR-2008-title25-vol 1&oldPath=Ti-
tle+25%2FChapter+1%2FSubchapter+A&fromPageDetails=true&collapse=true&y-
cord=435

64 US Government Publishing Office, “Title 30, Mineral Resources,” n.d., http://www.ecfr.
gov/cgi-bin/text-idx?SID=784ea268c892a669424da1512740a933&mc=true&tpl=/
ecfrbrowse/Title30/30tab_02.tpl

65 US Government Publishing Office, Chapter II: Bureau of Safety and Environmental
Enforcement, Department of the Interior, n.d., http://www.ecfr.gov/cgi-bin/text-idx-
?SID=050aa7804f2ee861c64ba348d17a79c1&mc=true&tpl=/ecfrbrowse/Title30/30c-
frv2_02.tpl#0

66 US Government Publishing Office, Chapter V: Bureau of Ocean Energy Management,
Department of the Interior, n.d., http://www.ecfr.gov/cgi-bin/text-idx?SID=050aa-
7804f2ee861c64ba348d17a79c1&mc=true&tpl=/ecfrbrowse/Title30/30cfrv2_02.
tpl#500

67 US Government Publishing Office, Chapter VII: Office of Surface Mining Reclamation
and Enforcement, Department of the Interior, n.d., http://www.ecfr.gov/cgi-bin/text-idx-
?SID=050aa7804f2ee861c64ba348d17a79c1&mc=true&tpl=/ecfrbrowse/Title30/30c-
frv3_02.tpl#0

68 US Government Publishing Office, Chapter XII: Office of Natural Resource Revenue,
Department of the Interior, n.d., http://www.ecfr.gov/cgi-bin/text-idx?SID=050aa-
7804f2ee861c64ba348d17a79c1&mc=true&tpl=/ecfrbrowse/Title30/30cfrv3_02.
tpl#1200

67 US Government Publishing Office, “Title 3, Public Lands: Interior,” n.d., http:/www.ecfr.
gov/cgi-bin/text-idx?tpl=/ecfrbrowse/Title43/43tab_02.tpl
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Implementing laws includes complying with the National
Environmental Policy Act (NEPA) of 19697° (42 USC

§ 4321 et seq.). NEPA is intended to ensure that decision
makers and the public have information about the potential
impacts to the environment of proposed federal actions
and alternatives to those actions. When taking any major
action, such as leasing natural resources on federal lands for
extraction, federal agencies must prepare Environmental
Assessments (EAs) and/or Environmental Impact
Statements (EISs) to document environmental impacts of
agency actions and alternatives to those actions. The public
has legally mandated opportunities to comment on these
impact statements.

Federal Government Reforms

The federal government reforms laws and regulations

by enacting new legislation and proposing new rules

to implement the legislation. Reforms can stem from
government oversight organizations’ recommendations,
including from both DOI’s Office of Inspector General (0IG)
and the US Government Accountability Office (GAO). Below
are lists of reforms following the Deep Water Horizon

oil spill, recent findings from government oversight
organizations, and proposed rules.

7°National Environmental Policy Act of 1969, http://www.gpo.gov/fdsys/pkg/US-
CODE-2010-title42/pdf/USCODE-2010-title42-chap55-sec4321.pdf

Regulatory Reforms Following the Deepwater
Horizon Oil Spill

Reforms to federal regulations occurred in the aftermath

of the Deep Water Horizon Oil Spill in the Gulf of Mexico in
2010.7 The federal government overhauled the oversight

of DOI’s leasing, regulation, and collection of revenue for

oil and gas extraction on the Outer Continental Shelf. DOI's
post Deepwater Horizon reorganization separated and
established independent oversight for offshore leasing (i.e.,
BOEM)?? offshore safety and environmental enforcement
(i.e, BSEE)", and the collection and accountability of the
revenue generated from natural resource development on
federal and Indian lands through the creation of the Office of
Natural Resources Revenue (i.e., ONRR). When the Secretary
of the Interior announced the creation of ONRR in May 2010
and the elimination of the former Minerals Management
Service in June 2010, the goal was to fundamentally
restructure the government’s mineral leasing, regulatory,
and revenue collection agencies. The Secretary wanted to:

o Separate the three responsibilities (leasing, regulation,
and revenue collection)

7 National Commission on the BP Deep Water Horizon Oil Spill and Offshore Drilling,
“Deep Water: The Gulf Qil Disaster and the Future of Offshore Drilling: Report to the
President,” January 2011, http://www.gpo.gov/fdsys/pkg/GPO-OILCOMMISSION/pdf/
GPO-OILCOMMISSION.pdf

72BOEM, “Reforms Since the Deep Water Horizon Tragedy,” n.d., http://www.boem.gov/
Reforms-since-the-Deepwater-Horizon-Tragedy/

73 Both BOEM and ONRR have issued regulations that apply to offshore lands in addition
to BSEE.
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e Provide each office and bureau with the independence e March 2014, “Bureau of Land Management's
and resources necessary to fulfill their missions Mineral Materials Program.”’¢ This audit report
states that, among other challenges, the BLM Mineral

¢ Eliminate real and perceived conflicts associated with ) ) ) i
Materials Program has little assurance that it obtains

the previous organizations

While the federal government did make regulatory reforms

following the spill, Congress did not change any laws related to In 2015, BIA issued a final rule regarding mineral extraction

offshore fossil fuel managementin response to the accident. on the Osage mineral estate, which is available here. On
August 10, 2015, a federal district court judge in Oklahoma

Office of Inspector General Reports enjoined the rule, pending hearings on a lawsuit.

DOI's OIG is responsible for the independent oversight (https://www.federalregister.gov/

and promotion of excellence, integrity, and accountability articles/2015/05/11/2015-11314/leasing-of-osage-

reservation-lands-for-oil-and-gas-mining)

within the programs, operations, and management of

DOL. OIG also identifies and prevents fraud, waste, and
mismanagement within the agency. In recent years, OIG has
published numerous reports related to DOI revenue from
natural resource extraction, including:

market value for mineral materials and provides 15

recommendations to enhance the program.

e October 2014, “BIA Needs Sweeping Changes to
75 e September 2012, “Oil and Gas Leasing in

Indian Country: An Opportunity for Economic
Development.”’” This report concludes that Indian
oil and gas leasing is not reaching its full economic
potential, largely due to a lack of a dedicated and
coordinated management focus at the federal level for
the more than 17,000 leases on Indian lands.

