Background memo on public land extraction and minerals

Rep. Raúl M. Grijalva, ranking member of the House Subcommittee on National Parks, Forests and Public Lands, and Sen. Tom Udall, a member of the Senate Committee on Environment and Public Works, have formally requested a Government Accountability Office investigation of corporate profits and public financial benefits from mineral and oil extraction on federal lands. Ensuring that the American taxpayer receives a fair rate of return for the extraction of publicly owned oil and gas and hardrock minerals is an important fiscal issue. When working Americans are facing the prospect of radical cuts to Medicare and Social Security, it is morally irresponsible to provide taxpayer subsidies to industries that are seeing strong profits in a down economy. 

Oil and gas background

In the first half of 2011, the top five oil and gas companies made more than $67 billion in profits. Drilling activity is near a 20-year high in the United States. 

In recent testimony, the BLM stated[footnoteRef:1]: “In fiscal year 2010, onshore oil production from public lands increased by 5 million barrels from the previous fiscal year as more than 114 million barrels of oil were produced from the BLM-managed mineral estate—the most since 1997. At the same time, the nearly 3 trillion cubic feet of natural gas produced from public lands made 2010 the second-most productive year of natural gas production on record.” [1:  http://naturalresources.house.gov/UploadedFiles/PoolTestimony09.09.11.pdf] 


At the same time, the Minerals Management Service reported that oil and gas companies enjoyed more than $2.144 billion in “royalty free” production between 1998 and 2009. MMS estimated that companies will enjoy “royalty free” production between 2011-2015 worth another $4.365 billion for oil, $159.867 million for deep gas, and $2.384 billion for deep water gas. 

Hardrock mining background

Newmont Mining of Denver, the largest producer in the United States, saw profits double from 2008 to 2010, to $1.8 billion last year. At Barrick Gold Co. of Toronto, the world’s largest gold producer, profits for the second quarter of 2011 were $1.2 billion, up 35 percent over 2010.

Despite soaring industry profits, the hardrock mining industry continues to receive massive taxpayer subsidies. The metal mining industry pays no royalty for minerals taken from public lands under the 1872 Mining Law. According to the EPA, the lack of mining-specific environmental standards has left taxpayers holding the bag for $50 billion[footnoteRef:2] in cleanup costs from abandoned hardrock mines. [2:  http://www.lcv.org/issues/hardrock-mining/] 


The Percentage Depletion Allowance permits a mining company to deduct a set percentage of its gross annual income when calculating its federal income tax. For mining operations on public lands, the depletion allowance allows mining companies to deduct work on mineral deposits they received for free. This subsidy costs the taxpayer an additional $100 million a year.[footnoteRef:3]  [3:  http://www.earthworksaction.org/publications.cfm?pubID=491] 

