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THE CASE AGAINST NEW OFFSHORE OIL AND GAS
LEASING ON THE OUTER CONTINENTAL SHELF

With the current five-year program for federal offshore oil and gas leasing expiring on June 30,
the secretary of the interior faces a significant decision about the composition of the upcoming
five-year program (2022-2027). Under the Outer Continental Shelf Lands Act, she must

prepare and maintain a program that she determines “will best meet national enerqy needs.”*

The secretary can best meet the nation’s energy needs by preparing an offshore oil and gas
leasing program with no new lease sales. Such a plan is justified because:

(1) impacts on U.S. oil and gas production would be negligible for at least the next decade
(a projected reduction of only 2 percent by 2035), in large part because of the substantial
reserves already under lease; and

(2) demand for fossil fuels is anticipated to significantly decline during that time due to
increasing deployment of energy-saving technologies and policies in transportation and
other sectors.

New leasing would also do nothing to alleviate current high energy prices, would be
inconsistent with the Biden administration’s commitment to cut carbon emissions by at least
50 percent by 2030 and incompatible with a goal of keeping global warming under 1.5 degrees
Celsius.”

— Y/ ENDING NEW OFFSHORE LEASING WOULD HAVE
i R " MINIMAL IMPACTS ON U.S. FOSSIL FUEL PRODUCTION
WELL INTO THE 2030S.

Even without new leasing, there is enough oil and gas supply
in existing offshore leased areas to continue producing at
significant rates into the 2030s and beyond. Offshore activity
accounts for 15 percent of total domestic oil production

and around 3 percent of total U.S. natural gas production,

a sizable but not overwhelming contribution to our current
national oil and gas energy needs.? Nearly 95 percent of U.S.
offshore oil production and 71 percent of offshore natural
gas production takes place in the Gulf of Mexico. The Gulf
thus provides a fairly comprehensive picture of offshore
production from currently leased areas.* Of the 414 active
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fields there, 384 were producing as of the end of 2019. These
leased areas have been estimated to contain 4,652 million
barrels of “proved plus probable” oil reserves, and 6,103
billion cubic feet of natural gas reserves for a combined total
of 5,740 million barrels of oil equivalent, enough to fuel 215
million cars for a year.” In addition to these “proved plus
probable” reserves, there are also substantially greater
amounts of already discovered oil and gas resources that
could become economically viable in these leased areas.’

Energy system experts at OnLocation, a leading energy
analytics and consulting firm, modeled the effects of no

new oil and gas leasing in the Gulf beginning in 2021.” They
concluded that production would not change until 2027, with
a negligible decline after that, compared with a scenario that
assumed continued new leasing (the Energy Information
Administration Annual Energy Outlook 2021 Reference
Case). The analysts projected that, even in 2035, U.S. oil
production would be 13.5 million barrels per day without new
Gulf leasing, a decline of only 2.3 percent from the continued
leasing scenario, as shown in Figure 1.° Analysts at Rystad
Energy, a business intelligence and research firm, have
conducted studies on the production impacts of a ban on new
offshore leasing in the Gulf of Mexico using their own model
and reference case and found similar results.’

These projected production declines would have a negligible
impact on oil prices. There would be no effect on prices
until 2030 under the no new leasing scenario. In 2035,
projected gasoline prices could be 2 cents per gallon higher
than under the continued new leasing scenario, a hike of less
than 1 percent.'® This assumes moderate demand. If demand

is actually lower due to more rapid deployment of cleaner
technologies, there may well be no price increase. In all,

this analysis reinforces that new offshore leasing will have
no effect on current high energy prices. Resources in newly
leased areas take about five years to come online. As a result,
rather than being part of a short term solution, new leasing
will only lock the nation into future decades of pollution and
climate warming and hinder the nation’s move into a clean
energy future.

DEMAND FOR FUEL IS DECREASING, IN PART DUE TO
STATE AND FEDERAL TRANSPORTATION POLICIES.

Continued industry access to existing leases would leave
ample time for the nation to transition to a cleaner energy
future that includes renewable energy and more efficient and
electric vehicles. This transition is already underway and is
expected to accelerate." In fact, a decline in offshore oil and
gas production with no new leasing would be more than offset
by an anticipated drop in fuel consumption. Rhodium Group,
aleading independent energy research firm, forecast the
effects of federal and state vehicle and utility sector policies
that were on the books as of May 2021. Analysts found that
by 2027, demand for transportation fuels (which accounts for
about 70 percent of U.S. petroleum consumption) will be 8 to
12 percent below 2019 levels, and that by 2030, demand will
be 10 to 15 percent below 2019 levels.'