Manage the Osage Nation’s Energy Resources.
This report states that the Bureau of Indian Affairs
(BIA) Osage Agency has a flawed oil and gas
management program, including the policies and
procedures that guide royalty payment activities,
accounting, and leasing activities. The report provides
33 recommendations to improve the program.

74 Dodd-Frank Wall Street Reform and Consumer Protection Act, http://www.gpo.gov/ 76 OIG, “Bureau of Land Management’s Mineral Materials Program,” March 2014, https://
fdsys/pkg/PLAW-111publ203/pdf/PLAW-111publ203.pdf www.doioig.gov/sites/doioig.gov/files/C-IN-BLM-0002-2012Public.pdf

75 0IG, “BIA Needs Sweeping Changes to Manage the Osage Nation’s Energy Resourc- 77 0IG, “Oil and Gas Leasing in Indian Country: An Opportunity for Economic Develop-
es,” October 2014, https://www.doioig.gov/sites/doioig.gov/files/CR-EV-BIA-0002- ment,” September 2012, https://www.doioig.gov/sites/doioig.gov/files/CR-EV-BIA-0001-
2013Public1.pdf 2011Public.pdf
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e May 2010, “Minerals Management Service: Royalty-

In-Kind (RIK) Program’s Oil Volume Verification
Process.””® OIG found several areas where the
RIK Program could be improved to ensure proper

Return.”® This report examines steps DOI has taken to
ensure that the public receives a fair return on oil and
gas resources extracted from federal lands, as well as
recommends improvements to the fiscal system.

accounting of royalties that are paid in oil and gas

) e September 2008, “Oil and Gas Royalties: The
volumes to the US Government, rather than in dollars.

Federal System for Collecting Oil and Gas
Revenues Needs Comprehensive Reassessment.”8!
This report evaluates the government take from
federal oil and gas resources and assesses DOI's work
in monitoring the performance and appropriateness of
the current fiscal system.

Government Accountability Office Reports

The GAO is an independent, nonpartisan agency that
investigates how the federal government spends taxpayer
funds, including those for natural resource management on
federal and Indian lands. GAO publishes its reports on the
GAO Summary Page.” Some recent GAO findings related to
natural resource extraction include:

e March 1989, “The Mining Law of 1872 Needs
Revision.”® This report critiques the foundational
mining law on three major points: that the law’s
annual work requirements need to be replaced, that
the law forces the federal government to sell valuable
land at nominal prices, and that the patent provision
runs counter to other natural resource policies.

e December 2013, “Oil and Gas Resources: Actions
Needed for Interior to Better Ensure a Fair

To search the Federal Registrar for DOI proposed rules, please visit here.

(https://www.federalregister.gov/articles/search?conditions%5Bpublication_
date%5D%5Bis%5D=11%2F04%2F2015&conditions%5Bt
erm%5D=Department+of+the+Interior&conditions%5Btype%5D
%5B%5D=PRORULE)

80 GAOQ, “Oil and Gas Resources: Actions Needed for Interior to Better Ensure a Fair
Return,” December 2013, http://gao.gov/assets/660/659515.pdf

- 81 GAQ, “Oil and Gas Royalties: The Federal System for Collecting Oil and Gas Revenues
78 OIG, “Minerals Management Service: Royalty-in-Kind Program’s Qil Volume Verification Needs Comprehensive Reassessment,” September 2008, http://www.gao.gov/new.items/
Process,” May 2010, https://www.doioig.gov/sites/doioig.gov/files/2010-1-0021.pdf d08691.pdf

7? GAO, “Oil and Natural Gas,” n.d., http://www.gao.gov/key_issues/oil_and_natural_gas/ 82 BLM, “Oil and Gas; Hydraulic Fracturing on Federal and Indian Lands,” http://www.gpo.
issue_summary gov/fdsys/pkg/FR-2015-03-26/pdf/2015-06658.pdf
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THE 2010 DODD-FRANK ACT

Proposed Rules
o ) ) In 2010, the United States enacted the Dodd-Frank Wall Street Reform
Per the Administrative Procedures Act, agencies propose and Consumer Protection Act (http://www.gpo.gov/fdsys/pkg/PLAW-
rules to implement federal laws. The public has an 111publ203/pdf/PLAW-111publ203.pdf) (124 Stat. 1376) to improve
opportunity to comment on all proposed rules before an transparency and accountability across the financial system. Section
agency finalizes any regulations. Recently, DOI bureaus and 1504 of the act requires extractive industries companies registered with
offices proposed new rules intended to go into effect in the Securities and Exchange Commission (SEC) to separately disclose
2015, including: information about payments to governments around the world in an
¢ Proposed BLM rule on hydraulic fracturing available (NCTACHNECATONTEE
in the Federal Register publication of Oil and Gas; Section 1504 mandates disclosure of “the type and total amount of (such)
Hydraulic Fracturing on Federal and Indian Lands®? payments made for each project of the resource extraction issuer relating
to the commercial development of oil, natural gas, or minerals,” including
* Proposed BLM rule on wind and solar competitive “taxes, royalties, fees (including license fees), production entitlements,

leasing available in the Federal Register® bonuses, and other material benefits, that the Commission, consistent
with the guidelines of the Extractive Industries Transparency Initiative
(to the extent practicable), determines are part of the commonly
recognized revenue stream for the commercial development of oil,
natural gas, or minerals.”

e Proposed ONRR rule on consolidated federal oil and gas
and federal and Indian coal valuation reform available
in the Federal Register®

SEC is rewriting the rule to implement this law. SEC has stated that the
revised rule will be proposed by the end of 2015. Section 5.2¢e of the
EITI Standard states: “Reporting at project level is required, provided
that it is consistent with the United States Securities and Exchange
Commission rules and the forthcoming (now implemented) European
Union requirements.” According to SEC scheduling, it will issue final
implementation rules by June 2016.

