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Introduction

$PHULFDQV�)LUVW��(QHUJ\�&RPSDQ\�3UR¿WV�6HFRQG

Domestic oil and gas are valuable resources not only to oil and gas companies, but to consumers and 
the health of our overall economy.  Unfortunately, due to a combination of wasteful industry practices 
and lax federal policies, last year between 111.8 and 133.1 million mcf1 of natural gas produced 
RQ�IHGHUDO�SXEOLF� ODQGV²LI�QRW�PRUH²ZDV�YHQWHG�RU�ÀDUHG�RII�EHIRUH� LW�HYHU� IRXQG� LWV�ZD\� LQWR� WKH�
energy market. That much wasted gas could meet the needs of enough American homes to equal 
the population of Los Angeles or Chicago for an entire year.  And because the American public owns 
the gas produced on public lands, oil and gas companies avoided at least $54-$64 million in royalty 
payments owed to taxpayers that go to fund federal, state and local needs. 

)ODULQJ�LV�QRW�OLPLWHG�WR�IHGHUDO�ODQGV���%HFDXVH�PRVW�RI�WKH�FXUUHQW�SUR¿WDEOH�RLO�DQG�JDV�UHVRXUFHV�DUH�
ORFDWHG�XQGHU�QRQ�IHGHUDO�ODQGV��ÀDULQJ�DQG�YHQWLQJ�LV�D�PXFK�ODUJHU�SUREOHP���6RPH�HVWLPDWHV�SODFH�
WKH�YDOXH�RI�QDWXUDO�JDV�ÀDUHG�RU�YHQWHG�QDWLRQZLGH�HYHU\�\HDU�DW�RYHU����ELOOLRQ���7KHVH�HVWLPDWHV�
are most likely low, however, as recent reports suggest that in North Dakota alone, industry is 
wasting over $100 million in gas per month.2  All this while families across the country experienced an 
unusually harsh 2013-14 winter, and paid record propane prices due to shortages that even triggered 
congressional hearings.3  With natural gas an increasingly important resource for American industry 
and in geopolitics, the vast scale of this current waste is particularly glaring. 

Despite promises from oil and gas companies that they will clean up their act, the problem is getting 
VLJQL¿FDQWO\�ZRUVH�HDFK�\HDU���8QOHVV�VWURQJHU�SROLFLHV�DUH�GHYHORSHG�WR�FXUE�WKLV�ZDVWH��$PHULFDQ�
taxpayers could conservatively lose almost $800 million over the next decade due to natural gas being 
ÀDUHG�RU�YHQWHG�IURP�IHGHUDO�ODQGV�4 The Department of the Interior and Bureau of Land Management 
(BLM) have an important opportunity to curb the wasting of these valuable public resources, and a 
responsibility to do so effectively and expeditiously. 
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1HZ�'DWD�&RQ¿UPV�WKDW�7D[SD\HUV�DUH�/RVLQJ�0LOOLRQV�RI�
Dollars Each Year Due to Wasteful Drilling and Production 
Practices on Federal Lands
 
5HFHQWO\�UHOHDVHG�2I¿FH�RI�1DWXUDO�5HVRXUFHV�5HYHQXH��2155��GDWD�IRU������VKRZV�WKDW�RLO�DQG�JDV�
FRPSDQLHV�ÀDUHG�RU�YHQWHG�����PLOOLRQ�PFI�RI�QDWXUDO�JDV�ZLWKRXW�SHUPLVVLRQ���7KHVH�XQDXWKRUL]HG�
releases require operators to pay royalties to the federal government; in 2013, the ONRR estimated 
WKDW�������PLOOLRQ� LQ�QDWXUDO�JDV� �WRWDO�VDOHV�YDOXH��ZDV� ORVW�GXH� WR�XQDXWKRUL]HG�ÀDULQJ�RU�YHQWLQJ�
activity on federal lands.  This represents an exponential increase in the amount of known natural gas 
ÀDUHG�RU�YHQWHG�RYHU�WKH�SDVW�VHYHUDO�\HDUV��DV�VKRZQ�LQ�WKH�JUDSK�EHORZ��

 

