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The Nation's need for more oil and gas devel-
opment from Federal lands will not be met
unless Federal agencies act to

--make more lands, nowclosed to leasing,
available for oil and gas development,

--reduce the number and severity of lease
restrictions which hamper or prevent
exploration and development, and
3

--expedite the processing of Federal 232
leases and drilling permits. 1143

GAO makes congressional and agency rec-
ommendations to open more Federal lands
to mineral leasing, formulate a minerals pol-
icy for military lands, justify the use of sur-
face protection stipulations, and improve the
overall Federal oil and gas leasing and drilling
permit programs.
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To the President of the Senate and the
Speaker of the House of Representatives

This report analyzes how the exploration and develop-
ment of oil and gas from Federal lands could be accelerated.
It identifies ways in which both the Congress and the
administration could open more lands to development and
ensure the timely issuance of Federal leases and permits.

We initially undertook this review at the request of
Representative Richard B. Cheney. Subsequently, Represen-
tative John B. Breaux, Chairman of the Subcommittee on
Fisheries and Wildlife Conservation and the Environment,
House Committee on Merchant Marine and Fisheries, Senator
William L. Armstrong, and Representative Edwin B. Forsythe
requested similar information from us.

Copies of this report are being sent to the Director,
Office of Management and Budget, and the Secretaries of
the Interior, Agriculture, Defense, and Energy.

-(wa”

Comptroller General
of the United States






ACTIONS NEEDED TO INCREASE
COMPTROLLER GENERAL'S FEDERAL ONSHORE OIL AND GAS
., REPORT TO THE CONGRESS EXPLORATION AND DEVELOPMENT

With the Nation facing continuing prospects

of large gaps between consumption of oil and
gas and domestic production, the use of Fed-
eral lands for energy exploration and devel-
opment must be an important consideration.
Managing these lands involves difficult trade-
offs between the often-conflicting issues of
development, conservation, and environmental
protection.

GAO was asked to examine how the exploration
and development of o0il and gas from Federal
lands could be accelerated. They are
hampered by

--the unavailability for leasing of pro-
spectively valuable Federal oil and
gas lands,

--the imposition of stipulations on leases
which restrict exploration and development,
and

--lengthy delays in the approval of Federal
leases and drilling permits.

GAO has determined that the first two of these

1 issues are more significant because of the in-

\ definite duration of actions which have closed

! lands, the severeness of stipulationg on leases,
} the large acreages involved, and their substan-
tial o0il and gas potential. Congressional con-
sideration is required to expedite "opening” of
these lands and oversee agency actions.

Based on an examination of Federal oil and gas
practices in Colorado, Mississippi, Nevada, New
Mexico and Wyoming, GAO found that greater
opportunities exist nationwide for the Government
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to intensify the production of oil and gas from
Federal lands.

FEDERAL LANDS CLOSED TO LEASING
HAVE POTENTIAL FOR INCREASING
SUPPLIES OF OIL AND GAS

The Federal Government controls about 410
million acres in the lower 48 States. Of

this, approximately 64 million acres have

been closed to oil and gas leasing (withdrawn).
(See p. 41.) Wilderness programs at the Forest
Service could close, at a minimum, an additional
33 million acres to new mineral development
after 1983. As much as 55 percent of these
withdrawn lands has some likelihood of
containing oil or gas. (See ch. 3.)

GAO found that of the 20 million acres with-
drawn from leasing in the five States
reviewed, over 11 million acres are considered
to be potentially valuable for oil and gas.
The minimum amount of exploration that has
occurred around many of these areas makes
reliable resource estimates for withdrawn
lands impossible. Recognizing the speculative
nature of such estimates, GAO has used 1978
Geological Survey estimates of recoverable
resources to calculate that a potential 312.6
million barrels of oil and 156.4 billion cubic
feet of gas could be affected by these
withdrawals. However, further exploration in
many of these areas would be needed to provide
better information on the amount of resources
involved. (See ch. 4.)

Most of these lands have been formally closed
for indefinite periods by law, regulation,
Executive order, or public land order. The
Department of Defense and the Fish and Wild-
life Service controlled the most withdrawn
lands considered to have oil and gas poten-
tial. These lands deserve early consideration
of being reopened. (See ch. 4.)

Federal agencies are also closing lands to
0il and gas leasing through management
decisions. Such administrative actions
account for approximately 6 million of the
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20 million acres closed in the States

reviewed. (See ch. 4.) As a result of the
Federal Land Policy and Management Act of

1976, the Department of the Interior has
categorized these "no leasing" decisions as
land management decisions rather than with-
drawals under this Act. Interior is prohibiting
oil and gas leasing on lands without subjecting
the decision to formal withdrawal procedures

or to congressional review and possible veto.
Thus, it is unlikely that the Congress or

the Federal Government will be able to readily
identify areas closed to leasing unless these
single management decisions have affected
100,000 acres or more. Records are not
consistently maintained by Interior to keep
management abreast of the extent to which

"no leasing" decisions are being reached.

(see ch. 3.)

Management of mineral activities in potential
wilderness areas is being treated differently
by the Forest Service and the Bureau of Land
Management. (See ch. 3.) Both of these
agencies' actions have deferred exploration
for o0il and gas in potential wilderness areas,
and thus, have delayed the development of
potential energy resources. By limiting mineral
development, these agencies have followed
policies which are more restrictive than

what the Congress allowed under wilderness
legislation. Under the Wilderness Act of
1964 and other wilderness statutes, mineral
development is permitted at least until
December 31, 1983. Of the 16.5 million acres
of potential wilderness in the review States,
at least 8.5 million acres are considered

to be prospectively valuable for oil and gas.
(See ch. 4.)

Interior and the Department of Defense dispute
whether the withdrawal application procedures
of the Federal Land Policy and Management Act
apply to the military. Specifically at issue
is the requirement for detailed minerals
assessments for all proposed withdrawals.
Since the Congress must establish any Defense
withdrawal over 5,000 acres, it should clarify
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what minerals data will be needed in reaching
a decision to set aside lands for military
use. (See ch. 3.)

Agencies are now requiring lessees to accept
special conditions on leases to ensure protec-
tion of surface resources. These stipulations
can increase the costs of production for an
operator and can act as a disincentive to
exploration and development. In the States
reviewed, a minimum of 1 million acres of
leasable lands are subject to various "no
surface occupancy” stipulations. At least
345,000 acres of these restricted lands lie

in the Wyoming Overthrust Belt. This data
indicates that the practice of restricting
surface use on valuable leases or drilling
permits is likely to be widespread. (See

ch. 4.)

Another category of withdrawn lands exists
through the Bureau of Land Management's

failure to reoffer expired leases in the
simultaneous leasing system (the lottery).

GAO found 1,070 leases on at least 830,000 acres
of Federal land which had been withheld from
leasing in GAO's review States.

(See ch. 4.)

DELAYS IN APPROVAL OF FEDERAL
LEASES COULD DEFER OIL AND
GAS DEVELOPMENT

Lease applications in the States GAO reviewed
encountered a variety of delays. Agencies

for various reasons are not managing their
programs in a manner to secure optimum explora-
tion and development efforts on Federal lands.
In part, this is due to the fact that Federal
0il and gas programs are in competition with
other resource management programs for scarce
funds and manpower.

At least 3,995 (55 percent) of the pending
lease applications in the review States as of
December 31, 1979, were over 4 months old. 1In
addition, 33 percent of the leases issued by
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the Bureau of Land Management in 1979 were
delayed. The length of delays varied by type
of lease and by State. (See ch. 5.)

Most delays in lease approvals were due to
Federal actions. The Bureau itself delayed
half the sampled cases during lease processing
because of inaction, lack of followup, and
mailing errors. The Bureau has not estab-
lished time frames or agreements with other
agencies to facilitate lease processing.

Other delays were due to environmental analy-
ses, deferral of leasing in study areas, title
work by surface management agencies, and mis-
cellaneous reasons. (See ch. 5.) Environmental
assessments have been done on many leases which
are never developed. Such assessments can be
time-consuming and repetitive for Bureau staff,
especially when done for each stage of o0il and
gas activity. Therefore, GAO believes assess-
ments could be deferred until actual surface
disturbance for oil and gas activity is planned
on the lands. Unlike withdrawals, leasing
delays only defer possible production for
temporary periods.

DELAYS IN APPROVING FEDERAL
DRILLING PERMITS AFFECT OIL
AND GAS PRODUCTION

Forty-seven percent of the 1,749 drilling per-
mits approved in 1979 by the U.S. Geological
Survey in our review States were "delayed."