8 BLM, “Oil and Gas; Hydraulic Fracturing on Federal and Indian Lands,” March 26, 2015,
http://www.gpo.gov/fdsys/pkg/FR-2015-03-26/pdf/2015-06658.pdf

84 BLM, “Competitive Processes, Terms, and Conditions for Leasing Public Lands for Solar and
Wind Energy Development and Technical Changes and Corrections,” September 30,2014,
http://blmsolar.anl.gov/documents/docs/FR_Competitive_Leasing Sep_30_2014.pdf

85 ONRR, “Consolidated Federal Oil & Gas and Federal & Indian Coal Valuation Reform,”
January 5, 2015, http://www.gpo.gov/fdsys/pkg/FR-2015-01-06/pdf/2014-30033.pdf

2015 USEITI Executive Summary — Governance of US Natural Resource Extraction 33


http://www.gpo.gov/fdsys/pkg/FR-2015-03-26/pdf/2015-06658.pdf
http://www.gpo.gov/fdsys/pkg/FR-2015-03-26/pdf/2015-06658.pdf
http://blmsolar.anl.gov/documents/docs/FR_Competitive_Leasing_Sep_30_2014.pdf
http://www.gpo.gov/fdsys/pkg/FR-2015-01-06/pdf/2014-30033.pdf
http://www.gpo.gov/fdsys/pkg/FR-2015-03-26/pdf/2015-06658.pdf
http://blmsolar.anl.gov/documents/docs/FR_Competitive_Leasing_Sep_30_2014.pdf
http://www.gpo.gov/fdsys/pkg/FR-2015-01-06/pdf/2014-30033.pdf
http://www.gpo.gov/fdsys/pkg/PLAW-111publ203/pdf/PLAW-111publ203.pdf
http://www.gpo.gov/fdsys/pkg/PLAW-111publ203/pdf/PLAW-111publ203.pdf
http://www.gpo.gov/fdsys/pkg/PLAW-111publ203/pdf/PLAW-111publ203.pdf
http://www.gpo.gov/fdsys/pkg/PLAW-111publ203/pdf/PLAW-111publ203.pdf

34

What roles do federal
government agencies
play in natural resource

fiscal management in the
United States?

In the United States, Congress passes laws to govern the
extraction of natural resources and the fiscal management
of resulting revenue. Federal agencies, part of the executive
branch, then develop regulations and rules to implement
and enforce those laws. DOI has primary responsibility for
implementing the relevant statutes and regulations. It does
so in consultation with other federal agencies, including

NOAA, EPA, the US Department of Energy (DOE), and others.

US Department of the Interiors

DOI protects and manages the nation’s

natural resources and cultural heritage;
provides scientific and other information about those
resources; and honors its trust responsibilities or special
commitments to American Indians, Alaska Natives, and
affiliated island communities.

Bureaus and offices within DOI fulfill this mission by
serving three primary functions related to natural resource
extraction: (1) managing federal and Indian lands and
natural resources; (2) enforcing regulations and rules;

and (3) collecting, managing, and disbursing revenue from
natural resource extraction on federal and Indian lands.

8 DOI, n.d., https://www.doi.gov/

The following DOI organizations play an important role in
natural resource extraction for onshore federal lands:

The Bureau of Land Management'’s

(BLM)#" mission is to manage and conserve

federal lands for the use and enjoyment of

present and future generations under a mandate
of multiple-use and sustained yield. BLM manages the
exploration, development, and production of natural
resources on federal lands, including lease sales and the
permitting and licensing processes. BLM also ensures that
developers and operators comply with requirements and
regulations. BLM collects revenue in the form of bonuses,
rents, and fees.

The Office of Surface Mining
Reclamation and Enforcement’s
(OSMRE )88 mission is to establish a
nationwide program to protect society and
the environment from the adverse effects of surface coal
mining operations, under which OSMRE is charged with
balancing the nation’s need for continued domestic coal
production with protection of the environment. 0SMRE
works with states and tribes to ensure that citizens and
the environment are protected during coal mining and
that the land is restored to beneficial use when mining is
finished. OSMRE and its partners are also responsible for
reclaiming and restoring lands and water degraded by
mining operations before 1977. OSMRE collects revenue

87 BLM, n.d., http://www.blm.gov/wo/st/en.html
8 OSMRE, n.d., http://www.osmre.gov/about.shtm
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in the form of reclamation fees from companies for the
Abandoned Mine Reclamation Fund, a fund intended to pay
for the cleanup of mines abandoned before 1977.% Interest
earnings on the fund are used to pay for certain United Mine
Workers of America health and retirement funds authorized
by Congress.

The following DOI bureaus play a major role in natural
resource extraction on the Outer Continental Shelf:

The Bureau of Ocean Energy

Management’s (BOEM)* mission is to
promote energy independence, environmental protection,
and economic development through responsible, science-
based management of offshore conventional and renewable
energy and marine mineral resources. BOEM manages
the responsible exploration and development (including
resource evaluation, planning, and leasing) of energy and
mineral resources in federal submerged lands and updates
leasing regulations for the Outer Continental Shelf.”* In FY
2013, BOEM collected $2 million in revenue in the form of
cost recovery fees.

82 OSMRE, “Reclaiming Abandoned Mine Lands,” n.d., http://www.osmre.gov/programs/
aml.shtm

9 BOEM, n.d., http://www.boem.gov/

?1BOEM, “BOEM and the National Environmental Policy Act,” n.d., http://www.boem.gov/
National-Environmental-Policy-Act/

The Bureau of Safety and

Environmental Enforcement’s

(BSEE)?2 mission is to promote safety,
protect the environment, and conserve resources offshore
through vigorous regulatory oversight and enforcement.
BSEE enforces safety and environmental regulations, as
well as updates rules governing operations on the Outer
Continental Shelf. In FY 2013, BSEE collected $70 million in
revenue in the form of fees.

The following DOI office plays an important revenue
management role in natural resource extraction for both
onshore federal and Indian lands, as well as offshore on the
Outer Continental Shelf:

The Office of Natural Resources

Revenue’'s (ONRR)® mission is to collect,

disburse, and verify federal and Indian energy and
other natural resource revenue on behalf of all Americans.
ONRR collects revenue from energy and mineral leases
for both onshore and offshore federal and Indian lands,
manages and disburses revenue to funds and recipients, and
advocates for the interests of Indian mineral owners. In FY
2013, ONRR collected $14.4 billion in revenue in the form of
bonuses, rents, and royalties.