 
6RXUFH��KWWS���VWDWLVWLFV�RQUU�JRY�5HSRUW7RRO�DVS[ 

7KDW¶V�MXVW�WKH�WLS�RI�WKH�LFHEHUJ��KRZHYHU��DV�WKH�*RYHUQPHQW�$FFRXQWDELOLW\�2I¿FH��*$2���UHFHQWO\�
reported that federal agencies, including the BLM, are likely underestimating—by as much as 30 
RU�PRUH�WLPHV�LQ�PDJQLWXGH²WKH�DPRXQW�RI�QDWXUDO�JDV�WKDW�LV�ORVW�WR�ÀDULQJ�RU�YHQWLQJ�RQ�RQVKRUH�
federal lands.5  To gain a more accurate picture, in 2008, the Environmental Protection Agency (EPA) 
HVWLPDWHG�WKDW������RI�DOO�QDWXUDO�JDV�SURGXFHG�WKURXJK�RQVKRUH�IHGHUDO�OHDVHV�ZDV�YHQWHG�RU�ÀDUHG��
ZKLOH�D�*$2�DQDO\VLV�RI�GDWD�RQ�¿YH�SURGXFWLRQ�EDVLQV� LQ� WKH�PRXQWDLQ�ZHVW� LQ������ LQGLFDWHG�DV�
PXFK�DV����RI�DOO�QDWXUDO�JDV�SURGXFHG�ZDV�YHQWHG�RU�ÀDUHG�6  According to the ONRR, a total of 2.7 
billion mcf of natural gas was produced on onshore federal lands in 2013.  Thus, based on the EPA 
DQG�*$2¶V�¿QGLQJV��EHWZHHQ�������PLOOLRQ�PFI�DQG�������PFI�RI�QDWXUDO�JDV�PD\�KDYH�EHHQ�ZDVWHG�
WR�ÀDULQJ�RU�YHQWLQJ�GXULQJ�WKDW�WLPH���

Gas Flared/Vented (mcf)
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*LYHQ�WKDW�WKH�DYHUDJH�+HQU\�+XE�6SRW�SULFH�SHU�PFI�QDWXUDO�JDV�ZDV�������LQ������7 we can project 
that the sale of this gas would have generated between $427.2 million and $508.6 million in sales and 
between $53.4 million and $63.6 million in federal royalties.  And even this estimate may be low, as 
WKH�DERYH�FKDUW�FOHDUO\�VKRZV�DQ�H[SRQHQWLDO�LQFUHDVH�LQ�ÀDULQJ�DQG�YHQWLQJ�LQ�UHFHQW�\HDUV�FRPSDUHG�
to 2006 and 2008 when EPA and GAO calculated that 4.2% and 5% estimate.  To put this in context, 
WKH�PRVW�UHFHQW�HVWLPDWHV�LQ�SODFHV�OLNH�1RUWK�'DNRWD�SXW�ÀDULQJ�DQG�YHQWLQJ�ORVVHV�DW�URXJKO\�����
DQG������6R��WKH�YDOXHV�FDOFXODWHG�KHUH�PD\�\HW�EH�PDJQLWXGHV�VPDOOHU�WKDQ�WKH�ZDVWH�WKDW¶V�DFWXDOO\�
occurring.8

7KH�%/0�LV�QRZ�FRQVLGHULQJ�D�QHZ�VWHS�WR�DGGUHVV�WKH�ZDVWH�RI�QDWXUDO�JDV�IURP�YHQWLQJ�DQG�ÀDULQJ�
on public lands, having begun its process to develop new rules regarding “Waste Prevention and Use 
RI�3URGXFHG�2LO�DQG�*DV� IRU�%HQH¿FLDO�3XUSRVHV�´� �7KRVH�UXOHV�DUH� ³H[SHFWHG� WR� IRFXV�RQ� OLPLWLQJ�
ZDVWH�IURP�WKH�YHQWLQJ�DQG�ÀDULQJ�RI�JDV�LQ�WKH�SURFHVV�RI�SURGXFLQJ�RLO�DQG�JDV�RQ�IHGHUDO�DQG�,QGLDQ�
ODQGV�´�� 6XFK� UXOHV� DUH� VRUHO\� QHHGHG� DV� SUR¿WDEOH� RLO� SOD\V� FRQWLQXH� WR� GUDZ� HQHUJ\� FRPSDQLHV�
to areas that lack the proper infrastructure to capture and transport natural gas and without a high 
HQRXJK�SULFH�WR�LQFHQWLYL]H�VXFK�LQIUDVWUXFWXUH�LQYHVWPHQWV�

2QH�UHDVRQ�IRU�WKLV�UDSLG�LQFUHDVH�LQ�YHQWLQJ�DQG�ÀDULQJ�LV�WKDW�QDWXUDO�JDV�SULFHV�DUH�QHDU�KLVWRULF�ORZV��
GULYHQ�E\�VWURQJ�JURZWK�LQ�WKH�WRWDO�DPRXQW�RI�QDWXUDO�JDV�SURGXFHG�LQ�WKH�8�6��RYHU�WKH�ODVW�GHFDGH���
7KH�:DOO�6WUHHW�-RXUQDO�UHSRUWHG�LQ�-DQXDU\������WKDW�³>K@LJK�SURGXFWLRQ�LV�VWLOO�FDVWLQJ�D�VKDGRZ�RQ�WKH�
8�6��PDUNHW��DQG�WKH�GD\V�RI�QHDU�UHFRUG�ORZ�JDV�SULFHV�DUH�QRW�RYHU�´�ZLWK�SULFHV�KDYLQJ�IDOOHQ�DOPRVW�
to $2 per mcf in 2012.10��$FFRUGLQJ�WR�WKH�%XUHDX�RI�/DERU�6WDWLVWLFV��³>W@KH�3URGXFHU�3ULFH�,QGH[��33,��
for natural gas, measured on an annual average basis, fell 56.8 percent between 2007 and 2012, in 
UHVSRQVH�WR�VWURQJ�JURZWK�LQ�GRPHVWLF�HQHUJ\�SURGXFWLRQ�´11 As the Energy Information Administration 
(EIA) has noted, “increased natural gas supply tends to dampen prices. In turn, lower prices can erode 
incentive for drilling, which eventually results in decreased production.12  As a result, natural gas prices 
remain low, and, relative to oil, the production of natural gas has become less attractive to industry.

The following chart, based on EIA13 and ONRR data,14 illustrates the connection between low natural 
gas prices and decreasing natural gas production on federal lands.  The chart shows that although 
production steadily increased while gas prices were high, it has stagnated and fallen since prices 
FROODSVHG�LQ�������
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Venting And Flaring Of Gas Has Dramatically Increased On 
)HGHUDO�/DQGV��$QG�1R�1DWLRQDO�3ROLF\�<HW�([LVWV�7R�5HGXFH�,W

When companies do attempt to increase their production of natural gas, it is imperative that such 
SURGXFWLRQ�� HVSHFLDOO\� ZKHQ� LW� WDNHV� SODFH� RQ� IHGHUDO� ODQGV�� EH� DV� SURGXFWLYH� DQG� HI¿FLHQW� DV� LV�
possible.  To this end, companies that engage in oil and gas production on federal lands are legally 
UHTXLUHG�WR�SUHYHQW�WKH�ZDVWH�RI�RLO�DQG�JDV�GHYHORSHG�RQ�IHGHUDO�ODQG���$V�VWDWHG�LQ����8�6�&���������
³>D@OO�OHDVHV�RI�ODQGV�FRQWDLQLQJ�RLO�RU�JDV��PDGH�RU�LVVXHG�XQGHU�WKH�SURYLVLRQV�RI�WKLV�FKDSWHU��VKDOO�EH�
subject to the condition that the lessee will, in conducting his explorations and mining operations, use 
all reasonable precautions to prevent waste of oil or gas developed in the land, or the entrance 
of water through wells drilled by him to the oil sands or oil-bearing strata, to the destruction or injury 
RI�WKH�RLO�GHSRVLWV�´15� �<HW�UHJXODWLRQV�IRU�YHQWLQJ�DQG�ÀDULQJ�KDYH�QRW�EHHQ�XSGDWHG�IRU����\HDUV�16 
DOORZLQJ�PLOOLRQV��LI�QRW�ELOOLRQV��PFI�RI�QDWXUDO�JDV�WR�EH�ZDVWHG�LQ�ÀDULQJ�DQG�YHQWLQJ�

:KLOH�WKHVH�UHJXODWLRQV�KDYH�ODQJXLVKHG�IRU�GHFDGHV��WKH�ORVV�RI�QDWXUDO�JDV�WR�ÀDULQJ�DQG�YHQWLQJ�
has increased rapidly in recent years.  This has likely cost taxpayers tens of millions of dollars every 
\HDU�VLQFH��������%DVHG�RQ�WKH�(3$�DQG�*$2¶V�FRQVHUYDWLYH�HVWLPDWH�WKDW�EHWZHHQ������DQG����RI�
QDWXUDO�JDV�SURGXFHG�RQ�RQVKRUH�IHGHUDO�ODQGV�LV�ÀDUHG�RU�YHQWHG��ZH�FDOFXODWHG�WKH�OLNHO\�YROXPHV�RI�
QDWXUDO�JDV�WKDW�KDYH�EHHQ�ÀDUHG�RU�YHQWHG�DQG�WKH�OLNHO\�FRVW�RI�WKLV�ZDVWH�WR�WD[SD\HUV�QDWLRQZLGH�
and in several Western states, as laid out in the tables below.17
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/LNHO\�9ROXPHV�2I�$QG�5R\DOWLHV�/RVW�)URP�9HQWLQJ�$QG�)ODULQJ�2I�1DWXUDO�*DV�
On Onshore Federal Lands: Nationwide

6DOHV�<HDU

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using EPA 
(4.2%) estimate

Lost Royalty From 4.2% 
Wasted Natural Gas

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using GAO 
(5%) estimate

Lost Royalty From 5% 
Wasted Natural Gas

2013
111,828,244
6DOHV�YDOXH��

$450,667,826

�����������
6WDWH�VKDUH���
$26,165,013

133,128,862
6DOHV�YDOXH��

$508,552,255

������������
6WDWH�VKDUH��
$31,148,825

����������
Total

617,101,580
6DOHV�YDOXH��

��������������

������������
6WDWH�VKDUH��
������������

734,644,738
6DOHV�YDOXH��

��������������

������������
6WDWH�VKDUH��
������������

/LNHO\�9ROXPHV�2I�$QG�5R\DOWLHV�/RVW�)URP�9HQWLQJ�$QG�)ODULQJ�2I�1DWXUDO�*DV�
On Onshore Federal Lands: Colorado

6DOHV�<HDU

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using EPA 
(4.2%) estimate

Lost Royalty From 4.2% 
Wasted Natural Gas

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using GAO 
(5%) estimate

Lost Royalty From 5% 
Wasted Natural Gas

2013 ����������
$6,678,223
6WDWH�VKDUH�
����������

����������
$7,530,067
6WDWH�VKDUH���
����������

����������
Total 63,854,787

$30,354,546
6WDWH�VKDUH��
$15,177,273

76,017,606
$36,136,367
6WDWH�VKDUH��
$18,068,183

/LNHO\�9ROXPHV�2I�$QG�5R\DOWLHV�/RVW�)URP�9HQWLQJ�$QG�)ODULQJ�2I�1DWXUDO�*DV�
On Onshore Federal Lands: Montana

6DOHV�<HDU

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using EPA 
(4.2%) estimate

Lost Royalty From 4.2% 
Wasted Natural Gas

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using GAO 
(5%) estimate

Lost Royalty From 5% 
Wasted Natural Gas

2013
536,414

6DOHV�YDOXH�
����������

$256,138 
6WDWH�VKDUH��

$125,507

638,588
6DOHV�YDOXH�
����������

��������
6WDWH�VKDUH��
��������

����������
Total

4,503,852
6DOHV�YDOXH�
$17,701,218

$2,212,652
6WDWH�VKDUH��
����������

$2,212,652
6WDWH�VKDUH��
�������������

����������
6WDWH�VKDUH��
����������
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/LNHO\�9ROXPHV�2I�$QG�5R\DOWLHV�/RVW�)URP�9HQWLQJ�$QG�)ODULQJ�2I�1DWXUDO�*DV�
2Q�2QVKRUH�)HGHUDO�/DQGV��1HZ�0H[LFR

