
 

 
 
 
 
 
August 18, 2014 
 
The Honorable Mary Landrieu 
United States Senate 
Committee on Energy and Natural Resources 
Washington, D.C., 20510-6150 
 
Dear Chairman Landrieu: 
 
Thank you for the opportunity to appear before your committee for the hearing to 
understand the obstacles to permitting energy projects on federal lands and S.2440, the 
BLM Permit Processing Improvement Act of 2014.  
 
I also appreciate the chance to respond to questions; my answers to questions from 
committee members are attached. Given the confusion on the oil and natural gas 
production numbers discussed during the hearing and permit processing times, I would ask 
that the attached documents are included in the record for the hearing: 
 

• The Congressional Research Service report U.S. Crude Oil and Natural Gas 
Production in Federal and Non-Federal Areas. The report documents the federal 
production numbers, but also puts those in context with non-federal production. 
The report shows a declining federal percentage. 
 

• An analysis from Norton Rose Fulbright of BLM permitting times. Using data 
obtained from a FOIA request, Norton attorney Poe Leggette describes how BLM 
tracking of permitting times is wildly inconsistent, rendering BLM assessments of 
how long it takes to process a permit inaccurate: “By exaggerating ‘Industry’ days, 
BLM deflects responsibility for slow processing.” 

 
Thank you again for including Western Energy Alliance in the hearing, and for the ability to 
provide follow-up information. 
 
Sincerely, 

 
Kathleen M. Sgamma 
Vice President of Government & Public Affairs 
 

http://energycommerce.house.gov/sites/republicans.energycommerce.house.gov/files/20130228CRSreport.pdf
http://www.nortonrosefulbright.com/knowledge/publications/100086/western-lands-and-energy-newsletter


 

Question 1 from Ranking Member Senator Murkowski:  Ms. Sgamma, you said something 
in your testimony that got my attention. You testified that S. 2440 is only a partial solution 
to addressing the barriers to production on federal lands. In your view, what are other 
steps we can take to enhance production on federal lands?  
 
Answer: S.2440 is only a partial solution because it only addresses one stage of the three 
stage onshore process. Looking very broadly at the steps required to develop oil and 
natural gas on federal lands, there are three main processes: leasing, environmental 
analysis under the National Environmental Policy Act (NEPA), and permitting.  There are 
currently many impediments and bureaucratic inefficiencies in all three main processes, 
while S. 2440 addresses only a subset of one phase of the federal onshore process. See the 
attached chart which shows the length of time it can take from leasing through to 
production.  
 
Phase 1 Leasing: Currently it can take many years for leases to become available. An 
operator starts by doing some exploratory work, determines what areas may be 
prospective for oil and/or natural gas, and attempts to put a leasehold together, which 
often consists of a mixture of private, state and federal lands. After the company submits a 
nomination for a federal parcel, it may wait years before that land is offered at a lease 
sale. Meanwhile, they develop on adjacent private and state lands, and the American 
taxpayer loses revenue from federal royalties. Other indications of leasing delays include: 
 

• Since the leasing policy changes in 2010, leasing times have lengthened 
significantly. Wyoming reports for example that the time from nomination to lease 
sale extended from three to six months to 12 to 18 months after the 2010 policy 
changes.  
 

• 2013 marked a new low for BLM. The 1.17 million acres leases issued that year 
were the lowest on record. The record dates back to 1988.  
 

• BLM Director Neil Kornze claimed in his testimony that because industry did not 
bid on all the acreage it offered, then BLM is ahead of industry demand. Rather, 
this may indicate that BLM is offering leases that companies are either no longer 
interested in after waiting for years, or the leases may have such onerous 
restrictions placed on them that companies cannot economically develop those 
leases.  
 

• Also, the fact that some acreage is offered but not bid on does not erase the fact 
that there are millions of acres that companies are interested in that is not offered 
for sale. For example, in the West in 2013, 2,661 parcels were nominated by 
companies, but 1,416 (53%) were deferred. Once a parcel is deferred it is generally 
deferred indefinitely, often for years.  

 
Phase 2 NEPA analysis: In the NEPA phase, inefficiencies and bureaucratic delays are also 
readily apparent. Since 2009, this Administration has approved only three major oil and 
natural gas projects on federal lands: the West Tavaputs, Greater Natural Buttes and 
Gasco Natural Gas projects. Western Energy Alliance tracks the outstanding major project 

http://www.blm.gov/pgdata/etc/medialib/blm/wo/MINERALS__REALTY__AND_RESOURCE_PROTECTION_/energy/oil___gas_statistics/data_sets.Par.80157.File.dat/numberofacresleasedeachyear.pdf


 

NEPA that is awaiting government action, using a study from SWCA Environmental 
Consultants. Outstanding NEPA analyses of over three years duration represent 2,055 
potential wells annually which could provide nearly 79,000 jobs and $17.8 billion in annual 
economic impact. Some of the projects have been held up in the NEPA process for over 
eight years.  
 