92 BSEE, n.d., http://www.bsee.gov/
%3 ONRR, n.d., http://www.onrr.gov/
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US Department of the Treasury
(“Treasury”)»

The Treasury’s mission is to support economic
growth and stability in the United States and overseas, as
well as protect the US financial system and manage the
federal government’s finances and resources.

The following Treasury bureau plays an important revenue
management role for natural resource extraction, as well as
for all other industries in the United States:

%4 Treasury, n.d., http://www.treasury.gov/Pages/default.aspx

Internal Revenue Service (IRS)»

The IRS’ mission is to assist US taxpayers with

understanding and meeting their tax obligations,

and to enforce the law when taxpayers do not meet
these obligations. The IRS collects corporate income taxes
from C-corporations in the extractive industries, as well as
income taxes from all other companies operating in these
industries. In the 2013 tax year,” the IRS calculated $11.8
billion in corporate income tax receipts from Mining and
Petroleum and Coal Products Manufacturing industries.”

% IRS, n.d., http://www.irs.gov/

76 As used in the IRS Statistics of Income, it applies to the time period when a return is
submitted and sampled for calculation.

971RS, “SOI Tax Stats—Table 7: Corporation Returns with Net Income,” n.d., http:/www.
irs.gov/uac/SOI-Tax-Stats-Table-7-Corporation-Returns-With-Net-Income
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In the United States, citizens, corporations, and public
bodies, such as municipalities, can apply to the federal
government for rights to extract natural resources

from federal lands. The 2015 USEITI Report focuses on
companies, the largest revenue contributors. Unlike many
other countries with significant extractive industries, the
US Government does not own, wholly or in part, oil, gas,
renewable energy, or mining companies.

In awarding rights to companies to extract natural resources
from federal lands, the federal government balances
competing policy goals and interests, and adheres to and
enforces regulations. For the right to extract many natural
resources from federal lands—which are owned by US
citizens—companies pay the federal government revenue.

There are five main phases for how the United States
awards rights to extract natural resources from federal
lands, including how extracting those resources eventually

2015 USEITI Executive Summary —

results in revenue for the public. The image on the next
page includes a description of these phases and DOI
revenue collection.”®

During the plan phase, BLM and BOEM make long-term
plans to identify which federal lands to open for natural
resource extraction. BLM and BOEM operate within the laws
set by Congress, which specify land uses.

In making plans, BLM and BOEM balance the United
States’ energy and economic needs with environmental,
community, and other considerations. BLM’s multiple-
use planning process for coal extraction and BOEM’s
Five-Year Outer Continental Shelf Oil and Gas Leasing
Program are examples of how the federal government
weighs different public interests in planning for how to use
federal lands.

%8 BLM, “Oil and Gas: Hydraulic Fracturing Rule” n.d., http://www.blm.gov/wo/st/en/prog/
energy/oil_and_gas.html; BLM, “What is BLM'’s authority for leasing oil and gas?” n.d.,
http://www.blm.gov/wo/st/en/prog/energy/oil_and_gas/questions_and_answers.html;
and BLM, “Coal Operations” n.d., http://www.bIm.gov/wo/st/en/prog/energy/coal_and_
non-energy.html, http://www.boem.gov/Leasing/
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PLAN

BLM and BOEM
plan which federal
lands to offer for
natural resource
extraction in
accordance with
laws and regula-
tions

The public engages
government
decision makers
about where
extraction may
occur during
periods of public
comment and
public hearings, and
through additional
opportunities for
stakeholder input*

BLM and BOEM
sell companies the
rights to apply to
explore for and to
extract natural
resources

ONRR or BLM
collects a bonus
payment from any
bidder that wins
alease

BLM and BOEM
review and
approve explora-
tion plans submit-
ted by companies

Companies locate
and explore specific
sites within the
leased area for
natural resource
extraction

ONRR or BLM
collects rent
payments from
companies

Extraction Phases: How Natural Resources on Federal Lands Result in DOl Revenue

PRODUCE

Companies devel-
op and extract
natural resources

BLM and BSEE
oversee and
enforce production
measurement for
royalty collection,
lease terms, and
environmental and
safety regulations

ONRR collects
royalty payments
and production
reports from
companies

DEVELOP AND

DECOM-
MISION AND
RECLAIM

Companies remove
structures and
facilities from

sites, and reclaim
the lands

OSMRE oversees
state programs
that enforce the
clean-up and
reclamation of
mine lands

BSEE oversees
reclamation of
sites on federal
offshore lands

*There are other opportunities for public engagement during extraction. Comment periods following leasing notices and other actions, intergovernmental
taskforces, community meetings, and public hearings allow for public feedback.

At this stage, the federal government must often

prepare a programmatic EIS in line with the National
Environmental Policy Act to estimate the impact of the
natural resource extraction program on the environment,
as well as alternatives to the proposed action. The public
has many opportunities to engage with and comment on
environmental and regulatory reviews during this process.

In addition to engaging with environmental and regulatory
reviews, the public can participate in and inform how
natural resources result in DOI revenue by engaging locally
with BLM, BOEM, and intergovernmental natural resource
task forces. For example, BOEM regularly holds community
meetings and public hearings®® with citizens in Alaska.

92 BOEM, “Reaching Out to Alaska Communities,” n.d., http://www.boem.gov/About-BO-
EM/BOEM-Regions/Alaska-Region/Community-Liaison/index.aspx

2015 USEITI Executive Summary — 39


http://www.boem.gov/About-BOEM/BOEM-Regions/Alaska-Region/Community-Liaison/index.aspx
http://www.boem.gov/About-BOEM/BOEM-Regions/Alaska-Region/Community-Liaison/index.aspx
http://www.boem.gov/About-BOEM/BOEM-Regions/Alaska-Region/Community-Liaison/index.aspx
http://www.boem.gov/About-BOEM/BOEM-Regions/Alaska-Region/Community-Liaison/index.aspx

The process of how the federal government awards rights to extract
natural resources from federal lands, and how those resources eventually
result in revenue, differs depending on the resource in question and
whether extraction is taking place onshore or offshore. To learn more
about how different resources result in revenue, visit the online report:
https://useiti.doi.gov/how-it-works/

A June 2013 report from DOI's OIG found that in 80% of coal lease sales in
the Powder River Basin, only one company submitted a bid during 1994-
2013. Since there was little competition for extracting coal during this time
period, calculating fair market value was extremely important to ensuring
the public received a fair price. BLM assesses fair market value based on
the price of coal, current and future demand, shipping and transportation
costs, the quality of the coal, and other factors. The OIG's report made