In addition, 63 percent of the 553 permits
pending as of December 31, 1979, were more
than 30 days old. (See ch. 6.)

Delays occurred at all stages of the Geological
Survey's permit processing. The most common
delays involved: obtaining information from
applicants, securing archaeological clearances,
and receiving surface protection recommenda-
tions from Federal agencies on the operator's
drilling plans. GAO believes improving the
present permit system by clarifying operator
requirements and establishing processing time
frames will eliminate many of these delays.
(See ch. 6.)
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GAO believes remedial steps are necessary if
Federal agencies are to increase oil and gas
activity on Federal lands. (See ch. 7.)

RECOMMENDATIONS
TO THE CONGRESS

The Department of the Interior's use of land
management decisions under section 202(e) of
the Federal Land Policy and Management Act

to close lands to mineral leasing may have an
effect similar to withdrawals under section
204 of the statute. Therefore, [the Congress
should determine whether it wishes to be
excluded from the review and possible dis-
approval of such decisions. If not, the
Congress should amend section 202(e) of the
act to provide that management decisions
closing lands to mineral leasing and affecting
smaller sized tracts should be reported to
the Congress. Section 202(e) should be
further amended to require that the Depart-
ment of the Interior submit with each report
to the Congress the minerals report described
in section 204(c)(2) for withdrawals and any
other information required in section 204(c)(2)
which the Congress considers appropriate.
(See Appendix XVII (A) for text of suggested
amendment.)

Because minerals information for military lands
is scarce and existing legislation does not
require that adequate minerals data be avail-
able prior to a decision to reserve lands for \
military purposes, theﬂpongress should amend
section 3 of the Engle Act so that the withdrawal
information for military applications conforms
with the Federal Land Policy and Management

Act's section 204(c)(2) requirements for mineral
analyses. (See Appendix XVII (B) for text

of suggested amendment.)

To increase energy development of potentially
valuable Defense lands, [the Congress should
amend section 6 of the Engle Act to provide

that the Secretary of Defense may only determine
that oil and gas development is inconsistent
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with an installation's military use after the

issue has been studied by Defense. -The Secretary's
decision should be reviewed by the Secretary of

the Interior and reported to the Congress. (See
Appendix XVII (B) for text of suggested amendment.)

In order to allow for adequate oil and gas
exploration in wilderness areas, the Congress
should allow leasing in any future““ixuérness
legislation for some reasonable perlod bheyond
1983. In addition, since most existing Service
wilderness areas will be closed to new oil and
gas leasing after 1983, the Congress should, ga
consider whether sufficient minerals informatio
has been developed on these lands which would
allow it to still conclude that leasing should
be prohibited.

RECOMMENDED AGENCY ACTIONS TO MAKE
MORE LANDS, NOW CLOSED TO LEASING,
AVAILABLE FOR OIL AND GAS DEVELOPMENT

Recommendations to the
Secretary of the Interior

The Secretary of the Interior should:

--Establish criteria on which "no leasing"
decisions must be based. The Secretary
should also require the Bureau of Land
Management to maintain records of "no
leasing" decisions adequate enough to
permit periodic congressional oversight.

-~Require the Bureau to inventory lands
which have been closed by management
decision to oil and gas leasing. The
Bureau should then determine, under section
202(e) of the Federal Land Policy and
Management Act, to retain closure only
to the extent it can demonstrate that a
continuation of the decision not to lease
is based on the criteria defined above.
Such justification should be supplied by
the appropriate surface management agencies.
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--Direct the Bureau to give priority to
evaluating pre-Engle Act Defense with-
drawals under the Bureau's withdrawal
review program. Any existing prohibitions
on oil and gas leasing should be reviewed
and revoked where possible.

--Direct the Geological Survey to review the
0il and gas potential of Fish and Wildlife
refuges in the lower 48 States, and report
its findings to the Bureau and the Fish and
Wildlife Service. The Secretary should then
seek regulatory changes to make these lands
available for leasing in a manner compatible
with their fish and wildlife resources, and
report his findings to the Congress.

--Direct the Bureau to develop a withdrawal
review program, similar to the Federal Land
Policy and Management Act's program, to
include the remaining 38 States.

--Direct the Bureau to inventory and justify
lands withheld from the simultaneous leas-
ing system.

RECOMMENDED AGENCY ACTIONS TO

REDUCE THE NUMBER AND SEVERITY

OF LEASE RESTRICTIONS WHICH

HAMPER OR PREVENT EXPLORATION

AND DEVELOPMENT

Recommendations to the

Secretaries of Agriculture

and the Interior

The Secretaries should direct the Forest Service
and the Bureau of Land Management, respectively,
to establish standards and criteria for the

use of restrictive stipulations, such as surface
disturbance and "no surface occupancy" restric-
tions. Leasable lands should then be inventoried
to determine the extent of use of such stipula-
tion and to verify if the stipulation use meets
the standards and criteria. Stipulation uses
which are determined to be unjustified should
be removed.
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RECOMMENDED AGENCY ACTIONS TO

EXPEDITE THE FEDERAL PROCESSING
OF OIL AND GAS LEASES AND PERMITS

Recommendations to the

Secretary of Defense

The Secretary of Defense should formulate a
minerals policy, consistent with current
national energy needs and evaluations of
oil and gas potential on affected lands,
that will provide guidance to the military
services in making installations available
to leasing.

Recommendations to the
Secretary of the Interior

The Secretary of the Interior should:

--Direct the Bureau of Land Management to
change its guidelines implementing the
National Environmental Policy Act to
defer the requirement for environmental
assessments for o0il and gas activities
until surface disturbance is proposed.

--Direct the Bureau to establish standard
time frames for the completion of lease
processing. Such time limits would be
incorporated in Bureau manuals and in
its planning and budget systems. In
cases where the Bureau is unable to
process an application in a timely
manner (e.g., if over 4 months), noti-
fication should be given to the appli-
cant that his lease has been delayed.
The Bureau should maintain records
to show how many cases are being de-
layed and report these annually to the
Secretary.

--Direct the Bureau to work with surface
management agencies to develop coopera-
tive agreements and goals for lease
processing. These agreements should
clearly state the time by which an agency's
report should be received by the Bureau.
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--Direct the Bureau to develop a standard
followup system for tracking outstanding
lease applications.

--Direct the Geological Survey to clearly
state in its guidelines (Notice to Lessees
No. 6) what the operator is required to
submit,/ such as designation of operator,
and unit agreements, to meet the Survey's
legal and administrative requirements.

--Direct the Survey to review drilling
permit applications and notify an appli-
cant within 7 days of filing date if his
application is incomplete.

--Direct the Survey to develop standard
procedures for tracking and recording
actions|taken on Applications for Permit
to Drill.

--Direct the Survey to coordinate with
operators so that they have an archaeolo-
gist available during joint-site inspec-
tions, whenever a surface-managing agency
requires that an archaeological survey
be done prior to drilling.

AGENCY COMMENTS

Comments on a draft of this report were
solicited from the Departments of Energy,
Defense, Agriculture, and the Interior.
Their responses are included as appendixes
XII1, XIV, XV, and XVI, to this report and
analyzed in chapter 7. The Departments’
overall reactions to the report are quite
favorable. They conclude that the report is
factually accurate and its recommendations
are generally appropriate and reasonable.

The Department of Energy suggested a change
in the language of one GAO recommendation
which was not modified for the final report.

The Department of Agriculture's Forest
Service provided substantive and other
detailed comments, and where appropriate,
GAO has made changes in the report to
reflect its views.



The Department of Defense agreed to develop a
minerals policy to promote development of

energy resources and furnish guidance to the
military departments for leasing their lands.
Defense disagreed with our recommendation to
amend the Engle Act to provide more minerals
data in military withdrawal applications.

The Interior Department agrees with most
of our recommendations and is presently
implementing several of them. However,
Interior feels some recommendations which
were not planned for in Interior's budget
proposals may be difficult to implement.
In addition, Interior describes several
other initiatives which it believes will
improve the oil and gas leasing situation.
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CHAPTER 1

INTRODUCTION

The Federal Government owns over one-third of the
Nation's lands--about 770 million of the 2.3 billion acres
in the United States. In addition, the Government has
retained the mineral rights to over 60 million acres of
State and private lands.

