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Tim Wigley, President, Western Energy Alliance

Western Energy Alliance represents 400 companies engaged in all aspects of environmentally responsible exploration and production of oil and natural gas across the West. Alliance members are small businesses and independent producers that operate on public lands in the West.  Our members are proud to produce 27% of America’s natural gas and 14% of its oil production while disturbing only 0.07% of public lands.  

Western independent oil and natural gas producers are able to help solve some of our nation’s most pressing economic and energy security challenges, but bureaucratic red tape, redundant and burdensome government regulations, and the unending specter of litigation are standing in the way. There is a pressing need to reform the management and regulation of energy development in the West if the United States is serious about increasing its own domestic energy supplies and rebuilding the economy.   

Key findings of the Blueprint for Western Energy Prosperity  

· The West is projected to generate 1.3 million barrels of oil production a day by the year 2020, an amount that exceeds the current daily oil imports from Russia, Iraq and Kuwait combined. 

· The West has the potential to produce 6.2 trillion cubic feet (Tcf) of natural gas annually by 2020, an additional one Tcf from 2010 levels.  

· Combined, western oil and natural gas is projected to produce more energy on a daily basis than the total U.S. imports from Russia, Iraq, Kuwait, Saudi Arabia, Venezuela, Algeria, Nigeria, and Colombia, combined.
· Investment in western energy development could increase to $58 billion annually by 2020.  This prospective growth is more than double the investment made in 2010.    

· The number of direct, indirect and induced jobs in the oil and natural gas sector in the West is projected to increase by 16% to 504,120 by 2020.  

· Annual state severance tax collections in the West are projected to increase from $2.1 billion in 2010 to $5.6 billion by 2020, generating a significant revenue windfall for schools, infrastructure and other basic services.  

Western producers are gravely concerned that current and future government policies are significantly undermining these projections of growth, investment and expansion.  Because much of western oil and natural gas is located on federal land, redundant and burdensome government regulations and bureaucratic red tape are making western energy production more difficult and expensive compared to other regions.     

Policy Recommendations

If America is serious about realizing the full promise of Western energy production, regulatory policies and processes must be realigned to support, not hinder, responsible and timely access to oil and natural gas resources on federal lands.   The West has the capability to meet new demand for natural gas such as increased electricity generation and transportation.  Policymakers should promote policies that take advantage of western natural gas as an abundant, affordable, and clean energy source.  

· A thorough review and comprehensive modernization of the entire federal onshore process, including leasing, project environmental analysis, and permitting is needed.  

· A moratorium on new and expanded layers of federal regulation is needed.  

· Measures must be taken to limit litigation that unreasonably obstructs domestic energy production and economic growth.  

Western Energy Alliance recently completed a study that shows that:
· In the West, there are 22 projects that oil and gas companies have proposed, representing 44,289 wells. 
· In the oil and natural gas NEPA process, companies are responsible for proposing projects, and the Bureau of Land Management (BLM) or the Forest Service (USFS) is responsible for completing the NEPA analysis. Development cannot proceed on federal lands until the government completes the NEPA analysis. Companies regularly pay for contractor support, yet the government is responsible for managing the contractors and approving the documents.
· The total annual impact of the twenty proposed projects is 120,905 jobs, $8 billion in wages, $27.5 billion in economic activity, and $139 million in government revenue. The total economic impact of the projects over their anticipated lifespan (usually between ten and fifteen years) is $383.5 billion.

· BLM delays of over three years or more (up to seven years in some cases) are preventing projects representing 22,835 wells. Those federal government delays are preventing the creation of 64,805 jobs, $4.3 billion in wages, and $14.9 billion in economic impact every year. 

Tom Sheffield, VP Rockies, Pioneer Natural Resources

Pioneer Natural Resources is a large independent exploration and production company focused on delivering competitive and sustainable results. With a long-lived foundation of onshore U.S. properties providing stability and steady growth, Pioneer is pursuing several emerging resource plays in the Lower 48. In Alaska, the Company is the first independent to produce oil on the North Slope with its Oooguruk project. 
Pioneer is the largest operator in the Raton Basin in southeastern Colorado, where its long-lived coal bed methane (CBM) production provides a strong foundation for future growth. The Company owns approximately 256,000 gross acres in the center of the Raton Basin and produces CBM from the coal seams in the Vermejo and Raton formations.

By operating under an integrated field services model and owning much of the equipment required to drill and complete Raton wells, we are achieving industry-leading operating efficiencies and maintaining control over the equipment needed to execute its drilling program. Pioneer has a large inventory of drilling locations and, with continued efforts to improve field compression and the ability to drill wells when gas prices are favorable, has the potential to grow Raton production.

Pioneer is concerned that certain regulatory issues will slow our ability to produce energy and create jobs. For example, Endangered Species Act listings are often made without proper science. The Dunes Sagebrush Lizard is affecting operations in Texas. 
Pioneer’s operation in the Raton Basin is one of the case studies EPA is using for its hydraulic fracturing study. Industry is concerned since Congress has charged EPA to conduct a scientific study of hydraulic fracturing, yet Pioneer has noticed procedures that raise questions about the quality of the science. 

For example, there is a lack of transparency on the detailed study design and plan. Without a rigorous, systematic plan, there are no clearly defined objectives, analytical methods, quality assurance and interpretation. This lack of a rigorous plan is also leading to subjective selection of samples and study sites. A systematic plan should identify clearly how samples will be selected to ensure the integrity of the science.
Better oversight is needed of EPA science. There is an inherent conflict between EPA’s regulatory and compliance roles and its ability to conduct objective science. Given that conflict, it is especially important that EPA science be properly peer reviewed and that standards for EPA-conducted science be tightened before it can be used for regulatory or compliance purposes. 