13 recommendations to improve the leasing process, including using the
department’s Office of Valuation Services to calculate fair market value, as
well as adjusting the calculation to reflect growing demand from China for
US coal. (https://www.doioig.gov/sites/doioig.gov/files/CR-EV-BLM-0001-
2012Public.pdf)

Furthermore, before offering federal onshore lands for
leasing, the Secretary of the Interior may provide 45 days
of notice to the public, including a 30-day period to receive
public comments after the announcement. The Secretary of
the Interior may also provide opportunities for the public
to participate in developing the resource management
plans that ultimately determine which federal lands will be

40 2015 USEITI Executive Summary —

leased.!” These opportunities can include public hearings
and community meetings that inform and direct how
potential extraction activities will affect community life. In
the past, public engagement has helped determine the scope
of extraction projects and has raised environmental issues
and alternatives that were not fully addressed by federal

government proposals.!®

During the lease / claim phase, the federal government,
specifically BLM for onshore lands and BOEM for offshore
lands, sells the rights to apply to explore for, develop, and
extract natural resources on federal lands. This sale of rights
is called a lease. However, in the case of mining hardrock
minerals, applicants pay a set fee to stake a claim rather
than bid on a lease. Leases and claims do not last forever;
for example, a lease could last for 10 or 40 years, during
which time the lease holder must demonstrate progress in
extracting natural resources. When leases and claims expire,
the rights return to the federal government.

The laws and statutes that govern natural resource
extraction in the United States have created safeguards

in the leasing process to protect the public’s interest. For
example, all oil and gas leases, both onshore and offshore,
as well as almost all coal leases, go through a competitive

190 Congressional Research Service, “Energy Projects on Federal Lands: Leasing and Autho-
rization,” p. 4-5, Adam Vann, February 1,2012, http://fas.org/sgp/crs/misc/R40806.pdf

1012012 Qil, Shale & Tar Sands Programmatic EIS, “Public Involvement,” n.d., http://ostseis.
anl.gov/involve/index.cfm
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leasing process. A competitive leasing process is open to In both the competitive and noncompetitive leasing

interested bidders, and multiple parties can bid on and processes, either BLM (for onshore resources) or ONRR
compete for a single lease. The government awards the (for offshore resources) collects the bid from the winning
lease to the highest bidder, so long as that bidder meets its company, called a bonus payment, as well as the first year’s
requirements (for example, the bidder for a federal coal rent for the lease.

lease cannot hold an existing federal coal lease for more
than 10 years that has not produced commercial quantities
of coal). Leasing for fossil fuels becomes noncompetitive
when only one party bids on an oil and gas lease or when a
parcel of land for coal leasing is surrounded by a company’s

A December 2013 report from GAO found that the BLM guidance allows
for flexibility in how state offices estimate fair market value, and that
offices vary in their approach for coal. Some offices only consider recent

o o , comparable sales, while others also estimate future revenue. Furthermore,
existing mining operation.

the report found that some state offices were falling short on documenting
As an additional safeguard to get the public a fair price, the and reviewing fair market value determinations. (http://www.gao.gov/
federal government cannot accept any bid (even if there is assets/660/659801.pdf)

only one bid) for an oil, gas, or coal lease if it does not meet
or exceed the fair market value. The fair market value is

the fair price that the federal government’s analysis shows
an applicant would bid given the geological resources in
the land. The measure of the land’s fair market value is
based on the federal government’s estimate of the price the
land would sell for in a competitive market. For offshore
lands, BOEM conducts the fair market value analysis after
opening each sealed bid to make sure the apparent winner’s
bid is high enough. BOEM looks for evidence of market
competition and estimates the tract value. For onshore
lands, BLM estimates the fair market value prior to a

lease sale. Different state offices use different approaches,
including using recent comparable sales and estimating the
future value of the natural resources in question. After BLM
has determined the fair market value, the bureau conducts

During the explore phase, the lease holder must obtain
licenses and permits from federal, state and local, and
potentially tribal agencies to explore for natural resources.
Exploration is the process of discovering the specific
location, quantity, and quality of natural resources on
claimed or leased lands. Exploration typically takes place
after the lease is secured, but in some instances, exploration
by multiple parties is permitted before the lease is sold in
order to increase competition in the bidding process.'** To

hve auctions fOI‘ leases. 102 BLM, “BLM Colorado Coal: Coal Exploration Licenses,” n.d., http://www.blm.gov/co/st/

en/BLM_Programs/minerals/Coal.html#Coal_Exploration_Licenses
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apply for an exploration permit, companies must submit
an exploration plan detailing all planned exploration
activities, including timing, location, method, and potential
environmental impact. For onshore lands, BLM evaluates
exploration plans and issues exploration permits to
companies. For offshore lands, BOEM evaluates exploration
plans and BSEE issues exploration permits.

The exploration process varies between natural resources,
but most exploration requires extensive geological expertise
and technical capacity. Companies use many exploration
techniques, including magnetic surveying, seismic mapping,
sample analysis, and drilling exploratory wells. Exploration
is more difficult and expensive offshore than onshore; as a
result, the exploration phase for offshore natural resources
usually takes longer than for onshore natural resources. For
example, an onshore permit to drill for oil and gas expires
after two years;'% the exploration period for offshore oil
and gas leases ranges from five to ten years depending on
the depth of water and the presence of adverse conditions
such as hazardous weather.! During the exploration period,
companies pay annual rent set in the lease terms on the
claimed or leased lands to the federal government, which is
collected by ONRR or BLM.

103 BLM, “Surface Operating Standards and Guidelines for Oil and Gas Exploration and
Development (The Gold Book),” 2007, http://www.blm.gov/wo/st/en/prog/energy/
oil_and_gas/best_management_practices/gold_book.html

104 BOEM, “Resource Evaluation Glossary,” n.d., http://www.boem.gov/Resource-Evalua-
tion-Glossary/
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During the develop and produce phase, the lease holder,
after locating resource deposits, must obtain licenses and
permits from federal, state and local, and potentially tribal
agencies to develop and extract natural resources. The
federal government issues grants during the extraction
process, including rights of way and rights of easement.
These grants allow companies to build support structures
for extraction operations on federal lands.