The responsibility for managing and administering most
of these lands rests with two agencies. The Department of
the Interior's Bureau of Land Management is responsible for
427 million acres (55 percent) as well as all Federal mineral
rights on Federal, State, and private lands. The Department
of Agriculture's Forest Service is responsible for 188 million
acres (24 percent). The remaining land is administered by
Department of Defense (3 percent), Interior's National Park
Service (8 percent) and Fish and Wildlife Service (5 percent),
and a number of other agencies which administer smaller
portions.

Federal lands 1/ contain significant quantities of natural
resources and aesthetic and recreational values essential to
our economy, growth, and quality of life. Managing these lands
involves difficult trade-offs between the often-conflicting
issues of development, conservation, and environmental protec-
tion. For example, developing energy resources is generally
not compatible with protecting and conserving other resource
values, and may at times adversely affect environmental
quality.

The use of Federal lands for fossil fuels exploration
and development, specifically oil and gas, has become an
important issue. This is evidenced by recent congressional
and Presidential interest in "opening" more lands to oil
and gas development.

CALL FOR MORE OIL AND GAS
FROM FEDERAL LANDS

In President Carter's April 1979 energy message to the
Nation, he stressed the importance of an effort to "***step

l/Federal lands are all classes of land owned by the Federal
Government.



- up exploration and production of oil and gas on Federal

lands." This concern has been echoed many times as part of

- a long and growing congressional debate.

Representative Richard Cheney asked the General Account-

' ing Office to examine "the major problems facing the oil and

- gas industry as it looks to the public lands as a source of

~additional energy." This request served as the basic frame-
work for the issues developed in the report. Subsequently,

Chairman John Breaux of the Subcommittee on Fisheries and
Wildlife Conservation and the Environment, House Committee
on Merchant Marine and Fisheries, Senator William Armstrong,
and Representative Edwin Forsythe requested that similar

information be developed. (See apps. I to IV for requestors'
- letters.)

This report addresses their concerns about access to
Federal lands and the approval process for exploring and
developing onshore oil and gas. After describing relevant
legislative and other background information (ch. 2), we ana-
lyze the availability of lands for energy leasing (chs. 3 and
4), the Federal leasing process (ch. 5), and the Federal
drilling permit process (ch. 6). We have presented these

issues in this format to follow the steps industry must go
- through if it hopes to produce oil and gas from Federal lands.

First, land must be available to lease; second, an applicant
must obtain a lease giving a right to develop the land's oil
and gas; third, an operator must have an approved permit to
drill in order to begin a development effort.

;OBJECTIVES, SCOPE, AND METHODOLOGY

The objectives of our study were to seek answers to the
following questions:

--How much Federal land has been withdrawn from
o0il and gas leasing?

--What potential do those withdrawn lands have for
0il and gas?

~--Does the o0il and gas industry face restrictions
and conditions in leases and permits so burden-
some that oil and gas development is impeded
or even prevented?



--Does the o0il and gas industry face delays
in the approval of Federal leases and
drilling permits which impede oil and gas
development?

--What Federal actions can be taken to expand
or accelerate exploration for and development
of o0il and gas in Federal lands?

As mentioned, this study was initially requested by
Representative Cheney. In accordance with discussions with
his office, the request was modified and subsequently incor-
porated into two studies. The first study analyzed the
administration's bill to expand competitive leasing of Federal
onshore oil and gas resources. 1/ The second study is this
report.

our effort included interviewing agency headquarters and
field officials; reviewing written procedures, regulations,
and planning and budgeting documents; and examining working
files (lease and permit records and withdrawal orders) and
land status maps. From these records we developed independent
data that illustrates the extent of withdrawals, leasing, and
permitting problems for the first time. It was necessary for
us to develop our own data in some cases because of unreliable
or non-existent agency information. The agencies contacted
included: Interiors' Bureau of Land Management, U.S. Geo-
logical Survey, Fish and Wildlife Service, Water and Power
Resources Services, and National Park Service; the Department
of Agriculture's Forest Service; and the Departments of Defense
and Energy. (See app. V.)

We also interviewed State Government officials in Colorado,
Mississippi, Nevada, New Mexico, and Wyoming; representatives
of the o0il and gas industry and environmental organizations;
and lessees and oil and gas operators.

Our report covers Federal lands and also Federal oil and
gas rights under State and private surfaces (all onshore) in
the lower 48 States. (Indian lands and Alaska were excluded

1/"Impact of Making the Onshore 0Oil and Gas Leasing System
More Competitive," EMD-80-60, Mar. 14, 1980.



from our review.) Our field work was done in Colorado,
Mississippi, Nevada, New Mexico, and Wyoming. We selected
these States because they provide broad geographic coverage,
have a good cross-section of lease and permit activities,
and contain a large amount of land withdrawn from oil and
gas activity. In addition, these 5 States have 41 percent
of the Federal prospectively valuable oil and gas lands in
the lower 48 States.

We used the State of Mississippi as a sample State to
indicate what development of the Eastern Overthrust Belt 1/
area may mean. Most of Mississippi's Federal land is -
prospectively valuable for oil and gas and has had a rela-
tively significant amount of drilling activity. We believe
Mississippi is an eastern State that has had enough drilling
activity to represent typical experiences in the eastern area.
In addition, both the Bureau of Land Management's Eastern
States Office and the Geological Survey's Eastern District
Office handle all eastern oil and gas activity in the same
manner. Therefore, leasing and drilling in new areas of the
East such as the Eastern Overthrust Belt would probably
encounter the same processing issues as in Mississippi.

In chapters 2 and 3, we show the importance of access
to Federal oil and gas lands and discuss the surface-managing
agencies' missions and program requirements based on legisla-
tive mandates. We identify constraints in making these lands
available and develop data on Federal lands closed to oil and
gas leasing in the lower 48 States. 1In chapters 4, 5, and 6,
discussions are based on independent data we developed in
our five review States.

Our methodology for chapter 4 was to examine Bureau of
Land Management withdrawal inventories as well as Park Service
and Fish and Wildlife records to determine what lands had
been formally closed to mineral leasing. We verified these
withdrawals with surface management agencies where possible.
Similarly, we reviewed Bureau environmental assessments and
other records to determine where "no leasing" decisions had
been made administratively. Finally, we identified Bureau
and Forest Service wilderness study areas and other areas

1/A recently defined area of sedimentary rocks in the Appala-
chian region from Virginia to Alabama where geologists
believe 0il and gas may be abundant.



with restrictive stipulations in each State. We then recorded
and mapped each identifiable withdrawn area.

our withdrawals were matched to the Survey's designations
of prospectively valuable oil and gas land. In some cases,
the Survey could not provide an oil and gas evaluation if the
withdrawn area was small (usually less than 640 acres). We
prepared overlays of these prospectively valuable areas and
estimated for each withdrawal how much acreage could be con-
sidered prospectively valuable for oil and gas.

In chapter 5, our pending lease sample selection method
consisted of developing a list of pending lease applications
at each of the five Bureau State offices. We verified the
status of each pending application by examining serial regis-
ters, log books, and other records maintained by the Bureau.
(A lease application was considered pending if filed after
Dec. 31, 1969, but not issued as of Dec. 31, 1979.) Using
this universe, we then generated random numbers to select a
statistically valid sample. For each pending lease applica-
tion sampled, case files were pulled and reviewed.

In chapter 6, we sampled approved and pending permits
from all Geological Survey district offices in our review
States. Our sampled permits were randomly selected, but
cannot be considered statistically valid because the permit
universe in three of our five States was not readily identifi-
able. A universe could not always be developed because files
were kept differently in various Survey offices. However, we
believe that our sample is representative of permits found
in each review State.



CHAPTER 2

INCREASED OIL AND GAS PRODUCTION FROM FEDERAL

LANDS MUST COMPETE WITH EXISTING AGENCY PROGRAMS

TRENDS IN U.S. OIL AND GAS
PRODUCTION AND CONSUMPTION
INDICATE CONTINUED DOMESTIC DEFICITS

Based on current trends, domestic production of petroleum
from conventional sources is expected to be about 3 billion
barrels a year through the year 2000. (See tables 1 and 4.)

Onshore production from the lower 48 States is expected
to decrease at least 20 percent from 1985 to 2000. Domestic
production of natural gas is expected to drop from about 20
trillion cubic feet in 1979 (see table 4) to about 17 trillion
cubic feet per year from 1985 through 2000. (See table 1l.)
Again, onshore production from the lower 48 States is expected
to drop significantly (18 percent) from 1985 to 2000.

