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DEPARTMENT OF THE INTERIOR

Energy Today Assures a Brighter Tomorrow
     Natural Gas Fact Sheet
The Challenge

The demand for natural gas is expected to increase dramatically in the next 20 years, reaching as much as 35 trillion cubic feet (TCF) by 2025 from about 22 TCF today – an increase of over 50 percent.  This demand is driven by the environmental benefits of clean-burning natural gas and the ability in the past to supply 85% of U.S. gas demand domestically.
· Natural gas provides 24 percent of our Nation’s energy demand.  In addition to home-heating, natural gas is critical to American manufacturing – used to make a wide range of products, such as fertilizer, chemicals, automobiles, plastics, food, and electricity.
· The current market for natural gas is characterized by high and volatile prices, low levels of gas in storage, and flat domestic gas production in the face of growing demand.  Recently, natural gas prices have reached $5.00, or more per mcf, compared to prices between $2.00 and $3.00, last year 
· Current discoveries are smaller than previously discovered reserves and are depleted more rapidly.  Production from existing, mature fields is declining steeply.  In order to maintain or increase the existing supply of natural gas, more well completions are needed to offset decline.  

· Barriers exist to increasing gas supplies quickly in response to shortages.  Development and production of conventional domestic resources require long lead times.  
· New sources of supply— Alaskan gas, imported liquefied natural gas (LNG), and methane hydrates—face challenging technical, economic and environmental questions.
   The Role of the Department of the Interior in Supplying Natural Gas  . 
About 35% of U.S production of natural gas comes from Interior managed lands – roughly 25% from offshore and 10% from onshore federal lands.  Technically recoverable undiscovered natural gas in the U.S. is over 1100 tcf – about 50 years of supply at current levels of demand.  Over half of this potential is on Interior-managed lands.

   What Actions is the Department of the Interior Taking?

The President’s National Energy Policy (May 2001) recognizes that natural gas will remain a critical energy resource for decades to come.  The NEP proposes a comprehensive energy plan that includes conservation and renewable energy, as well as domestic production of fossil fuels.  The Department of the Interior is taking many actions to help provide a reliable source of supply while maintaining our commitment to environmental protection.  Examples include:

· DOI Issued a new 5-Year Outer Continental Shelf Leasing Program (2002-2007) which is estimated to make 40-60 trillion cubic feet of natural gas available for leasing and development.

· Providing royalty incentives to encourage exploration and development of offshore technological frontiers.  For example, starting with lease sales in 2001, DOI offered royalty relief for the production of natural gas from deep reservoirs in the Gulf of Mexico (>15,000 feet subsea in less than 200 meters of water).  We have also proposed a rule to provide similar relief to leases issued prior to 2001.  We estimate up to 20 tcf of natural gas may be contained in these deep structures. 
· Due to the well-developed infrastructure in the Gulf, any newly discovered gas can be brought to market relatively quickly.   If finalized, the proposed rule could lead to additional production of 200 bcf per year, saving consumers an estimated $280 million per year.
· Completed a study of the oil and gas resources and the constraints on development in 5 basins of the West that contain the bulk of the natural gas resources under Federal management in the onshore United States (EPCA study).  The findings of this study are being incorporated into our land use planning and permitting processes.  One objective is to increase access to federal lands for leasing without jeopardizing environmental protection.  The study suggests that these 5 basins contain almost 140 tcf of natural gas – enough to provide energy for 56 million homes over the next 30 years.

· As part of the EPCA study, BLM is evaluating the use of stipulations and conditions of approval on leases and permits to ensure adequate environmental protection and avoid redundant measures that unnecessarily constrain natural gas development activities.  

· Improved our process for reviewing applications for permits to drill (APDs) onshore.  We are also providing additional resources to the Powder River Basin to alleviate the backlog of such applications.  We estimate that issuing the backlogged APDs alone could result in over 1.46 tcf of natural gas produced over a 10 year period.  In a 10-year period, the natural gas produced could supply energy for over 1.7 million homes.

· Completing energy-related, time-sensitive resource management plans, which form the basis for leasing and permitting decisions in the covered areas.  Nine such plans should be completed in 2003 and 2004.

· Working cooperatively with other departments to permit LNG terminals offshore to facilitate importation of gas in the near future.  Two such applications have already been filed, and several more are being planned.  If they are all built, they could import 2.8 tcf per year of LNG.   
· Providing over $2 million per year for research into methane hydrates – a resource with a great long term potential.  The U.S. is estimated to contain 200,000 tcf of methane hydrates in place (mean estimate by U.S. Geological Survey, 2000).  According to the Department of Energy, if only 1% of the methane hydrate resources could be made technically and economically recoverable, the U.S. could more than double its gas resource base.

· We are pursuing opportunities to increase the production of renewable fuels on public lands.  For example, federal lands currently account for about 45 percent of the nation’s geothermal energy production and about 12 percent of our wind power.  While the total amount of this energy is small, it can help to substitute for natural gas to meet future demand.  
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