For oil, gas, and coal, once a company wins a lease and starts
developing and extracting, ONRR collects revenue from the
extraction process in royalties. To facilitate accurate royalty
collections, companies are required to file production
reports and royalty reports with ONRR.}® In addition, BSEE
requires oil and gas companies to use specific metering
technology to accurately measure production.’’¢ BLM
recently committed to updating its oil and gas regulations
to increase the accuracy of measuring and reporting
production quantities.!”” During this phase, BLM and BSEE
also conduct both announced and unannounced in-person
inspections of production operations to enforce lease terms.

195 ONRR, “Reporting & Paying,” July 20, 2015, http://onrr.gov/ReportPay/default.htm

106 BSEE, “National Notice to Lessees and Operators of Federal Oil and Gas Leases, Outer
Continental Shelf July 15,2012, http://www.bsee.gov/uploadedFiles/BSEE/Regula-
tions_and_Guidance/Notices_to_Lessees/2012/NTL2012-N03.pdf

17 GAO, “Management of Federal Oil and Gas Resources: What We Found: Royalty
Determination and Collection,” 2015, http://www.gao.gov/highrisk/management_feder-
al_oil_gas/why_did_study#t=1
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DECOMMISSION AND RECLAIM

During the decommission and reclaim phase, the lease
holder must remove all facilities and structures following
the terms of the lease, as well as take steps to return federal
lands to an environmentally and economically sound state.
The government often holds a bond, paid upfront by the
company, as insurance that the lease holder will comply
with all regulations and appropriately decommission the
project and reclaim the site.

In the case of coal, OSMRE oversees state programs to
enforce restoring mine lands following the end of a mining
operation. BLM also oversees shut-in and abandoned oil and
gas production sites so that they are reclaimed properly.

While most natural resources on federal lands where
extraction generates revenue travel through these five
phases, the details of the process differ by resource, as well
as whether extraction happens onshore or offshore.

Where can the public learn
more about specific leases to
extract natural resources from
federal lands?

Public information about who has applied for and received
exploration and development rights, as well as under what
terms, varies by natural resource and by the federal bureau
responsible for managing it. For example, BOEM maintains
a public database of PDF copies of offshore leases. BLM
manages leasing through state and regional field offices;
copies of leases for onshore resources are only available in
BLM field offices.

The EITI requires that participating countries maintain

a register of licenses for natural resource extraction that
meets certain criteria. The following provides an overview
of publicly available information regarding different types of
licenses (leases, in particular), links to public information,
and a checklist of EITI criteria that must be met:
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Registers of Licenses in the United States

Natural Resource Rights

Leases for offshore natural resources,
including oil and gas and other
minerals, as well as renewable energy
resources (information on plans,
permits, and right of ways

also available)

The public can view information related
to leases (and sometimes the leases
themselves), issued for resources on
the Outer Continental Shelf by visiting
BOEM'’s leasing information page! and
BSEE’s database?

Adherence to EITI Criteria for

Standard 3.9 Register of Licenses

v/ Lease holder
v/Coordinates of lease area
v'Date of application
v'Date of award
v'Duration

v Commodity produced

Register of leases and rights of way for
onshore natural resources, including
oil and gas, coal, solar energy, wind
energy, and geothermal energy
(information on permits, contracts,
grants, and agreements also available);
information on unpatented mining
claims included

The public can see whether a lease
was issued for oil and gas, if lands were
nominated for a geothermal sale, the
total applicants for a wind energy
development project, or the number of
solar right-of-way actions processed
or granted by visiting BLM’s Land &
Mineral Legacy Rehost 2000 System
(LR2000) database®

vLease/right of way/project holder
or applicant

v'Coordinates of lease area
(state only for oil and gas, township for
geothermal)
v'Date of application (for some commodities)
v'Date of award

v'Duration (for some commodities)

v’ Commodity produced

1BOEM, “Leasing Information,” n.d., https://www.data.boem.gov/homepg/data_center/leas-

ing/leasing.asp

2BSEE, “Public Information Query for Active-Inactive-Leases,” n.d., https://www.data.bsee.
gov/homepg/data_center/other/WebStore/pimaster.asp?appid=11

SBLM, “BLM'’s Land & Mineral Legacy Rehost 2000 System (LR2000),” n.d., http://www.bIm.

gov/Ir2000/
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In the case of offshore natural resources, the public can also different fees to BLM, BSEE, and BOEM, often to reimburse

learn the process for leasing in individual sales, the technical the federal government for costs associated with awarding,

and financial criteria used, and the bidders involved. BOEM’s administering, and enforcing leases. For extracting locatable
regional leasing pages for Alaska'®, the Gulf of Mexico'®, hardrock minerals on federal lands, companies pay fees, but
and the Pacific!® contain this information, as well as BOEM’s not royalties under the Mining Law of 1872. For an overview

lease and grant information page.'!!

To learn more about the national revenue classification system
in the United States, visit here (http://www.irs.gov/irm/part4/
irm_04-001-005.html)

To learn more about the International Monetary Fund’s

international revenue standards, visit here (http://www.imf.org/
external/np/sta/gfsm/) and to learn more about the Code of Good
Practices on Fiscal Transparency, visit here (https://www.imf.org/
external/np/fad/trans/code.htm)

When companies extract natural resources on federal
onshore lands and the Outer Continental Shelf, they pay

revenue to DOL. In general, for extracting fossil fuels and
renewable resources, companies pay bonuses, rents,
royalties, or fees and penalties (if incurred) to ONRR,
and in some cases bonuses and rents to BLM. Royalties, a of revenue streams and statutory and regulatory rates by
percentage of the sales value of extracted resources, make natural resource, please see the chart on the next page.

up most of the revenue paid to DOI. Lease holders also pay

Corporations operating in the extractive industries also

198 BOEM, “Alaska Region Leasing,” n.d., http://www.boem.gov/Alaska-Region-Leasing/ pay taxes to the IRS on their income. These companies pay

199 BOEM, “Gulf of Mexico Region Leasing Information,” n.d., http://www.boem.gov/
Gulf-of-Mexico-Region-Leasing-Information/