6DOHV�<HDU

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using EPA 
(4.2%) estimate

Lost Royalty From 4.2% 
Wasted Natural Gas

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using GAO 
(5%) estimate

Lost Royalty From 5% 
Wasted Natural Gas

2013
����������
6DOHV�YDOXH�

$105,583,248

������������
6WDWH�VKDUH��
����������

����������
6DOHV�YDOXH�
������������

�����������
6WDWH�VKDUH��
�����������

����������
Total

�����������
6DOHV�YDOXH�
������������

�����������
6WDWH�VKDUH��
�����������

�����������
6DOHV�YDOXH�
������������

�����������
6WDWH�VKDUH��
�����������

/LNHO\�9ROXPHV�2I�$QG�5R\DOWLHV�/RVW�)URP�9HQWLQJ�$QG�)ODULQJ�2I�1DWXUDO�*DV�
On Onshore Federal Lands: Utah

6DOHV�<HDU

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using EPA 
(4.2%) estimate

Lost Royalty From 4.2% 
Wasted Natural Gas

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using GAO 
(5%) estimate

Lost Royalty From 5% 
Wasted Natural Gas

2013
����������
6DOHV�YDOXH�
$43,508,001

$5,438,500 
6WDWH�VKDUH��
$2,664,865

����������
6DOHV�YDOXH��
�����������

$6,474,404
6WDWHV�9DOXH�
$3,172,458 

����������
Total

����������
6DOHV�YDOXH�

$223,505,703

�����������
6WDWH�VKDUH��
�����������

����������
6DOHV�YDOXH�

$266,078,218

�����������
6WDWH�VKDUH��
�����������

/LNHO\�9ROXPHV�2I�$QG�5R\DOWLHV�/RVW�)URP�9HQWLQJ�$QG�)ODULQJ�2I�1DWXUDO�*DV�
On Onshore Federal Lands: Wyoming

6DOHV�<HDU

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using EPA 
(4.2%) estimate

Lost Royalty From 4.2% 
Wasted Natural Gas

Likely Volume Of 
Natural Gas Flared Or 

Vented (Mcf) using GAO 
(5%) estimate

Lost Royalty From 5% 
Wasted Natural Gas

2013
53,253,417
6DOHV�YDOXH�

$203,428,054

$25,428,506
6WDWH�VKDUH��
�����������

����������
6DOHV�YDOXH�

$242,176,255

$30,272,031
6WDWH�VKDUH��
�����������

����������
Total

312,248,474
6DOHV�YDOXH�

��������������

������������
6WDWH�VKDUH��
�����������

371,724,374
6DOHV�YDOXH�

$1,437,310,472

������������
6WDWH�VKDUH��
$88,035,266
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/LNHO\�1XPEHU�RI�+RPHV�7KDW�&RXOG�+DYH�+DG�+RXVHKROG�1HHGV�0HW�
Based on Volume of Gas Flared in 2013 by State

6WDWH Number of Homes*

Colorado �������

Montana 6,705

New Mexico �������

Utah �������

Wyoming 665,668

 *Home needs estimate is based on volumes from GAO 5% estimate, and was calculated using the American Gas Association’s estimate that 1 million 
PFI�FRXOG�PHHW�WKH�KRXVHKROG�QHHGV�RI���������������KRPHV�DQQXDOO\��2XU�FDOFXODWLRQV�DUH�EDVHG�RQ�D��������KRPHV���PLOOLRQ�PFI�HVWLPDWH�

2QH�SODFH�KDV�EHHQ�DW�WKH�HSLFHQWHU�RI�WKH�SUREOHP��DQG�LV�HPEOHPDWLF�RI�WKH�QDWLRQZLGH�LQFUHDVH�LQ�ÀDULQJ�
DQG�YHQWLQJ��WKH�%DNNHQ�RLO�¿HOG�LQ�1RUWK�'DNRWD�

,Q�1RYHPEHU�������WKH�(,$�UHSRUWHG�WKDW�ZKLOH�QDWXUDO�JDV�SURGXFWLRQ�KDV�³PRUH�WKDQ�GRXEOHG´�LQ�1RUWK�'DNRWD�
VLQFH�������³GXH�WR� LQVXI¿FLHQW�QDWXUDO�JDV�SLSHOLQH�FDSDFLW\�DQG�SURFHVVLQJ�IDFLOLWLHV� LQ� WKH�%DNNHQ�VKDOH�
UHJLRQ��RYHU�����RI�1RUWK�'DNRWD¶V�QDWXUDO�JDV�SURGXFWLRQ�VR�IDU�LQ������KDV�EHHQ�ÀDUHG�RU�RWKHUZLVH�QRW�
PDUNHWHG�´18  According to the EIA, although natural gas production in the Bakken has increased rapidly, 
³>W@KH�QHFHVVDU\�QDWXUDO�JDV�LQIUDVWUXFWXUH²JDWKHULQJ�SLSHOLQHV��SURFHVVLQJ�SODQWV��WUDQVSRUWDWLRQ�SLSHOLQHV²
surrounding the Bakken shale play has not expanded at the same pace, effectively stranding the natural gas 
WKDW�LV�SURGXFHG�GXULQJ�RLO�SURGXFWLRQ�´��  Chris Elvidge, a National Oceanic and Atmospheric Administration 
UHVHDUFKHU��DUJXHG�WKDW�WKLV�LQFUHDVH�LQ�ÀDULQJ�DQG�QHJOHFW�IRU�LQYHVWPHQW�LQ�QDWXUDO�JDV�LQIUDVWUXFWXUH�LV�D�UHVXOW�
RI�WKH�ORZ�SULFH�RI�QDWXUDO�JDV��VD\LQJ�LQ�-XO\�������³>L@W¶V�SRVVLEOH�WKDW�FXUUHQW�ORZ�SULFHV�IRU�QDWXUDO�JDV�PD\�EH�
FRQWULEXWLQJ�WR�WKH�GHFLVLRQ�RI�WKH�FRPSDQLHV�RSHUDWLQJ�LQ�1RUWK�'DNRWD�WR�ÀDUH�WKH�JDV�RII�UDWKHU�WKDQ�LQYHVW�LQ�
WKH�LQIUDVWUXFWXUH�WR�FDSWXUH�LW�DQG�EULQJ�LW�WR�PDUNHW�´��

1RUWK�'DNRWD¶V�H[SHULHQFH�SRLQWV�WR�WKH�SROLF\�SUREOHP�EHKLQG�YHQWLQJ�DQG�ÀDULQJ���:LWKRXW�D�QDWLRQDO�SROLF\�WR�
UHJXODWH�WKHVH�DFWLYLWLHV��YHQWLQJ�DQG�ÀDULQJ�LQ�WKH�%DNNHQ�LV�KDQGOHG�ODUJHO\�E\�VWDWH�UHJXODWRUV��DQG�DV�D�UHVXOW�
RI�1RUWK�'DNRWD¶V�VWDWH�ODZV�³SURGXFHUV�FDQ�ÀDUH�QDWXUDO�JDV�IRU�RQH�\HDU�ZLWKRXW�SD\LQJ�WD[HV�RU�UR\DOWLHV�RQ�
it - and ask for an extension due to economic hardship associated with connecting the well to a natural gas 
SLSHOLQH�´20  A strong national policy would help curb this waste and capture a greater amount of lost royalties 
for taxpayers.
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7KH�%LOOLRQV�2I�&XELF�)HHW�2I�1DWXUDO�*DV�/RVW�7R�9HQWLQJ�$QG�
)ODULQJ�,V�'DPDJLQJ�7R�&RQVXPHUV�$QG�7D[SD\HUV

7KH�QDWXUDO�JDV�ORVW�WR�YHQWLQJ�DQG�ÀDULQJ�LQ������DORQH�ZDV�D�JUHDW�ORVV�WR�$PHULFDQ�FRQVXPHUV�DQG�
taxpayers. According to the American Gas Association, 1 million mcf of natural gas is enough to fully 
meet the needs of between 10,000 and 11,000 American homes for an entire year.21  Based on the 
(3$�DQG�*$2¶V�¿QGLQJ�WKDW������WR����RI�QDWXUDO�JDV�SURGXFHG�IURP�IHGHUDO�ODQGV�LV�ÀDUHG�RU�YHQWHG��
WKH�WRWDO�DPRXQW�RI�QDWXUDO�JDV�ORVW�IURP�YHQWLQJ�DQG�ÀDULQJ�LQ������LV�EHWZHHQ�������DQG�������PLOOLRQ�
mcf and could meet the needs of between 1.1 and 1.5 million American homes for an entire year.  