Meanwhile, several other major projects are indefinitely stalled, and even minor 
Environmental Assessments for small numbers of wells can take many years. Small 
companies often wait four years for NEPA approval of small projects, often of just ten 
wells.  
 
Phase 3 Permitting: After the NEPA documentation is approved, a company can finally 
submit an Application for Permit to Drill (APD). S.2440 provides funding for this phase, but 
does not take care of problems inherent in the APD phase. For example, despite statutes 
requiring permits to be handled within thirty days, BLM claims to take 194 days on average 
to process a permit. For various reasons, we believe that number is not accurate (see the 
analysis from Norton Rose Fulbright of BLM permitting times), yet even given that it is a 
low estimate, it is considerably more than state processing times. Providing funding is not 
a guarantee that the timelines will improve.  
 
Another problem at the permitting stage is that several field offices are requiring 
companies to undergo additional analysis which are not required by law or policy. These 
ad hoc requirements add considerably to APD processing times. BLM will often attribute 
that processing time to the companies, even though BLM is adding to the timeframe. Our 
members have been required to conduct additional wildlife, cultural, floodplain, and other 
analyses beyond what is required by regulation or policy. S.2440 will not change that 
situation; only better management, adherence to statute and policy, and political will will 
correct those additional bureaucratic inefficiencies.  
 
However, despite the fact that S.2440 is only a partial solution, it is a critical one. Without 
adequate funding, we can almost guarantee that permitting times will increase. Western 
Energy Alliance would rather see incremental steps taken to support efficient APD 
processing, rather than wait for one solution that fixes everything.  
 
Question 1 from Senator Barrasso: In his testimony, Mr. Kornze states that:  
 

“[l]ast year, the BLM held 30 separate oil and gas lease sales, offering 5.7 million 
acres for lease by industry, the most in a decade; industry submitted bids on fewer 
than one-in-five of these acres.”  
 

A. I understand that of the 5.7 million acres offered for lease in FY 2013, about 1.2 million 
acres were leased in the lower 48 and 4.5 million acres were offered in Alaska’s National 
Petroleum Reserve. Is that correct?  
 
B. I understand that the 1.2 million acres offered for lease in the lower 48 in FY 2013 was 
the smallest number of acres offered for lease in the lower 48 since FY 1988, the last year 
of available data. Is that correct?  

http://www.westernenergyalliance.org/sites/default/files/EconImpactsO%26GDevOnFedLands.pdf
http://www.westernenergyalliance.org/sites/default/files/EconImpactsO%26GDevOnFedLands.pdf
http://www.nortonrosefulbright.com/knowledge/publications/100086/western-lands-and-energy-newsletter
http://www.nortonrosefulbright.com/knowledge/publications/100086/western-lands-and-energy-newsletter


 

 
C. I understand that industry submitted bids on approximately 65 percent of the 1.2 
million acres offered for lease in the lower 48 in FY 2013. Is that correct?  
 
Answer: The statements are generally correct with the following refinement. Because of 
incomplete data and imprecise use of terms in BLM’s released statistics, there seems to be 
some slight confusion. 
 
On BLM’s main oil and gas statistics page is a chart entitled “Number of Acres Leased 
During the Fiscal Year.” “Leased” is an imprecise term. As far as we can tell, this chart 
refers to acres issued during the fiscal year. Since leases are often sold in one fiscal year 
but not issued until another, it would be better if BLM released standard charts with all of 
the following lease points for both numbers of parcels and acres:  
 

• Nominated–lands are not considered for leasing until someone expresses interest 
by nominating parcels. 

• Considered–BLM conducts a leasing Environmental Assessment (EA), including a 
public comment period, for a subset of nominated parcels.  

• Posted–BLM then decides from those parcels analyzed in the leasing EA which 
ones it will post for sale, and issues a formal sale notice. The sale notice has all the 
potential parcels that will be considered for inclusion in an upcoming state sale. 

• Protested–After the sales notice is issued, a public comment period commences. 
Often individuals or groups will protest the inclusion of specific parcels for an 
upcoming sale. 

• Deferred–Based on the protests, BLM will often pull parcels from the sales list, 
deferring them until some future date. We find that it is often years before 
deferred parcels will be noticed for sale again. 