In comparison, the 2030 impact OnLocation projects in a no-
new-leasing scenario amounts to only around a 1.3 percent
reduction in total U.S. oil production, an amount dwarfed by
projected demand reductions.*®

FIGURE I: UNITED STATES CRUDE OIL PRODUCTION UNDER BUSINESS-AS-USUAL OFFSHORE LEASING VERSUS NO OFFSHORE NEW LEASING
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Source: OnLocation, NEMS Analysis of a Moratorium on New Offshore Leasing in the Gulf of Mexico, January 2022.
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Additional vehicle policies currently under consideration

at the state and federal levels, if implemented, will

further decrease oil demand. For example, Rhodium

Group analysts looked at the potential demand impact of
anticipated future federal policies, such as electric vehicle
tax incentives and public charging grants as well as more
stringent Environmental Protection Agency (EPA) emissions
standards. They found that federal incentives for electric
vehicles and charging infrastructure (such as those included
in recent legislative proposals) would cut gasoline and diesel
demand by about another 4 percent by 2030. A strengthened
emissions standard for light-duty vehicles could cut demand

by an additional 7 percent."

Policy trends point to an even greater decrease in domestic
oil demand beyond the levels anticipated by Rhodium Group.
At the national level, President Biden has already set a goal of
having zero-emission vehicles (ZEVs) account for 50 percent
of all new vehicle sales by 2030, and there is growing support
for a more ambitious federal goal of 100 percent ZEV sales

by 2035." At the state level, California is leading the way
with a commitment to 100 percent ZEV sales by 2035 and its
requirement that all new medium- and heavy-duty truck sales
be zero-emission by 2045. Other states are expected to follow
suit.'

WE NEED TO SHARPLY CURB OIL PRODUCTION AND
CONSUMPTION TO STAY UNDER 1.5 °C OF WARMING.

New offshore oil and gas leasing would make it even more
challenging to keep global warming below 1.5 degrees Celsius
by the end of this century, which is what scientists have
determined is necessary to prevent catastrophic climate
change impacts."” It is a figure the Biden administration has
committed (and recommitted) to working toward. Staying
below this limit will require quick and aggressive action to
reduce global dependency on fossil fuels and invest in new,
clean energy technologies and options. A policy of no new
offshore oil and gas leasing would do exactly that.'

To help stay below the 1.5 °C limit, the Biden administration
has committed to a 50 percent reduction in U.S. emissions by
2030 and net-zero emissions by 2050."” According to NRDC’s
models, the United States will need to reduce transportation
emissions by 40 percent below 2005 levels by 2030 in order
to achieve the 2050 goal.”® However, as shown in Figure 2,
business-as-usual oil production projections are wildly out

of step with meeting these climate commitments and much
steeper oil production declines will be necessary to achieve
this goal.”!

If the administration is serious about being a leader

on climate action, meeting its international agreement
obligations, and accelerating the transition to a clean energy
economy, it should not schedule new offshore oil and gas
lease sales in the next five-year OCS leasing program.
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FIGURE 2: HOW BUSINESS-AS-USUAL FOSSIL FUEL PRODUCTION IS INCONSISTENT WITH CLIMATE ACTION
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Source: Rachel Fakhry and Starla Yeh, “The Biden Administration Must Swiftly Commit to Cutting Climate Pollution at Least 50 Percent by 2030,” NRDC, March 2021, https://www.
nrdc.org/sites/default/files/2030-biden-climate-pollution-ib.pdf and EIA, Annual Energy Outlook 2021, Appendix D, “Crude Oil Production,” February 3, 2021, https://www.eia.gov/

outlooks/aeo/pdf/appd.pdf.>

CONCLUSION

The secretary of the interior should propose no new leasing
in the upcoming five-year program for offshore oil and gas
leasing. Given the substantial reserves already under lease,
stopping new leasing would have minimal projected impacts
on U.S. fossil fuel production through at least 2035. These
negligible impacts will be more than made up by the country’s
anticipated energy conservation gains. Indeed, just the
federal and state-level efficiency policies that are currently

in place will produce energy savings that dwarf the projected
production reduction from no new leasing.

To meet our climate commitments, the United States must
significantly reduce its current level of fossil fuel exploitation
and not develop fossil fuel reserves in new areas. The
secretary of the interior should take an important step
toward that goal: no new offshore leasing in the next five-year
program.
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