7R�SXW� WKLV� LQ�SHUVSHFWLYH��ZH�XVHG�8�6��&HQVXV�%XUHDX�GDWD22 to calculate the nationwide ratio of 
householders to total household residents, and used this to calculate that 1.1 million homes represents 
D�OLNHO\�SRSXODWLRQ�RI�����PLOOLRQ��ZKLOH�����PLOOLRQ�KRPHV�UHSUHVHQWV�D�OLNHO\�SRSXODWLRQ�RI�����PLOOLRQ��
FLWLHV�DERXW�WKH�VL]H�RI�/RV�$QJHOHV������PLOOLRQ�SHRSOH��RU�&KLFDJR������PLOOLRQ�SHRSOH��23  The natural 
JDV�WKDW�KDV�EHHQ�ÀDUHG�RU�YHQWHG�RQ�IHGHUDO�ODQGV�FRXOG�KDYH�SRZHUHG�WKHVH�FLWLHV�IRU�DQ�HQWLUH�\HDU��
but now that fuel is lost forever.

,Q�DGGLWLRQ�WR�WKH�LPSDFW�RI�WKLV�ORVV�WR�FRQVXPHUV��WKH�YHQWLQJ�DQG�ÀDULQJ�RI�QDWXUDO�JDV�IRUIHLWV�PLOOLRQV�
of dollars of possible revenues to federal and state governments, increasing the burden on American 
taxpayers.  As explained earlier in this report, EPA and GAO analysis suggests that in 2013 alone 
WD[SD\HUV�ORVW�EHWZHHQ�������PLOOLRQ�DQG�������PLOOLRQ�LQ�UR\DOWLHV�WR�YHQWLQJ�DQG�ÀDULQJ���+RZHYHU��
the price of natural gas is at a near-record low, and so this valuation is also low relative to historic 
natural gas prices.  According to the EIA, the wellhead price for each mcf of natural gas reached its 
SHDN�LQ�-XO\������DW��������24  At that price, natural gas lost in 2013 would have sold for as much as 
�����ELOOLRQ�DQG�JHQHUDWHG�DV�PXFK�DV��������PLOOLRQ�LQ�UR\DOWLHV�IRU�WKH�IHGHUDO�JRYHUQPHQW��XVLQJ�WKH�
federal onshore royalty rate of 12.5%).

According to the EIA, natural gas prices are expected to rebound over the next decade, which would 
result in even greater royalty losses for American taxpayers.25  This is shown in the chart below, which 
XVHV�WKH�DYHUDJH�DPRXQW�RI�QDWXUDO�JDV�WKDW�ZDV�YHQWHG�DQG�ÀDUHG�IURP�IHGHUDO�ODQGV�SHU�\HDU�RYHU�
the past decade (2004 through 2013).26  



Western Values Project | A Voice For Western Values     10

3URMHFWHG�/RVW�5R\DOWLHV�2Q�)HGHUDO�/DQGV�%DVHG�2Q�*DV�3ULFHV�3URMHFWHG�,Q�)XWXUH�<HDUV

Year +HQU\�+XE�6SRW�3ULFH��3HU�0FI� Lost Royalty from 
4.2% Wasted Natural Gas

 Lost Royalty from  5% Wasted 
Natural Gas

2014 $3.82 �������������� ��������������

2015 $3.82 �������������� ��������������

2016 $4.24 �������������� $74,470,701.16

2017 $4.50 �������������� ��������������

2018 ����� $72,440,320.72 $86,238,477.05

���� $4.78 �������������� ��������������

2020 $4.48 �������������� $78,686,023.86

2021 $4.78 �������������� ��������������

2022 ����� �������������� ��������������

2023 $5.07 �������������� ��������������

���<HDU�7RWDO $668,782,024.09 $796,169,076.30
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7KH�%XUHDX�2I�/DQG�0DQDJHPHQW�0XVW�$GRSW�$�6WURQJ�3ROLF\�
7R�5HGXFH�)XWXUH�:DVWH�2I�1DWXUDO�*DV�$QG�(QVXUH�$�)DLU�
5HWXUQ�)RU�7D[SD\HUV