Despite the potential to reduce domestic demand through
conservation, o0il and gas demand is expected to exceed domes-
tic production from conventional sources at least through the
year 2000. Petroleum consumption has risen from over 3.5 bil-
lion barrels per year in 1960 to about 7 billion per year since
1977. Consumption of natural gas during the same period rose
from 12 trillion cubic feet per year to more than 22 trillion
in 1972 and 1973, dropping to 19.5 trillion per year in 1979
as domestic production fell. (See table 2.)



TABLE 1

Estimated Trend of United States Domestic
Petroleum and Natural Gas Production

1985 - 2000
Petroleum

(in billions of

barrels per year) 1985 1990 1995 2000

Lower 48 onshore 1.8 1.5 1.4 1.4

Alaska .6 .5 «5 .5
i Lower 48 offshore .2 .2 o2 .2
. Enhanced oil recovery - .1 .2 .4

Natural gas liquids .6 .6 .6 .6
! Total petroleum 3.2 2.9 2.9 3.1
\ ——— —— ——— ——=
| === === === ==
|
| Natural gas
: (in trillicn cubic

feet per year)

Lower 48 onshore 16.5 14.8 14.0 13.5

Frontier Outer Continen-

tial Shelf and Alaska 0.6 2.0 2.8 3.1

Total natural gas 1

o~
e
I
o=
o
e
i
=
I o
e
[e el
ft —=
I o
o

Source: Derived from our report, "Analysis of Current Trends
in U.S. Petroleum, and Natural Gas Production,”
EMD-80-24, Dec. 7, 1979.



TABLE 2

Fuel Consumption in the United States

1960 - 1979
Petroleum Natural gas
(in millions of (in billions of
Year barrels per year) cubic feet per year)
1960 3,611 12,269
1965 4,202 15,598
1970 5,365 21,367
1972 5,990 22,429
1973 6,317 22,245
1974 6,078 21,223
1975 5,958 19,537
1976 6,391 19,947
1977 6,727 19,521
1978 6,879 19,630
1979 6,707 19,490

Source: Data for 1960-1977 from U.S. Department of Commerce,
Census Bureau, Statistical Abstract(s) of the United
States, 1979, 1976, and 1975.

Figures for 1978 and 1979 are based on Department of
Energy statistics from the Energy Information
Administration.

Natural gas consumption is related, in large measure, to
availability from domestic and nearby foreign sources. How-
ever, unless domestic production of petroleum from conventional
sources or from synthetics can be increased significantly,
the United States will continue to be heavily dependent on
foreign sources to meet domestic petroleum needs. Net imports
of petroleum as a percentage of consumption rose from 16 per-
cent in 1960 to about 43 percent in 1979 (see table 3) and
could continue at this level or even increase unless signifi-
cant breakthroughs are made to reduce demand and increase
domestic production.



TABLE 3

Net United States Imports of Petroleum
as pPercentage of Apparent Consumption

1960 - 1979
Year Percent
1960 16
1965 20
1970 21
1971 24
1972 28
1973 35
1974 35
1975 36
1976 41
1977 47
1978 42
1979 43

Source: Based on information from Energy Information
Administration, Annual Report to Congress 1979,
vol. 2, table 18, p. 43.




FEDERAL LANDS ARE A SIGNIFICANT

POTENTIAL SOURCE OF FUTURE

OIL AND GAS SUPPLIES

In recent years, about 6 percent of the Nation's oil and
gas production has come from Federal onshore lands (excluding

Alaska). Including the naval reserves, Federal onshore petro-
leum production rose from 5.7 percent in 1975 to 6.4 percent
in 1979. (See table 4.) Congressionally mandated increases

on production from the California naval reserves during that
period offset a decline of about 8 percent in production from
other areas. Lower-48 onshore Federal production from 1975-
1979 appears to be a low production percentage since the
Federal Government owns about 19 percent of the lands in the
lower 48 States which are prospectively valuable for oil and
gas. Improvement may be possible in Federal lands' contribu-
tion to national oil and gas production since some of these
prospectively valuable lands are in areas where there has been
relatively little oil and gas activity. (See ch. 3.)

Most of the lands prospectively valuable for oil and gas
are in Alaska and are federally owned. These Alaska holdings
(112 million acres) represent 30 percent of all Federal land
prospectively valuable for oil and gas. However, these figures
are subject to change because ownership of 149 million acres of
Federal land in Alaska, including large areas prospectively
valuable for oil and gas, has been transferred to Alaskan
natives and to the State of Alaska under Public Law 96-487.

For these and probably other reasons, onshore lands in Alaska
have been producing less than one-half of 1 percent of domestic
production of both oil and gas. How significant future pro-
duction from onshore Federal lands in Alaska will be depends
largely on how much of the potential oil and gas lands remains
in Federal ownership, and how much of that land will be open

to exploration and development. These Alaskan questions,
however, are outside the scope of this report.
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TABLE 4

Source of United States Domestic Petroleum

and Natural Gas Production

1975 - 1979
Petroleum
(in thousands of
barrels per year) 1975 1976 1977 1978 1979
Federal:
Alaska onshore 12,834 11,679 9,849 7,847 7,912
Lower 48 onshore 2/157,924 160,420 192,151 196,346 199,054
Of fshore 330,237 316,920 303,948 292,265 285,566
Total Federal 500,995 489,019 505,948 496,458 492,532
Non~Federal: 2,255,880 2,479,161 2,503,477 2,681,597 2,622,016
Total domestic
petroleum: 2,756,875 2,968,180 3,009,425 3,178,055 3,114,553
Lower 48 as percent
of total domestic: 5.7 5.4 6.4 6.2 6.4
Natural gas (in
millions of cubic
feet per year)
Federal:
Alaska onshore 58,010 60,584 63,701 80,204 78,994
Lower 48 onshore
(note a) 942,743 1,022,321 999,902 1,020,133 1,045,401
Offshore 3,458,693 3,595,924 3,737,747 4,385,061 4,672,979
Total Federal 4,459,446 4,678,829 4,801,350 5,485,398 5,797,434
Non-Federal E/ 15,649,554 15,273,161 15,223,650 14,488,602 13,923,566
Total Domestic
natural gas: 20,109,000 19,952,000 20,025,000 19,974,000 19,721,000
Lower 48 as percent
of total domestic: 4.7 5.1 5.0 5.1 5.3

a/Includes Naval petroleum reserves.

b/Includes Indian lands.
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INDUSTRY AND ENVIRONMENTAL GROUPS

HAVE DIVERGENT VIEWS ON THE

IMPORTANCE OF FEDERAL LANDS

The basic view of the o0il and gas industry is that the
needs of the Nation require that the industry have access to
as much Federal land as possible to explore for and develop
oil and gas. The industry alsoc believes that such access
should reflect the needs of the Nation for oil and gas and
the need to keep costs of production down.

In general, the oil and gas industry believes the current
system used by the Federal Government is wasteful and ineffec-
tive. They argue that leasing delays impede exploration by
hindering the creation of land units large enough to make it
attractive to invest. The multiple requirements involved with
drilling, according to industry, result in the need to obtain
numerous permits and approvals. These approvals cause the
industry to submit volumes of information, much of which is
duplicative and not needed, and which results in increased
costs. Industry believes Government approval of permits on a
permit-by-permit basis creates planning problems and leads to
uncertainties whether a large area can be developed even if
oil and gas is found. Finally, industry argues that the time
required to obtain approval of leases and permits means that
large investments are "tied up" for long times without any
return.

Environmental groups believe that some areas should not
be leased, particularly natural and wildlife areas. These
groups believe that, in the longer term, the leasing of these
lands will do little to solve oil and gas shortage problems.
They believe that exploration and development should first
take place on lands already under lease which, if developed,
would have less adverse environmental impacts. They believe
more attention should be directed towards developing alterna-
tive energy sources and alternative lifestyles.

Environmental groups feel the amount of oil and gas
which is contained in lands being restricted is not sufficient
to appreciably reduce the Nation's reliance on foreign oil
and gas. They also believe the effect of not adequately
protecting the environment is more costly in the long run
than protecting it.

What future role Federal onshore lands will play in meet-
ing domestic o0il and gas needs depends in part on (1) access
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to these lands for oil and gas exploration and (2) the effi-
ciency of the Federal oil and gas management system. The
following discussion looks into these two questions.

THE IMPORTANCE OF ACCESS TO PROSPEC-

. TIVELY VALUABLE OIL AND GAS LAND

Since minerals are "where you find them" and miners look
only where minerals can accumulate in commercial quantities,
studies on access to Federal lands for oil and gas exploration
and development must focus on lands "prospectively valuable
for oil and gas." This category was devised by the Geological
Survey, the agency with Federal responsibility for leasable
mineral classifications and evaluations on public lands. One
way of defining "prospectively valuable" lands is to state
that these are lands where accumulations of oil and gas are
not impossible.