110 BOEM, “Pacific OCS Region Lease Management,” n.d., http://www.boem.gov/Pacif- extract natural resources from federal, state, or pl‘iVately
ic-Lease-Management/ held lands, inside or outside of the United States, so long

federal corporate income taxes regardless of whether they

11 BOEM, “Lease and Grant Information,” n.d., http://www.boem.gov/Lease-and-Grant-In- . .
formation/ as they have a liability. These companies also pay taxes on
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Select Federal Revenue Streams and Statutory and Regulatory Rates

Natural Resource DOI Revenue Streams and Rates! During Extraction on Federal Lands and Waters Additional Federal Revenue
Category Securing a Lease or Claim Pre-Production During Production

W Onshore
Oil and Gas Offshore
Fossil Fuels
Surface
Subsurface
Public Domain
Lands
Nonenergy
Minerals
Hardrock Acquired Lands
Minerals
Onshore
(solarand
wind)
Renewable
Energy
Solar and
Wind Energy® [EiSlees
(wind)

Bonus: amount paid for the
lease by the highest bidder

Bonus: amount paid for the
lease by the highest bidder

Bonus?: amount paid for the
lease by the highest bidder

Bonus? amount paid for the
lease by the highest bidder

$20 Processing Fee
$37 Location fee
$155 Initial Maintenance Fee

$6,500 Prospecting Permit Fee

Bonus: amount paid for the
lease by the highest bidder
(inside designated leasing
areas)

$15 per acre Application Filling
Fee (outside designated leasing
areas)

Bonus: amount paid for the
lease by the highest bidder
(competitive lease)

$0.25 per acre for Acquisition
Fee (uncompetitive lease)

$1.50 annual rent per acre for
the first 5 years

$2.00 annual rent per acre
thereafter

$7.00 or $11.00 annual

rent per acre increasing over
time up to $44.00 per acre in
some cases

$3.00 annual rent per acre

$3.00 annual rent per acre

$155 Annual Maintenance Fee
per claim

$0.50 Annual Prospecting Fee
per acre

$1.00 annual rent per acre

Rent determined by acreage
and land value

$3.00 annual rent per acre

12.5% of production value
inroyalties

12.5%, 16.7%, or 18.75% of
production value in royalties

12.5% of production value in
royalties

$0.282 per ton Abandoned
Mine Land Fee

8% of production in royalties

$0.123per ton in Abandoned
Mine Land Fee

No royalties are required to
be paid*

Royalty rates are exempt
from minimums and
determined on an individual
case basis by the authorized
leasing officers

$6.21¢Megawatt Capacity
Fee per KW from wind

$3.55-$5.32” Megawatt
Capacity Fee per KW from
solar

2%, unless otherwise
specified or waived, of
anticipated value of
wind energy produced in
Operating Fee

Income Tax: C-corporations
pay income taxes to the IRS.
Depending on company income,
federal corporate income tax
rates can range from 15-35%.
Public policy provisions, such as
tax expenditures can decrease
corporate income tax and other
revenue payments in order to
promote other policy goals.

1Though some of these rates are determined by statute or in regulations developed by the DOI, companies may pay lower effective rates due to tax expenditures or discretionary adjustments by DOI bureaus.
2For coal, companies pay one fifth of the bonus amount immediately when granted a lease. Companies pay each of the remaining fifths in each of the following four years.
3If the gross value per ton of the coal removed is less than 10 times the rate of the fee, the Abandoned Mine Lands Fee operates at an ad valorem rate of 10% of the gross value of the coal mined per ton.
4Mining locatable hardrock minerals falls under The General Mining Act of 1872 which does not require royalty payments.
5Mining hardrock minerals on acquired lands is exempt from minimum production and minimum royalty requirements under Title 43 in the Code of Federal Regulations.

¢ For wind energy, proposed fee of $6,209 per MW.

7 For solar energy, proposed fee ranging from $3,548-$5,322 per MW.
8 All values are for BLM’s proposed rule available in the federal registrar here: http://www.bIm.gov/style/medialib/blm/wo/MINERALS__REALTY__AND_RESOURCE_PROTECTION_/energy/solar_and_wind.Par.4208.File.dat/
Solar%20and%20Wind%20Competitive%20Leasing%20Proposed%20Rule.pdf
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income stemming from extracting natural resources and
processing them into other products and commodities.
There are different types of companies operating in these
industries, with different ownership structures, and as a
result, they are treated as different taxpayers. Specifically,
there are:

e C-corporations with many shareholders who own the
company; these companies pays corporate income
taxes to the IRS

e S-corporations with 100 shareholders or less who own
the company; shareholders pay personal income taxes
to the IRS

o Partnerships'? where two or more members own the
business; members individually pay income taxes to
the IRS

o Sole proprietorships with one individual owner; the
individual owner pays personal income tax to the IRS

Only income taxes from C-corporations are included in the
2015 USEITI Report.

Revenue Policy Provisions

While royalty rates can reach as high as 18.75%, and the
federal corporate income tax rate can reach as high as
35% depending on company income, companies may pay
less than these rates. Revenue policy provisions, including
royalty relief and tax expenditures, can result in smaller

112 Partnerships can include C-corporations, tax-exempt entities, and trusts.

revenue and tax payments to the federal government in
order to promote other policy goals.

Royalty Relief

In order to incentivize companies to produce additional oil
and gas on certain leases on the Outer Continental Shelf
where extraction is anticipated to be unprofitable, the
federal government may grant some lease holders royalty
relief. Royalty relief means that these lease holders do not
have to pay royalties on some amount of production, or
they pay a smaller percentage of royalties, for the oil and
gas they extract. There are four situations in which a lease
holder may gain royalty relief either within the lease terms
or through an application process:

o Leases in deep waters with depths greater than 200
meters in the Gulf of Mexico'®

e Leases in shallow waters with depths under 400
meters for deep gas production

e Leases towards the end of their lives in which halving
royalties would encourage additional production

e Special cases in which continued production under
existing terms is projected to be unprofitable

In some situations, if oil and gas prices rise above
certain thresholds, lease holders that previously gained
royalty relief must start paying royalties at the regular
rate once again.