The waste of a public resource – natural gas – on public lands is costing American taxpayers millions 
RI�GROODUV�HYHU\�\HDU�� � ,I� WKH�RLO�DQG�JDV�SURGXFWLRQ�DQG�HVWLPDWHG� OHYHOV�RI�YHQWLQJ�DQG�ÀDULQJ� IRU�
WKH� SDVW� GHFDGH� FRQWLQXH� IRU� WKH� QH[W� WHQ� \HDUV�� DQG� WKH�+HQU\�+XE�6SRW� 3ULFHV� IRU� QDWXUDO� JDV�
currently projected by the EIA  prove accurate, American taxpayers would lose close to $800 million in 
royalties—if not more—from oil and gas production on federal lands alone.  

$FFRUGLQJ�WR�D������UHSRUW�E\� WKH�*$2��³>G@DWD� IURP�(3$��VXSSRUWHG�E\� LQIRUPDWLRQ�REWDLQHG�IURP�
technology vendors and GAO analysis, suggest that around 40 percent of natural gas estimated to be 
YHQWHG�DQG�ÀDUHG�RQ�RQVKRUH�IHGHUDO�OHDVHV�FRXOG�EH�HFRQRPLFDOO\�FDSWXUHG�ZLWK�FXUUHQWO\�DYDLODEOH�
FRQWURO�WHFKQRORJLHV�´27  The same report underscored that simple industry inertia, or the “business 
DV�XVXDO´�PRGHO��ZDV�D�VLJQL¿FDQW�KXUGOH�WR�FRPSDQLHV��DGRSWLQJ�PRUH�RI�WKHVH�FXUUHQW�WHFKQRORJLHV�
on their own.  And many estimates, including by the EPA and GAO, suggest that companies stand 
WR�JDLQ�¿QDQFLDOO\�E\�DGRSWLQJ�WHFKQRORJLHV�WKDW�ZLOO�UHGXFH�ÀDULQJ�DQG�YHQWLQJ���7KH�(3$�HVWLPDWHG�
WKDW�LQ�������WKH�LQGXVWU\�ORVW�RXW�RQ�SRWHQWLDOO\����ELOOLRQ�LQ�SUR¿WV�GXH�WR�YHQWLQJ��ÀDULQJ�DQG�IXJLWLYH�
emissions.  These lost revenues have led investors to begin to question the wasteful practice,28 and in 
1RUWK�'DNRWD��ZKHUH�HVWLPDWHV�VXJJHVW�WKDW�FRPSDQLHV�DUH�ORVLQJ������PLOOLRQ�SHU�PRQWK�WR�ÀDULQJ��
private landowners with drilling on their property have even turned to lawsuits to end the wasteful 
practice and recoup their lost revenues.�� 

$� VWURQJ� UXOH�� OHYHOLQJ� WKH� SOD\LQJ� ¿HOG� DQG� UHZDUGLQJ� WKRVH� FRPSDQLHV� DOUHDG\� XQGHUWDNLQJ�
progressive measures to curtail the waste of resources, would not only ensure bad actors aren’t given 
an advantage in the marketplace, but would spur innovation and continued cost-cutting in emission 
control technology.  Industry must step up and move forward with the adoption of these technologies 
to reduce the waste of natural gas and the cost of that waste to American consumers and taxpayers.  
7KH�%/0��E\�DGRSWLQJ�D�VWURQJ�SROLF\�XQGHU�H[LVWLQJ�ODZ�WR�FXW�GRZQ�WKH�YHQWLQJ�DQG�ÀDULQJ�RI�JDV�
from federal lands, can take a strong step forward to ensure that American taxpayers receive the best 
possible return for publicly-owned oil and natural gas resources.
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