For the most part, the phrase "prospectively valuable
for oil and gas"” is synonomous with sedimentary basins. In
such basins, it is theoretically possible that over the years
organic material was deposited, converted into oil or gas, and
trapped in recoverable form.

Whether part or all of a tract of land contains oil and
gas in commercial quantities depends on a number of factors--
such as the presence of organic materials; conditions under
which the materials were laid down and subjected to heat and
pressure; and how well the materials and the resulting oil
and gas, if any, were trapped and retained in place. In
addition, whether a targeted area with favorable accumulation
conditions is economically attractive depends on such factors
as depth of deposits, size of pools, chemical contaminants,
and recoverability. Many of these conditions can generally
be determined only through drilling. Actions preventing or
impeding exploration for oil and gas thus prevent determination
of the location of recoverable deposits.

Critics state that full oil and gas
potential cannot be realized from
Federal lands because of withdrawals

It has been known for some time that withdrawals have
reduced or limited access to Federal lands for oil and gas
exploration and development. However, the degree to which
withdrawals have affected access and the significance of such
interference to domestic oil and gas production have been
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matters of controversy. Chapters 3 and 4 of this report
look into the question of the relation of withdrawals of
Federal onshore lands in the lower 48 States to domestic oil
and gas exploration and development.

Withdrawal, for the purposes of our discussion, refers
to withholding an area of Federal land from the operation
of the mineral leasing laws. This means that lands are
closed at a minimum to oil and gas but could also be closed
to coal, oil shale, phosphate, sodium, potassium, and bitumen
development. We have defined three types of withdrawals:
(1) "no leasing" areas established formally either by act
of the Congress, Executive or public land order, 1/ or regu-
lation, (2) "no leasing”" areas established by informal
administrative decision 2/ on the part of any agency official,
and (3) leasable lands where oil and gas activities are

severely restricted by lease terms and conditions (stipulations).

Critics claim that achieving potential
of open lands is hampered by management
policies, procedures, and inefficiencies

Much criticism has been leveled at the Federal land man-
agement agencies, alleging that their policies, procedures,
and inefficiencies are (1) hampering access to lands which
are not withdrawn and (2) when access is granted, preventing
the efficient conduct of exploration and development by indus-
try. This report in chapters 5 and 6 looks into the validity
of these accusations in identifying what basis there is for
industry's criticism.

Although Federal prospectively valuable oil and gas lands
and the leasing system are fairly simple in concept, the num-
ber of agencies involved, the discretion granted to them, the
complexity of their goals and of legislation affecting oil and
gas leasing, and other factors create considerable opportunity

l/Proclamations made by (1) Presidents of the United States
and (2) secretaries of agencies. They affect the status of
Federal lands by classification, withdrawal, or restoration.

g/Unlike public land orders, these decisions do not take the
forms of formal orders but can be letters, memoranda and
other means. They are generally made without an opportunity
for public involvement.
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for misdirection, error, and inefficiency in Federal management
of oil and gas programs.

THE MINERAL LEASING ACTS
AND FEDERAL PROGRAMS 1/

The Mineral Leasing Act of 1920 (30 U.S.C. 181, et seq.),
as amended, authorizes the Secretary of the Interior to dis-
pose of deposits of oil and gas and certain other minerals 2/
in public domain lands, 3/ with certain exceptlons, by lease,
license, and permit. The exceptions are lands in incorporated
cities, towns, and villages and lands in national parks and at
national monuments. The original act also excluded all mili-
tary and naval lands. However, in 1958 (43 U.S.C. 154-158)
the Congress made it possible for Federal agencies to lease
military lands. The Congress stated, "there shall be no dis-
position of, or exploration for, any minerals***" in military
‘and naval lands, except naval petroleum and oil shale reserves,
‘"***oycept under the applicable public land mining and mineral
'leasing laws." 4/ Further, it forbade such disposition or
‘exploration where the Secretary of Defense determines it would
be inconsistent with "military use" of the lands.

l/Slnce the following deposits are not within the scope of
this report, this section does not discuss the laws which
govern disposal of oil and gas which is (1) in naval petro-
leum reserves (2) in the Outer Continental Shelf, (3) subject
to disposal by the General Services Administration under the
surplus property acts, and (4) in lands acquired by lending
agency foreclosures or for resale.

:2/These minerals now include: coal, phosphate, sodium, potas-
sium, oil, oil shale, native asphalt, solid and semi-solid
bitumen, and bituminous rock or gas.

'3/Lands, title to which the United States obtained during its

" national expansion westward (e.g., cessions by the original
13 States--1781 to 1802--and the Louisiana Purchase--1803),
and which have remained in Federal ownership. The public
domain does not include Texas or the original 13 colonies
or their territories except lands they ceded to the United
States.

4/Both Interior's and Defense's position is that the Executive
or public land orders establishing military and naval reser-
vations control their disposition. Such lands are not leasable
if the orders bar their leasing.
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In 1947, the Mineral Leasing Act for Acquired Lands (30
U.S.C. 351-359) authorized the Secretary of the Interior to
dispose of deposits of the same minerals in acquired lands, 1/
with the same exceptions. An amendment to the Federal Coal
Leasing Amendments Act of 1975 (90 Stat. 1083), introduced to
open lignite deposits on military lands to leasing, was phrased
in a manner resulting in the opening of acquired military lands
for leasing of all leasable minerals.

Some lands leasable under the two mineral leasing acts
are excluded from leasing or made subject to leasing with
special considerations by the laws governing their management.
The most significant of these lands is the Wilderness System

- governed by the Wilderness Act of 1964 (16 U.S.C. 1131-1136,

(See p. 20.) Also, wild river segments of the Wild and Scenic
Rivers System are closed to mineral leasing by the Wild and
Scenic Rivers Act (16 U.S.C. 1280).

The mineral leasing laws grant discretion to the Secretary
of the Interior to lease the 0il and gas in Federal lands (30
U.S.C. 226(a) and 352). Recently he has exercised this discretion
twice to halt oil and gas leasing. First, in November 1979, the
Secretary declared a moratorium on the leasing of minerals in
acquired military and naval lands. 2/ (See ch. 4.) Then in
February 1980, the Secretary suspended all noncompetitive oil
and gas leasing for several months in the wake of fraud inves-
tigations in the West and pending revision of regqulations. 3/
The Secretary also used this discretionary authority through
regulations which have closed all Federal Wildlife Refuges
to oil and gas leasing except where Federal deposits are being
drained by operations on adjoining lands (43 CFR 3103.3).

The 1920 Mineral Leasing Act, as amended, vests all dis-
cretion in the Secretary of the Interior. The recommendations
of surface-managing agencies (SMAs) administering public domain

1/Lands obtained by the United States for specific reasons
or programs through purchase, gift, or condemnation.

2/44 Fed. Reg. 64085, Nov. 6, 1979.

3/Secretarial Order No. 3049, Feb. 29, 1980.
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lands are advisory only (except for leasing all deposits in
military and naval lands, which can only occur with the
concurrence of the Secretary of Defense). However, under the
1947 act, the Secretary cannot lease acquired lands without
the consent and under the terms and conditions specified by
the SMAs. 1In practice, this difference has no significance
since the Bureau of Land Management, acting for the Secretary
of the Interior, as a matter of policy complies with the SMA
recommendations for public domain lands, as well as for
acquired lands. 1/

With some exceptions, the Secretary of the Interior has

wide discretion in how he administers the mineral leasing
acts for oil and gas activities. There are four major

exceptions to this authority. The first is that he must lease
lands noncompetltlvely to the first qualified applicant except
where the lands are in a known geologlcal structure (KGS) of a
producing oil and gas field. For lands in a KGS, he must offer
the lands competitively. The second exception is that the law
ets the royalty at 12-1/2 percent for noncompetltlve leases.

he third major limitation controls the size of holdings of
individual lessees. Finally, the Department of Energy Organization
Qct (42 U.s.C 7101) transferred certain functions to the

ecretary of Energy, including authority to establish diligence
requirements, set production rates, and set terms for acquisition
and disposition of royalties. Otherwise, the Secretary has wide
discretion in determining whether he is going to lease lands,

in setting rentals, in establishing royalties and acceptable
bonuses in competitive sales, in specifying terms and conditions
in all leases, and so on.

