Expected impacts of a temporary leasing pause on oil and gas production and
state royalty revenue — nationwide and in Colorado”

On January 27, 2021, President Biden signed Executive Order (E.O.) 14008, directing a pause on issuing
new federal oil and gas leases until a comprehensive review of the program’s permitting and leasing
practices is complete.! Modeling consensus estimates no reduction in US oil and gas production from a
leasing pause in 2021 and negligible (if any) reduction from a pause that lasts until the end of 2022.

Nationwide

Modeling conducted by the U.S. Energy Information Administration (EIA),? an economist at the non-
partisan economic think tank Resources for the Future,® economists at the Federal Reserve Bank of
Dallas,* and a report by Energy & Industrial Advisory Partners (EIAP)° all estimate no reduction in US oil
and gas production from a federal leasing moratorium in year 1, and negligible impacts in year 2.

Impacts of a temporary federal leasing pause are particularly small in the near term as operators may
continue to drill on and extract from the large reserves of undeveloped lands and waters already under
lease. Onshore, 13.9 million acres are leased and have not yet been drilled (53% of the total acreage
leased onshore); offshore, 9.3 million acres are leased and have not yet been drilled (77% of the total
acreage leased offshore).® During the first four full months under the Biden administration, the US
Bureau of Land Management (BLM) approved 1,848 applications for permits to drill on federal lands
across nearly all state offices.” These permitting approval rates appear in-line with past
administrations.

Economist Brian Prest, a fellow at the non-partisan economic think tank Resources for the Future (RFF),
found that a permanent end to new federal leasing would not primarily affect production until more
than a decade into the future (after 2030).8 This decade lag in production impacts occurs because a
change in leasing policy will not impact the large stock of existing leases, including the millions of acres
recently issued under the Trump administration. Operators typically do not begin development until
just prior to expiration of the 10-year initial lease term, and once production begins then federal leases
are extended indefinitely.’
e Prest’s model predicts that a leasing moratorium, if anything, may increase total US oil production
by as much as 2,000 barrels per day in year 1 (a 0.02% increase) and as much as 20,000 barrels per
day in year 2 (a 0.12% increase) because of a slight rise in price.®

: Completed by Laura Zachary, Managing Director of Apogee Economics & Policy. Apogee EP is an independent climate and
energy research firm. For the full review of existing research see Zachary, L. The Estimated Effects of a Federal Leasing
Pause: A review of the modeling consensus and why a 2020 study by Timothy J. Considine fails to compute. Apogee
Economics and Policy. June 2021. Available at https://www.apogeeep.com/s/ApogeeEP_Review-
Leasing_Pause_Modeling_Consensus_Vs_Considine2020_June2021.pdf


https://www.apogeeep.com/s/ApogeeEP_Review-Leasing_Pause_Modeling_Consensus_Vs_Considine2020_June2021.pdf
https://www.apogeeep.com/s/ApogeeEP_Review-Leasing_Pause_Modeling_Consensus_Vs_Considine2020_June2021.pdf

e For gas, Prest finds that a leasing moratorium, if anything, may increase total US gas production by
as much as 12 million cubic feet per day in year 1 (a 0.01% increase) and by as much as 184 million
cubic feet per day in year 2 (a 0.11% increase).

Dr. Prest custom built a detailed model of the US upstream oil and gas industry that specifically
differentiates between the economics of federal versus nonfederal oil and gas production. Prest’s
model provides breakdowns that enable important comparisons to findings of other models that may
focus only on onshore, or only offshore, as well as those that look at US-wide production.

Table 1. Comparing Modeling Results of US Oil and Gas Production Impacts of a Federal Leasing
Moratorium that Lasts 1 or 2 Years
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*Note, the Golding & Patel 2021 study also assumes increased hypothetical restrictions on drilling permits
beginning in 2022.

Nationwide state royalty revenue impacts— onshore only

A leasing pause may result in as much as a 1.2% rise (or an increase of around $11 million) in the total
estimated state share of federal onshore royalty revenue for 2021. This is because modeling indicates
a leasing pause may result in a slight increase in the price of oil and gas.!! A leasing pause that lasts
two years may result in an estimated $21 million increase in the total state share of federal onshore
royalty revenue for years 2021 and 2022 combined.*?




Colorado

¢ In the state of Colorado operators have active oil and gas leases on over 2.3 million acres of
federal land and over 38% of these acres have yet to be developed as of October 2020,
providing room for industry to expand into new areas even under a leasing pause.'3

e As of May 31st, 2021 operators had 572 Approved and Available to Drill Permits (AAPDs) to
develop on federal lands in Colorado.'* To put this number of drilling permits in perspective,
between FY16 and FY20 operators drilled an average of 173 wells each year on federal lands in
Colorado.*

e There is no federal drilling moratorium. Between February 1st and May 31st, 2021, BLM
approved 46 drilling permits in Colorado.®

e Over 96% of Colorado’s average estimated yearly revenue from the federal oil and gas program
comes from royalties on producing leases, which are not affected by a leasing pause. !’

e As aresult of a leasing moratorium, Colorado would likely see little to no negative impact on its
share of federal royalty revenue for the first 2 years. A leasing pause may raise Colorado’s
estimated share of federal royalty revenue by as much as $1.5 million in 2021 and by as much
as $1.4 million in 2022 because of oil and gas prices slightly rising due to a pause.*®
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