Jim Schroeder, President & CEO, Mesa Energy
Mesa Energy Partners, LLC is a Denver-based privately held oil and gas development and production partnership. The company has a primary focus in the development of unconventional natural gas plays within the greater Rocky Mountain region, particularly the Piceance Basin of western Colorado.

Leasing delays are holding up production. Leasing is not a green light to drill—it’s just the first step in a long, expensive process fraught with bureaucratic red tape and lawsuits. BLM created polices in 2010 that added three additional layers onto the leasing process. These new regulations are in addition to the existing multiple layers of regulation that for decades have made development on federal lands more time-consuming and difficult compared to private lands. As a result, lease parcels offered by the government in the Rockies have declined by 70%, acreage by 81%, and revenue by 44% since 2008. In Colorado, BLM offered a shockingly low four parcels in 2011, and Utah was close behind with just seventeen. 

BLM is deferring parcels indefinitely throughout the West while it updates Resource Management Plans and implements new polices, which often take years. A company may need adjacent leases to proceed with a project on existing leases, but may wait years for the leases. 
BLM’s permitting process is also problematic for Mesa’s development in Colorado. While Interior Secretary Salazar and BLM Director Bob Abbey recently made an announcement about decreasing permitting times, BLM field office staff who actually issue permits haven’t gotten the memo yet. They’re running operators like Mesa around by adding new, ad hoc requirements onto permits and rights-of-way that are severely delaying development while having no basis in law or regulation. 

The Energy Policy Act of 2005 specifies that BLM must approve Applications for Permit to Drill (APD) within thirty days, yet BLM even admits that the average permit time is 298 days. In fact, depending on the field office, it is not uncommon for APDs to take years. States take about thirty days to approve their corresponding permits for federal wells. 

Because it takes so long to get a federal permit, companies must submit more APDs than they may ultimately need in an effort to have at least one in hand when a rig finishes a well and is ready to go onto the next one. Anticipating long lead times, they submit several at a time, but conditions may change in the months and years from the original application. For example, a company may submit twenty APDs for an area, but after drilling a few wells, may determine that insufficient oil or gas resources prevent further development. 

Western Energy Alliance supports three bills sponsored by members of the House Western Caucus which contain commonsense provisions to clear some of the bureaucratic hurdles in the federal onshore process and encourage domestic energy production. We ask you to support the three bills: H.R.4381 Planning for American Energy Act; H.R. 4382 Providing Leasing Certainty for American Energy Act; and H.R. 4383 Streamlining Permitting of American Energy Act.

Rich Frommer,  VP Rocky Mountain Division, Samson
Samson is a large, privately held exploration and production company headquartered in Tulsa, Oklahoma with offices in Denver, Colorado, Houston, Texas, and Midland, Texas. United States operations are focused in some of the most important onshore basins and in the deep waters of the Gulf of Mexico. Currently, Samson is comprised of 70% natural gas and 30% oil/liquids. In recent years, we have invested more than $4 billion in new drilling and oil and gas property acquisitions. Annually, we plan to spend in excess of $1 billion on capital expenditures. We continue to seek new drilling and acquisition opportunities.

Some key producing basins in the West are the San Juan, Green River, and the Williston basins. Samson operates more than 4,000 wells and has interests in more than 12,500 producing properties. Production operations are a core strength at Samson and the company operates more than 80% of its total production. Samson is an active driller in the United States and annually spends well over a billion dollars in drilling new wells. It will operate the drilling of close to 500 wells and will drill more than 1 million feet of new hole in a single year. A significant portion of our drilling is in regional and semi-regional tight and unconventional oil and gas accumulations. 

Samson has been frustrated during both the leasing and the permitting phases. Federal law requires BLM to issue leases within sixty days of receiving payment from winning bidders, yet BLM regularly fails to do so. A Government Accountability Office report found that BLM failed to comply with this law 90% of the time. 

Samson joined a partially successful Western Energy Alliance lawsuit challenging BLM’s failure to issues leases within the sixty days required by the Mineral Leasing Act. In fact, Samson had 44 leases in Utah that we had purchased in 2005 and 2006. When the Wyoming federal district judge ordered BLM to make a decision on our leases in July 2011, they would only offer us the leases after adding in new stipulations that substantially changed the value of those leases. Therefore, we decided to relinquish those leases. 
 

Besides public lands issues, Samson is very concerned about recent EPA rules for the oil and gas sector. 
EPA is using the rule to circumvent Congress and implement back-door regulation of greenhouse gas emissions. The Clean Air Act (CAA) enables EPA to issue New Source Performance Standards and National Emission Standards for Hazardous Air Pollutants (NSPS/NESHAP) regulations for purposes of controlling criteria pollutants and hazardous air pollutants (HAP), yet in the rule EPA cannot quantify the benefits of either. The environmental benefits EPA is claiming result exclusively from methane capture, a greenhouse gas which is neither a criteria pollutant nor a HAP. 
The rules will add significant red tape costs onto natural gas development. In fact, EPA acknowledges $745 million in cost, and only $11 – 19 million in economic benefit, yet claims the rules are cost effective. Only by overestimating methane emissions by 200% is EPA able to arrive at its economic benefit number.  