The leasing system

Onshore Federal lands are leased for oil and gas explor-
ation by the Bureau of Land Management. These lands are leased
either competitively or noncompetitively depending on the known
geological potential of the tract offered. Nohcompetitive
leasing is either (1) first-come, first-served (over-the-
counter) or (2) by lottery if the tract has previously been
leased. A brief description follows:

"

1/On rare occasions the Interior Secretary, upon appeal of a
lease applicant, has overruled the Bureau of Land Management
and the SMA.
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--Competitive method. By law, land located within
a KGS, is leased through competitive bidding.
A KGS is essentially land with proven production.
Once a producible well is "completed," the land
around the well, generally about 1 square mile,
is designated by the Geological Survey as a KGS.
The lands identified in the KGS, if leased, must
be leased competitively to the bidder offering
the highest acceptable bonus. 1/

~-Noncompetitive method.

Simultaneous, or lottery system. The majority

of Federal land is leased under this system. As
leases expire or are otherwise terminated, they
are scheduled for bi-monthly drawings. Schedules
are posted. Interested parties submit a drawing
card together with a $10 filing fee. The winning
applicant is randomly selected and required to
submit rentals of $§1 per acre annually.

Over-the-counter, or open filing. Land not
previously leased and not subject to the lottery
system is available to the first qualified appli-
cant who submits an application along with the
first year's rental ($1 per acre), and a $10
filing fee. Potential lessees can identify
available land by examining maps and title data
in the Bureau's offices.

Beginning fiscal year 1980, there were more than 118,000
active 0il and gas leases which included over 100 million
acres of Federal lands. In fiscal year 1979, about 12,000
leases were issued for slightly less than 13 million acres,
of which 71,000 acres were leased competitively. Roughly
97 percent of the lands offered for leasing are outside a
KGS and are therefore leased noncompetitively.

1l/Because lessees usually lease areas surrounding proposed
or ongoing drilling operations awaiting possible discovery
of oil and gas, most Federal lands are leased noncompeti-
tively. Competitive sales usually occur when a lessee
relinquishes a lease in an established KGS.
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The permit system

The Geological Survey is the supervisor of private explor-
ation and development operations authorized by Federal oil and
gas leases. Before they can enter on leased lands, operators
must prepare and submit to the Survey an Application for Permit
to Drill (APD), operations plans, and maps of proposed well
sites. After the Survey issues a permit to drill, the operator
must comply with its terms and conditions, including compliance
with the surface protection and reclamation requirements speci-
fied by the SMAs. The Survey supervises that compliance in
consultation with the SMAs. The Survey releases operators
from performance bonds only with the concurrence of SMAs that
the operators have performed as required.

CONFLICTS BETWEEN OIL AND GAS
PROGRAMS AND AGENCY MISSIONS

A criticism industry makes is that these Federal agencies,
in the exercise of their discretionary authority, subordinate
their oil and gas work to other activities, and encumber lease
and permit processing with expensive and time-consuming proce-
dures and burdens. Our study shows that land management agen-
cies make land use decisions on the basis of a multitude of
considerations. Each agency has an overall management mission,
such as multiple use and sustained-yield management (the Bureau
of Land Management and the Forest Service), protection and
development of national recreation areas for public use by
present and future generations (National Park Service and the
Forest Service), and protection of resident wildlife (Fish and
Wwildlife Service). Within their general missions, each agency
also has a number of more specific missions--protection of
watersheds, provision of timber flows, protection of wild and
free-roaming horses and burros, and stability of the livestock
industry dependent on the public range. These various missions
are subject also to some other requirements, including protec-
tion of the quality of the human environment:, protection of
wildlife, and preservation of historical sites. 1In addition,
SMAs are generally under some statutory directive for land-use
planning.

Legislation establishing
agency programs

Agency missions and program reguirements are based on
many laws which have an impact on the effectiveness of the
mineral leasing laws. For example, the 1934 law authorizing
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of Federal land, much of which is in Alaska, was "formally
closed" to some or all leasable minerals. 1/ Some of this
land is not, in fact, closed to 0il and gas. We have revised
these estimates for 1979 to reflect recent changes. We have
also attempted to distinguish between lands closed through
formal withdrawal actions and those closed by administrative
decision. Of the 65 million acres that is closed, a little
more than 48 million acres was closed through formal with-
drawals and 16 million through administrative actions. This
total underestimates administrative oil and gas withdrawals
in part because it does not include "no leasing" areas desig-
nated for endangered species habitat and administrative sites
which we could not compile since agencies such as the Forest
Service, Fish and Wildlife, and the Bureau of Land Management
do not maintain central records of such withdrawals. (See
table 5.) Also, by 1984 an additional 17 million acres of
existing National Forest Service Wilderness areas will be
closed to new oil and gas development under the terms of the
Wilderness Act.

The National Park Service, whose lands are generally
closed to leasing under the Mineral Leasing laws, has juris-
diction over the largest block of formally withdrawn lands-—-
18.8 million acres. Another 1.3 million acres, all in
recreation areas, is closed administratively to protect admin-
istrative and scenic areas in units legally open to mineral
leasing. (See table 5.) The Forest Service has also employed
withdrawals to protect administrative sites, public recreation
areas, natural areas, watersheds, and the like. 1In 1976 (the
last year for which such data was compiled) such withdrawals
represented 12 percent of the Forest Service's withdrawn
areas and 1.4 percent of its lands in the lower 48 States
(currently about 2.3 million acres). 2/

1/0ffice of Technology Assessment, Management of Fuel and
Nonfuel Minerals in Federal Land, Apr. 1979, p. 216.

2/1In some States, the Forest Service has had such areas
formally withdrawn. However, the Service manual categorizes
these as management decisions which do not require formal
withdrawals. We have not attempted to distinguish between
the number of these withdrawals made formally or administra-
tively.
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literature about the area will be part of these analyses. The
Bureau has completed the identification process for the review
and is now planning to reconcile its results with other agen-
cies' records of withdrawals prior to analyzing each area's
resources.

A variety of other laws also have an impact on access to
Federal lands for oil and gas exploration and the opportunity
to conduct economical development operations.

Perhaps the single most important nonmineral legislation
to affect o0il and gas leasing has been the National Environ-
mental Policy Act of 1969, as amended (NEPA)(42 U.S.C. 4321
et seq.). It requires all agencies to take steps to preserve
the quality of the human environment. To this end, it requires
an environmental impact statement for all "major Federal
actions significantly affecting the quality of the human
environment."

SMAs began to evaluate oil and gas actions when the regu-
lations implementing NEPA included as "actions" which, if
major, require environmental reports: "new and continuing
projects and program activities*** involving a Federal lease,

ermit, license, certificate or other entitlement for use

i40 C.F.R. 1500.5, 1973, emphasis added). A major Federal
action now is defined as "***projects and programs entirely
or partly***approved by Federal agencies," and "***projects
include actions approved by permit or other regulatory
decision***" (40 C.F.R. 1508.18). The Bureau has determined
that in accordance with these and other regulations (40 C.F.R.
1508.9) environmental assessments must be prepared for all
oil and gas leases to determine whether they would have a
sufficiently significant effect on the quality of the human
environment to require a more detailed environmental impact
statement. The Bureau also requires the surface-managing
agency to consider the environmental effects of leasing and to
certify that its recommendation is based on’an environmental
assessment for the lands.

NEPA also comes into play with oil and gas drilling
operations. The Geological Survey prepares environmental
assessments for drilling projects, usually for each well
planned to be drilled on a Federal lease. The Endangered
Species Act (16 U.S.C. 1521-1543), the National Historic
Preservation Act of 1966 (l6 U.S.C., 479, et seq.), and other
archaeological preservation acts and environmental laws are
taken into consideration during preparation of these
environmental assessments.
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The Endangered Species Act of 1973 accords the highest
Federal policy priorities to the protection and conservation
of endangered and threatened species. (Tennessee Valley
Authority v. Hill, Tenn. 1978, 437 U.S. 153.) Under this act,

critical habitats for various species have been and are

being identified. Federal agencies must take steps to insure
that actions they approve or fund will not damage these habitats.
As a result, agencies have closed areas to oil and gas develop-
ment or have placed seasonal and other restrictions there.

If drilling and other exploration and development activity

pose no threat to a species or its habitat, the SMA can provide
clearance. However, if they suspect that such activity might

be damaging, SMAs must consult with the Fish and Wildlife

'Service before taking any agency action "***to insure that any

actions authorized, funded or carried out by them do not
jeopardize the continued existence of any such endangered
species or threatened species or result in the destruction
or modification of their habitat” (16 U.S.C. 1536).

