
Crude Oil And Natural Gas Production In
Federal And Non Federal Areas: Unveiling The
Untapped Potential
Crude oil and natural gas are valuable resources that power our modern world.
With global demand soaring, it is crucial to understand the dynamics of their
production and distribution. In this article, we dive deep into the topic, exploring
the differences between production in federal and non-federal areas and
uncovering the untapped potential that lies within.

The Rich Reserves Beneath Our Feet

Underneath the surface, hidden from view, vast reserves of crude oil and natural
gas lie waiting to be extracted. These energy resources have the potential to
transform economies and drive growth. However, the production and distribution
of these resources depend on a complex interplay of factors, including
geography, policy, and regulations.

Understanding Federal and Non-Federal Areas

Production of crude oil and natural gas can occur in both federal and non-federal
areas, each governed by distinct regulations and policies.
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Federal Areas: These are lands and waters owned or managed by the federal
government. They include regions such as offshore territories, national parks,
wildlife refuges, and Native American tribal lands. The Bureau of Land
Management (BLM) and the Department of Energy (DOE) play a key role in
overseeing energy resource development in these regions.

Non-Federal Areas: These areas are privately owned or managed by state
governments. They encompass farmlands, private estates, and state parks,
among others. The regulations and policies governing resource production in
non-federal areas vary from state to state.

Shaping the Production Landscape: Federal Regulations and
Policies
The federal government plays a crucial role in the extraction of crude oil and
natural gas from federal areas. Regulations and policies set by federal agencies
impact the production landscape.

Lease Sales: The federal government holds regular lease sales, granting energy
companies the rights to explore, develop, and extract oil and gas resources in
federal areas. These lease sales generate significant revenue and contribute to
national energy security.

Policies on Offshore Drilling: Offshore drilling is a significant component of
crude oil and natural gas production. The federal government establishes policies
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and regulations to ensure safe and environmentally responsible practices in these
operations. Recent developments and advancements in technology have
expanded the potential for offshore drilling.

The Non-Federal Advantage: State Policies and Regulations

While federal regulations have a broad impact, the policies and regulations in
non-federal areas are equally influential.

Varying Regulations: States have the authority to establish their own regulations
and policies surrounding crude oil and natural gas production. This flexibility
allows states to adapt to local requirements and foster economic growth while
ensuring environmental protection.

Royalties and Taxes: States have the autonomy to set royalty rates and taxes
on crude oil and natural gas production within their boundaries. These rates
directly impact the profitability and attractiveness for energy companies to invest
in non-federal areas.

Unlocking the Untapped Potential

Examining the potential production capacity in both federal and non-federal areas
reveals promising prospects for meeting the growing demand for crude oil and
natural gas.

Federal Areas: Tapping into Offshore Abundance

Offshore territories under federal jurisdiction hold vast reserves of crude oil and
natural gas. However, regulatory complexities and environmental concerns have
limited their exploration and development.



Recent advancements in extraction techniques and safety measures have
provided an opportunity to unlock this offshore abundance. Innovations such as
directional drilling and improved rig design have made deepwater drilling
economically viable and environmentally sustainable. By leveraging these
advancements, the federal government can tap into the untapped potential of
offshore reserves.

Non-Federal Areas: State-driven Expansions
The flexibility of regulations and policies in non-federal areas allows individual
states to tailor their approach to resource production according to their unique
circumstances.

States with abundant natural resources, such as Texas, Oklahoma, and North
Dakota, have seen significant growth in crude oil and natural gas production.
These states have implemented favorable policies and streamlined regulations,
attracting investment and fostering innovation in extraction methods.

Ensuring Sustainable Development

As we unlock the untapped potential in both federal and non-federal areas, it is
paramount to prioritize sustainable development and environmental stewardship.

Technological advancements and best practices in extraction techniques are
minimizing the environmental impact, mitigating risks, and ensuring the long-term
sustainability of crude oil and natural gas production. It is crucial for federal and
state agencies to work collaboratively, monitoring and enforcing stringent
regulations to protect our ecosystems for future generations.

In



The production of crude oil and natural gas in both federal and non-federal areas
is crucial for meeting global energy demand. Understanding the dynamics and
differences between these areas provides insights into the untapped potential
that lies beneath the surface.

By leveraging advancements in technology, expanding offshore drilling
capabilities, and fostering state-driven expansions in non-federal areas, we can
unlock the vast reserves and drive sustainable growth. As we navigate the path to
a cleaner energy future, it is essential to strike a balance between meeting our
energy needs and minimizing our environmental impact.

Together, we can unveil the untapped potential of crude oil and natural gas
production, ensuring a brighter and more sustainable future for all.
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In 2012, oil prices ranged from $80 to $110 per barrel (West Texas Intermediate
spot price) and remain high in early 2013. Congress is faced with proposals
designed to increase domestic energy supply, enhance security, and/or amend
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the requirements of environmental statutes. A key question in this discussion is
how much oil and gas is produced each year and how much of that comes from
federal and non-federal areas. On non-federal lands, there were modest
fluctuations in oil production from fiscal years (FY) 2008-2010, then a significant
increase from FY2010 to FY2012 increasing total U.S. oil production by about 1.1
million barrels per day over FY2007 production levels. All of the increase from
FY2007 to FY2012 took place on non-federal lands, and the federal share of total
U.S. crude oil production fell by about seven percentage points.

Natural gas prices, on the other hand, have remained low for the past several
years, allowing gas to become much more competitive with coal for power
generation. The shale gas boom has resulted in rising supplies of natural gas.
Overall, U.S. natural gas production rose by four trillion cubic feet (tcf) or 20%
since 2007, while production on federal lands (onshore and offshore) fell by about
33% and production on non-federal lands grew by 40%. The big shale gas plays
are primarily on non-federal lands and are attracting a significant portion of
investment for natural gas development.

The number of producing acres may or may not be a function of how many acres
are leased, and the amount of acres leased may or may not correlate to the
amount of production, but in recent years, some members of Congress have
proposed a $4/acre lease fee for non-producing leases. This proposal grew out of
the efforts to open more public land and water (offshore) for oil and gas drilling
and development when gasoline prices spiked in 2006-2008. Some in Congress
noted that there were many leases they believed were not being developed in a
timely fashion, while at the same time, others in Congress were pushing for
greater access to areas off-limits (such as the Arctic National Wildlife Refuge
(ANWR) and areas under a leasing moratoria offshore). Higher rents for offshore



leases were imposed by the Secretary of the Interior in 2009 to discourage
holding unused leases and to move more leases into production if possible.

Another major issue that the 113th Congress may seek to address is streamlining
the processing of applications for permits to drill (APDs). Some members contend
that this would be one way to help boost energy production on federal lands. After
a lease has been obtained, either competitively or non-competitively, an
application for a permit to drill (APD) must be approved for each oil and gas well.
Despite the new timeline for review (under the Energy Policy Act of 2005, P.L.
109-58), it took an average of 307 days for all parties to process (approve or
deny) an APD in 2011, up from an average of 218 days in 2006. The difference,
however, is that in 2006 it took the BLM an average of 127 days to process an
APD, while in 2011 it took BLM 71 days. In 2006, the industry took an average of
91 days to complete an APD, but in 2011, industry took 236 days. The BLM
stated in its FY2012 and FY2013 budget justifications that overall processing
times per APD have increased because of the complexity of the process.
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