• Offered–After the initial parcel list is winnowed down, usually a smaller subset 
from the original sales notice are actually offered at a lease sale. 

• Sold–Parcels actually receiving bids at the lease sale or via the post-sale non-
competitive process.  

• Issued–Once BLM receives the bonus bids and first year’s rental for the sold 
parcels, it can issue the leases. There is usually a minimum of sixty days after sale 
until a lease is issued, but there are many cases where it is years until parcels are 
issued.  

 
Having all these data points gives the complete picture of the leasing process, and only 
with all these points can solid conclusions be drawn about the leasing process. I’ve offered 
some refinements to the statements in the question based on my understanding of the 
limited data BLM has released publicly.  
 
A. I understand that of the 5,740,466 acres offered for lease in FY 2013, about 1,282,320 
acres were offered in the lower 48 and 4,458,146 acres were offered in Alaska’s National 
Petroleum Reserve. Is that correct?  
 
Yes. The source of these data is a spreadsheet with offered and sold parcels for FY 2009 to 
2013.  

http://www.blm.gov/wo/st/en/prog/energy/oil_and_gas/statistics.html
http://www.blm.gov/pgdata/etc/medialib/blm/wo/MINERALS__REALTY__AND_RESOURCE_PROTECTION_/energy/oil___gas_statistics/data_sets.Par.80157.File.dat/numberofacresleasedeachyear.pdf
http://www.blm.gov/pgdata/etc/medialib/blm/wo/MINERALS__REALTY__AND_RESOURCE_PROTECTION_/energy/oil___gas_statistics/data_sets.Par.80157.File.dat/numberofacresleasedeachyear.pdf
http://www.blm.gov/pgdata/etc/medialib/blm/wo/MINERALS__REALTY__AND_RESOURCE_PROTECTION_/energy/oil___gas_statistics/data_sets.Par.97646.File.dat/Lease%20Sale%20Results_2009-2013.pdf


 

 
B. I understand that the 1,172,808 acres offered for lease issued in the lower 48 in FY 2013 
was the smallest number of acres offered for lease issued in the lower 48 since FY 1988, 
the last year of available data. Is that correct?  
 
Yes with the refinement that the source of these numbers is the “number of acres leased 
spreadsheet” which should more correctly be labeled “number of acres issued.”  I am only 
aware of one consolidated source of offered and sold data from BLM, and that data set 
only covers FY 2009 to 2013, so it is not the source for statement B.  
 
Again, the incomplete data have caused confusion.  BLM’s imprecise use of the term 
“leased” and the fact that the numbers hover around 1.2 million for both issued and 
offered acres may be the source of confusion. The number of acres issued by BLM in 2013 
was 1,172,808, but the acreage offered was 1,282,320. Some acreage offered in years 
prior to 2013 was invariably included in the amount issued in 2013, and some offered in 
2013 had not yet been issued in 2013. 
 
C. I understand that industry submitted bids on approximately 65 percent of the 1.2 
million acres offered for lease in the lower 48 in FY 2013. Is that correct?  
 
Yes. Of the 1,282,320 acres offered in the lower 48, bids were received on 836,673 acres. 
As Western Energy Alliance covers oil and natural gas issues for the lower 48 and Alaska’s 
circumstances and regulations differ quite a bit from those in the lower 48, I cannot offer 
insight into why BLM offered so much acreage in Alaska with such little interest from 
industry. However, I do know that Mr. Kornze lumped the acreage together in his 
testimony to try to make the case that BLM is far ahead of industry demand. His 
contention certainly does not apply to the lower 48, and in fact BLM continues to defer 
millions of acres across the West that industry has nominated, but BLM will not bring up 
for sale. Offering millions of acres in Alaska that is of little interest to Alaskan producers 
doesn’t compensate for the fact that there are millions of acres that western producers 
cannot lease because of indefinite deferrals. In fact, of the 2,661 parcels nominated in 
2013, 53% were deferred, or 1,416. That does not include the backlog of parcels 
nominated in prior years that have yet to be offered.  
 
Senator Barrasso Question #2:  In his testimony, Mr. Kornze stated:  
 

“Industry now has nearly 7,000 approved drilling permits that are ready for drilling 
but currently sitting unused. If you compare that figure against the fact that an 
average of about 3,000 wells are spud on public lands each year, it becomes 
apparent that industry has ample opportunities to develop leased resources.”  

 
How do you respond to Mr. Kornze’s statement? 
 