Several acts require Federal agencies to protect cultural
resources on Federal lands, such as prehistoric ruins, monu-

“ments, or other objects of antiquity. Important among these

are: the National Historic Preservation Act of 1966, the
Antiquities Act of 1906 (16 U.S.C. 431-433), and the Archeo-
logical and Historic Preservation Act of 1974 (16 U.S.C. 469
et seq.) Surface-managing agencies must comply with these acts
in connection with their operations. In addition, the Survey
requests cultural clearances from surface-managing or State
archaeological agencies prior to drilling. These agencies in
turn may require an operator to have a qualified archaeologist
investigate and report on areas identified for drilling. Such
a report must inventory sites, buildings, structures, and
objects eligible for inclusion in the National Register of
Historic Places.

Procedural impacts of
balancing agency missions

The application and balancing of all these responsibili-
ties involve the agencies in a wide variety of internal and
external processes, including field examinations, special
studies, consultation with Federal and State agencies and
the general public, environmental impact statements, and
litigation. These activities have an impact on the ability
of agencies to process oil and gas applications with dispatch.
Planning places a heavy procedural burden on the agencies
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and creates a need for a wealth of data in sufficient detail
to manage specific lands. Agencies are not likely to hold
enough public-participation activities or accumulate suffi-
cient data to satisfy themselves or various interested groups
that decisions are being soundly made. In order to maintain
an acceptable level of operations under these conditions, they
sometimes adopt methods which in effect defer real decisions
to the future.

With respect to oil and gas, both the Forest Service and
the Bureau of Land Management have adopted practices which
allow them to continue processing leases without committing
themselves to approval of future development operations. They
incorporate stipulations or statements of conditions into some
leases which give the agency control over whether development
will eventually be allowed under the lease. Thus, agencies
may continue processing leases with limited procedures and
without the data needed for a final decision.

This use of stipulations obviously raises serious problems
for lessees, since they have no assurance that they will be
permitted to pursue an economical exploration and development
program on their leased lands. Although it is difficult to
estimate and evaluate the impact of this type of practice, its
significance is discussed in this report. (See ch. 4.)
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CHAPTER 3

ACCESS TO FEDERAL LANDS 1S SUBJECT

TO A VARIETY OF CONSTRAINTS

HISTORY OF WITHDRAWALS

The practice of executive withdrawals began informally
while the West was being won. 1/ The President first set
aside public domain lands for frontier forts informally, some-
times in the form of a handwritten order. Later he withdrew
lands for other purposes. When the President's authority to
withdraw lands was finally questioned, the Supreme Court in
1915 ruled that the Congress had granted the President with-
drawal authority by implied consent. Since the Congress had
known what the President was doing and did not object, it
had in effect granted him withdrawal authority.

Meanwhile the Congress had granted the President authority
by statute to make specific types of withdrawals from the
public domain, such as national forest reserves and national
monuments. It also granted to the Secretary of the Interior
authority to make certain other types of withdrawals, such as
reclamation withdrawals. Withdrawals under these authorities
often sparked public controversy. Many of the early with-
drawals did not specifically address disposition of minerals.
However, in those cases Interior has officially interpreted
the orders and has often viewed these withdrawals as closing
lands to mineral leasing. These withdrawals have often been
considered to be permanent closures as well, because the
orders have carried no termination dates.

i/The concept of withdrawn lands (or withdrawals) developed
early in the U. S. history when all Federal or "public
domain" lands were generally available fqQr settlement or
State selection, or were otherwise being acquired by the
general public. To prevent tracts of land from passing
out of Federal ownership or control, it was necessary
for the Government to take some legal or administrative
actions to "withdraw" the lands from the "public domain."
Even though lands have been withdrawn, the public often has
certain rights to the land. However, these rights and privi-
leges vary and are dependent upon the type of withdrawal. 1In
some withdrawn areas, acquisition of virtually any right or
privilege is barred to the public. In others, only mining
or mineral leasing is forbidden.
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All this withdrawal authority, statutory and implied
(except for national monuments), was delegated to the
Secretary of the Interior by the President during World War
I1. Withdrawals of millions of acres of public domain lands
in the West and Alaska for national defense purposes during
World War II led to a renewal of public controversy over
executive withdrawal authority, policies, and actions. The
first major executive responses were to formalize policies
and procedures into a comprehensive set of regulations in the
1950s--including formal applications, publication of notices
of proposed withdrawals, studies, investigations, and oppor-
tunities for public hearings. Other executive responses
included a series of withdrawal review programs, all of which
had limited results.

Acquired lands are also effectively withdrawn when a
sur face-managing agency refuses to lease them. Under the
Mineral Leasing Act for Acquired Lands (30 U.S.C. 352), a
surface-managing agency must consent to the leasing of its
lands before the Secretary of the Interior can issue a lease.
If the SMA refuses, then the lands are closed to oil and
gas leasing.

"NO LEASING" AREAS TO BE DESIGNATED
BY MANAGEMENT DECISIONS

The Congress finally legislated on public domain with-
drawal authority in 1976. In FLPMA, it repealed all existing
executive authority, both statutory and implied, except the
President's authority to create national monuments. In place
of the repealed authority, FLPMA granted the Secretary of the
Interior authority to make withdrawals under certain conditions
and restrictions. A major condition is a requirement that all
Secretarial withdrawals of 5,000 acres or more must be referred
to the Congress after issuance. The law provides for congres-
sional veto of such withdrawals, except those for the National
Wildlife System, by a majority vote of both' Houses.

FLPMA's transfer of all legal withdrawal authority to the
Secretary had a widespread effect on withdrawals from mineral
leasing. Under the mineral leasing acts and FLPMA, the
Secretary of the Interior now has full authority to open and
close lands as well as their minerals to access by industry or
the public. For mineral leasing, the Secretary has always had
the discretion to deny access to Federal minerals. When FLPMA
took the withdrawal authority away from the President and gave
it to the Secretary, according to Interior, the existing
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mechanisms of executive and public land orders were no longer
needed to make mineral leasing closures part of a withdrawal.
Executive and public land orders prior to FLPMA had served as
directives to the Secretary from the President not to lease
the minerals in certain lands which were being set aside.

The Bureau of Land Management has determined that "with-
drawals cannot be made to segregate the public lands from the
operation of the discretionary public land laws." Under the
Bureau's plans, existing withdrawal orders which have closed
lands to mineral leasing will be modified as they come up for
review or renewal. To close lands to oil and gas leasing
under FLPMA, the Secretary or the Bureau now will only make
a separate “management decision” which does not have to be
referred to the Congress for review and possible veto unless
it affects 100,000 acres or more. l/ As a result, it is
less likely that the Congress or the Federal Government will
be able to readily identify areas closed to mineral leasing
in the future except where single management decisions affect
large areas. However, it is unclear whether such mineral
leasing decisions were meant to be governed by the Bureau's
land management authority under FLPMA.

A recent Wyoming District Court decision 2/ involving
RARE II (roadless area review and evaluation) lands suggests
that Interior's position--~that "no leasing"” management
decisions are exempt from formal withdrawal procedures
because they are discretionary actions---may be questionable.
The judge concluded that

"***jt was the intent of Congress with the
passage of FLPMA to limit the ability of the
Secretary of the Interior to remove large
tracts of public land from the operation of
the public lands laws by generalized use of
his discretion authorized under such laws."

Interior has indicated that it does not plan to appeal this
decision. Interior continues to maintain its position that
no withdrawal under section 204 of FLPMA occurred by virtue

1/FLPMA, sec. 202 (e)(2).

2/Mountain States Legal Foundation v. Cecil D. Andrus et al.,
UOS!D-C- WYOO, NO- 378—.1.65 B, OCt. ].O, 19800
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of Bureau of Land Management and Forest Service inaction dur-
ing RARE II and that the discretion to issue or not issue oil
and gas leases is separate and apart from FLPMA withdrawals.

MINERAL LEASING WITHDRAWALS--NATIONWIDE

The vast majority of Federal land closed to oil and gas
development is in Alaska and the West. Many of these with-
drawals are of unlimited duration. For the lower 48 States,
we estimate that approximately 64 million out of 410 million
Federal acres have been closed to oil and gas development.
This estimate may not be complete since there is no consoli-
dated, detailed official inventory of withdrawals. The
Bureau is inventorying and examining withdrawals from mineral
development in 11 western States as directed by FLPMA. This
review program is examining Overthrust Belt mineral leasing
withdrawals as an early priority. This withdrawal review
does not, however, include administrative withdrawals of
lands administered by the National Park Service and the Fish
and Wildlife Service.