113 This type of relief has not been offered in several years, though existing leases do
include this type of relief currently.
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“Tax expenditures are defined in the law as ‘revenue losses
attributable to provisions of the federal tax laws which allow
a special exclusion, exemption, or deduction from gross
income or which provide a special credit, a preferential rate
of tax, or a deferral of tax liability. These exceptions may be
viewed as alternatives to other policy instruments, such as
spending or regulatory programs.”!**

The Treasury estimates the total dollar amount of each tax
expenditure in a given year, and publishes a report!s of
these estimates.!*®

The Treasury provides estimates for five expenditures
related to extracting fossil fuels. For FY 2013, expensing of
exploration and development costs for fuels was the largest
expenditure out of these five, totaling $550 million.!"’

The Treasury provides estimates for four tax expenditures
targeted at developing renewable energy. For FY 2013,
the energy investment credit was the largest out of those
four, totaling $2 billion. The energy production credit

14 Treasury, “Tax Expenditures,” n.d., http://www.treasury.gov/resource-center/tax-policy/
Documents/Tax-Expenditures-FY2017-Revised.pdf

15 Treasury, “Tax Expenditures,” n.d., http://www.treasury.gov/resource-center/tax-policy/
Pages/Tax-Expenditures.aspx

116 Tax expenditure estimates do not necessarily equal the increase in federal revenue
(or the change in the budget balance) that would result from repealing these special
provisions.

17 Treasury, “Tax Expenditures,” Table 14-1, “Estimates of Total Income Expenditures for

Fiscal Years 2013-2019," n.d., http://www.treasury.gov/resource-center/tax-policy/
Documents/Tax-Expenditures-FY2015.pdf
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was the second largest, totaling
$1.7 billion,"'®

The Treasury provides estimates
for two tax expenditures related to
extracting nonenergy minerals. For
FY 2013, the excess of percentage-
over-cost depletion for nonenergy
minerals was the largest out of

those two, totaling $580 million.**?

The budget of the US Government

also includes annual estimates

of the net revenue effects of

eliminating a wider range of fossil

fuel related tax expenditures

outlined in the Treasury’s report,

“United States—Progress Report

on Fossil Fuel Subsidies.”*?

When added together, eliminating

fossil fuel tax expenditures would

decrease the US deficit by $4.4

billion a year on average over a 10-year budget window, per
estimates in the White House report titled, “Fiscal Year 2016

118 Treasury, “Tax Expenditures,” Table 14-1 “Estimates of Total Income Expenditures for
Fiscal Years 2013-2019," n.d., http://www.treasury.gov/resource-center/tax-policy/
Documents/Tax-Expenditures-FY2015.pdf

119 |bid.

120 Treasury, “United States Progress Report on Fossil Fuel Subsidies,” n.d., http://www.
treasury.gov/open/Documents/USA%20FFSR%20progress%20report%20to%20
G20%202014%20Final.pdf
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Mid-Session Review, Budget of the US Government.”'?! The
report did not include estimates of the effects of eliminating
renewable and nonenergy mineral tax expenditures.

Visit the online report to learn more about tax
expenditures relevant to the extractive industries,
including the definitions of different expenditures and FY
2013 total dollar estimates.

121 The White House, “Fiscal Year 2016 Mid-Session Review: Budget of the US Govern-
ment,’ Table S-8, “Mandatory and Receipt Proposals,” p. 56, July 14, 2015, https://www.
whitehouse.gov/sites/default/files/omb/budget/fy2016/assets/1é6msr.pdf
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Wh ere d 0es ]ced era | revenue go? disbursed $14.224 billion in DOI revenue. The recipient

of these funds depends on whether the revenue is derived

Once collected, the federal government distributes revenue from onshore or offshore natural resource extraction.
from natural resource extraction for public use in a variety
of ways. Federal corporate income taxes go to the General DOI Onshore Revenue Distribution

Fund of the Treasury (the “General Fund”), and Congress
determines how to allocate these resources each year
through the appropriations process.

In FY 2013, ONRR disbursed $5.141 billion in revenue
from natural resource extraction on federal and Indian
lands. ONRR disbursed this revenue across recipient
In comparison, DOI revenue from extraction on federal lands entities as follows:

goes to many different funds and entities. In FY 2013, ONRR

FY 2013 ONRR Disbursements from Onshore Natural Resource Extraction on
Federal and Indian Lands!

Funds disbursed to the Treasury go to the General Fund, which $470 million
is the federal government’s basic operating fund. The General (9% of federal onshore
Fund pays for roughly two-thirds of all federal expenditures, disbursements)

including the US military, national parks, and schools.

The Reclamation Fund
$1.592 billion

(31% of federal onshore
disbursements)

Established by Congress in 1902 to pay for Bureau of
Reclamation projects, this fund supports the establishment of
critical infrastructure projects like dams and power plants.

$1.964 illon
Funds disbursed to states fall under the jurisdiction of each (38% of federal onshore \
state, and each state determines how the funds will be used. disbursements) $1592 B

Indian Tribes

$933 million $1.964 B

(18% of federal onshore
disbursements)

ONRR disburses 100% of revenue collected from resource
extraction on American Indian lands back to the Indian tribes
and individual Indian land-owners.

Certain onshore funds are directed back to the federal

agencies that administer these lands (e.g., BLM, US Fish and $182million
Wildlife Service, and US Forest Service) to help cover the (4% of federal onshore "ONRR, StE:('Sztgf;'”fzr':at'onv search criteria: d';b”’seperl‘tsv
agencies’ operational costs. The Ultra-Deepwater Research disbursements) summary, »nd, http/statistics.onrr.gov/ReportTool.aspx

Program and the Mescal Settlement Agreement also receive
$50 million each.
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In addition to the funds ONRR disbursed, OSMRE disbursed
over $322 million from the Abandoned Mine Reclamation
Fund in FY 2013 to 24 states and three tribes. States and
tribes use these funds to reclaim mine lands abandoned
from mining operations prior to 1977.

FY 2013 AML Fees Mandatory Distribution to States!
$70

$60

$50

$40
Millions

$30
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$0

PA WV KY IL OH IN WYMT VA CO

IN ADDITION TO THESE STATES, THE
CROW TRIBE RECEIVED $1.7 MILLION,
THE HOPI TRIBE $1.3 MILLION, AND THE
NAVAJO TRIBE $6.8 MILLION.

NM TX UT ND AK AR IA KSMDMOOK TN LA MS
State

1OSMRE, “FY2013 AML Grant Distribution,” n.d., http://www.osmre.gov/resources/grants/docs/FY 13GrantDist.pdf
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