Answer: Generally, we heard in Director Kornze’s testimony that all is well in the onshore 
oil and natural gas program and BLM is staying ahead of market demand. BLM offers 
statistics to support that view, but its selective release of statistics tells only one side of 
the story and papers over vast inefficiencies in the system. I believe Chair Landrieu’s 

http://www.blm.gov/pgdata/etc/medialib/blm/wo/MINERALS__REALTY__AND_RESOURCE_PROTECTION_/energy/oil___gas_statistics/data_sets.Par.80157.File.dat/numberofacresleasedeachyear.pdf
http://www.blm.gov/pgdata/etc/medialib/blm/wo/MINERALS__REALTY__AND_RESOURCE_PROTECTION_/energy/oil___gas_statistics/data_sets.Par.80157.File.dat/numberofacresleasedeachyear.pdf
http://www.blm.gov/pgdata/etc/medialib/blm/wo/MINERALS__REALTY__AND_RESOURCE_PROTECTION_/energy/oil___gas_statistics/data_sets.Par.97646.File.dat/Lease%20Sale%20Results_2009-2013.pdf


 

frustration with trying to understand the selective production statistics discussed during 
the hearing is indicative of the general frustration industry also faces. The current 
Administration has implemented policies to slow oil and natural gas development on 
federal lands, but then masks the true effects of those policies by releasing those statistics 
that appear to support its contention that BLM is supporting development. BLM also 
selectively releases statistics that attempt to point the finger at producers as the sources 
of the problem, accusing companies of not using permits or producing on leased acreage.  
 
Fewer bureaucratic obstacles would lead to more efficient development on federal lands 
and more production. Instead, we’ve seen a decrease on federal lands, absolutely in the 
case of natural gas and relatively with oil, and producers are extremely frustrated with the 
system. BLM’s attempts to gloss over those real concerns are not helpful, when in fact 
inefficiencies in the bureaucracy cause distortions in the system not seen on non-federal 
lands.  
 
For example, because producers have no certainty on how long it will take to get a BLM 
APD approved, they must submit many more APDs in advance than they may actually use 
in the hopes that some will make it through the system in time for them to develop. 
Producers must have enough permits in hand to stay ahead of their rigs, because idle rigs 
are extremely costly. Producers are attempting to avoid a situation of having to lay down a 
rig because they cannot get approved permits from BLM.  
 
As a result, there are permits in the federal system that may go unused for long periods of 
time, a situation not observed on non-federal lands. Since producers know how long a 
state permit takes, generally around thirty days on average, they do not have to try to 
anticipate years in advance how many permits they need and stockpile them as they must 
with federal permits.  
 
BLM Director Kornze mentioned that about 7,000 permits have been approved but not 
drilled. (BLM statistics show that number is actually 6,711 as of September 2013, the most 
recent data released by BLM.) Companies would not have to stockpile permits if there 
were more regulatory certainty on the timeframe for receiving those permits, but it is not 
uncommon to have to wait two years or more for a permit. Once an initial well is drilled, 
the producer may determine that the area is not as productive as originally thought, and 
may decide that the additional permits that it had obtained for adjacent wells are not 
worth drilling. Since producers know the length of time it takes to obtain a state permit, 
there is no need to stockpile permits for non-federal lands in advance.  
 
Market conditions may also change years later from the original APD submission. Many 
permits for natural gas lie unused because there came to be a glut of natural gas in the 
U.S. Many of those permits may not be drilled until demand again increases for natural 
gas. In a more efficient system, such as on non-federal lands, producers would not have to 
have obtained those permits years in advance, and there would not be such as large stock 
of unused permits. But the inefficiencies in the federal system compel that stockpiling. 
Furthermore, the fact that there are unused natural gas permits does not mean that there 
are not plenty of producers waiting for permits for oil wells, some delayed years.  
  



Activity
Lease Year

     1      2      3      4      5     6      7      8      9     10    11    12    13    14    15    16    17   18    19  

Conduct background geological and geophysical 
analysis

Nominate lease parcels and wait 6 – 12 months for 
them to come up for sale

Wait indefinitely if BLM defers the leases

Lease Sale

Lease awarded for a 10 year term

Conduct detailed exploratory work

Conduct exploratory Environmental Assessment

Drill and complete exploration wells

Technical/Economic evaluation and formulate plan 
of development

Prepare Environmental Impact Statement

Permit wells

Install production facilities & infrastructure

If exploration wells unsuccessful,
start process over

Discovery

1st Exploration Production

Production

Federal Onshore Oil and Gas Process Time Line
From Prospect to Production

Legend Pre-leasing evaluation

Lease Term

Exploration Phase

Production Phase

Green Text – Operator Responsibility

Red Text – Government Responsibility
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