Administrative withdrawals from mineral leasing have
proven to be the most elusive closures of Federal lands. They
are not usually identified in agency land status records.

Such withdrawals can take place at any level within an agency.
They are considered to be permanent and binding closures of
land. They occur often as a result of environmental assess-
ments. For example, a local field biologist who determines
an area to be a possible wildlife habitat can recommend it
not be leased. The local Bureau of Land Management office
may then list the area as "no leasing." These types of daily
administrative decisions are not subject to much critical
review, nor are they raised to departmental levels unless a
lease applicant appeals. One official's decision may differ
from his counterpart's assessment in another State or even
another district. In the State of Nevada, for example, cer-
tain wildlife areas were closed to leasing in one district
but kept leasable with special stipulations in another.

This inconsistency makes it difficult for a prospective oper-
ator to know what he might anticipate in developing Federal
minerals.

The last nationwide estimate of public land closed to
development under the mineral leasing laws was prepared by
the Office of Technology Assessment (OTA) and has been used
by the Department of the Interior in testimony and official
statements. OTA estimated that in 1975, 321.1 million acres
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of Federal land, much of which is in Alaska, was "formally
closed" to some or all leasable minerals. 1/ Some of this
land is not, in fact, closed to 0il and gas. We have revised
these estimates for 1979 to reflect recent changes. We have
also attempted to distinguish between lands closed through
formal withdrawal actions and those closed by administrative
decision. Of the 65 million acres that is closed, a little
more than 48 million acres was closed through formal with-
drawals and 16 million through administrative actions. This
total underestimates administrative oil and gas withdrawals
in part because it does not include "no leasing" areas desig-
nated for endangered species habitat and administrative sites
which we could not compile since agencies such as the Forest
Service, Fish and Wildlife, and the Bureau of Land Management
do not maintain central records of such withdrawals. (See
table 5.) Also, by 1984 an additional 17 million acres of
existing National Forest Service Wilderness areas will be
closed to new oil and gas development under the terms of the
Wilderness Act.

The National Park Service, whose lands are generally
closed to leasing under the Mineral Leasing laws, has juris-
diction over the largest block of formally withdrawn lands-—-
18.8 million acres. Another 1.3 million acres, all in
recreation areas, is closed administratively to protect admin-
istrative and scenic areas in units legally open to mineral
leasing. (See table 5.) The Forest Service has also employed
withdrawals to protect administrative sites, public recreation
areas, natural areas, watersheds, and the like. 1In 1976 (the
last year for which such data was compiled) such withdrawals
represented 12 percent of the Forest Service's withdrawn
areas and 1.4 percent of its lands in the lower 48 States
(currently about 2.3 million acres). 2/

1/0ffice of Technology Assessment, Management of Fuel and
Nonfuel Minerals in Federal Land, Apr. 1979, p. 216.

2/1In some States, the Forest Service has had such areas
formally withdrawn. However, the Service manual categorizes
these as management decisions which do not require formal
withdrawals. We have not attempted to distinguish between
the number of these withdrawals made formally or administra-
tively.
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TABLE 5

Federal Onshore Land Closed
to 011 and Gas Leasing (note a)
TAs of 1979, thousands of acres)

Legal or formal Administrative Total
Land use withdrawal withdrawal withdrawn
Military 13,628 6,406 20,034
National parks (includes 18,810 b/ 1,346 20,156
recreation areas, historic
sites, national monuments,
and wild and scenic rivers)
Fish and wildlife 12,237 28 12,265
Endangered species (c) (c) (c)
Bureau primitive and natural
areas 35 240 275
Bureau "no leasing" areas da/ 137 4a/ 3,767 4/ 3,904
National forest:
Wilderness 4/ 851 da/ 851
Special uses e/ 2,330 e/ 2,330
Wild and scenic rivers 342 - 342
(excludes Park Service)
TVA~DOE 1,997 (DOE) 988 (TVA) 2,985
Naval petroleum and oil
shale reserves 202 - 202
Other agencies' programs a/ 720 a/ 22 a/ 742
Total 48,108 15,978 64,086
O — S

a/Lower 48 States only.

leasable minerals.

These lands could also be closed to other

b/Excludes about 200,000 acres of proposed closings at Lake Mead
National Recreation area in Nevada.

¢/NA--not available

d/GAO review States only.

e/Extrapolated using last available data (1976) which shows 1.4
percent of Forest Service lands.
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As of February 1980, there were new withdrawal applica-
tions pending on an additional 4.3 million acres of Bureau
land. As discussed earlier, these applications will not lead
to closing lands to mineral leasing since actions taken under
the discretionary public land laws will not be made through
the Bureau's formal withdrawal process. However, management
decisions could be made by Interior to prohibit oil and gas
leasing on some or all of these lands.

LEASABLE LANDS RESTRICTED

FROM OIL AND GAS DEVELOPMENT

Sur face~-managing agencies may prescribe conditions on use
of the land by a lessee to protect the lands or the agencies'’
programs. These conditions take the form of stipulations to an
oil and gas lease. By regulation (43 CFR 3109), offerors must
consent to stipulations imposed by a surface-managing agency or
relinquish their applications. This position has been upheld
in several Interior Board of Land Appeals (IBLA) decisions. 1/
Industry has long argued that surface stipulations can severely
restrict or even prevent exploration or development of an oil
and gas lease. The most objectionable stipulations have been
roadless area or wilderness protection stipulations and "no
sur face occupancy" stipulations. These stipulations often
require operators to use directional drilling, special recla-
mation techniques, or special vehicles and helicopters to
protect surface resources, all of which can add substantially
and sometimes prohibitively to the costs of operations. How-
ever, many oil and gas operators we interviewed prefer to
have a lease issued with a stipulation rather than having an
area closed to leasing.

Since the application of stipulations is at the surface
agency's discretion or even at the applicant's request, its
use and severity varies by State. Agencies in some regions,
for example, will lease special use areas with "no surface
occupancy" stipulations, but in other regions the same type
of areas might be withdrawn from leasing. Because of the
wide variation in the use of stipulations, we have not been
able to estimate their extent nationwide. We also could not
determine the exact acreage affected by these stipulations
because stipulations can affect either a part of a lease, or
an entire one.

1/See 30 IBLA 220, 31 IBLA 69, 42 IBLA 40.
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WILDERNESS PROGRAM TO PRECLUDE
OIL AND GAS DEVELOPMENT

The principle behind establishing a National Wilderness
System was to preserve the natural conditions prevailing in
certain undeveloped lands. Uses that were incompatible with
wilderness preservation were to be phased out over a reasonable
period of time. Thus, lands are open to oil and gas leasing
until 1984, subject to reasonable stipulations. Then, under
provisions of the Wilderness Act, the minerals in lands the
Congress designates as wilderness (subject to valid existing
rights) will be withdrawn from further leasing under the
mineral leasing laws (16 U.S.C. 1133(d4)(3)). 1/

We found that management of potential wilderness areas
is being treated differently by Service and the Bureau.

Forest Service

As of August 1980, the Forest Service was administering
about 17.6 million acres in the National Wilderness Preserva-
tion System. In 1979 the Service completed its review of
approximately 62 million acres of roadless areas and the
President recommended to the Congress that 15.4 million addi-
tional acres be designated as wilderness areas. Another
10.8 million acres are undergoing further study. Many of the
bills proposed to establish new wilderness areas would have
made the lands subject to the same December 31, 1983, minerals
leasing deadline as existing wilderness. Only one proposal
in the last Congress (S. 2741), for Colorado, directly provided
for access to wilderness lands for mineral exploration,
development, and production beyond 1983.

Whereas the Wilderness Act of 1964 originally allowed a
20-year period for phaseout of new mineral activity, recently
proposed wilderness areas having the 1983 deadline would
rapidly shut down the lands for new mineral .exploration. If
the Service had completed both roadless review programs within
a reasonable period, the mineral industry might still have had
a reasonable period to explore and develop potential mineral
areas before the Congress finalized wilderness legislation.

1/The Congress may extend the time allowed for oil and
gas leasing in specific wilderness legislation.

31



Although official Service policy during RARE II was to
continue to allow leasing and permitting, leasing recommenda-
tions were often withheld by field staff. Because personnel
were assigned to RARE II work over normal operations, a
temporary "de facto" moratorium occurred on approving oil and
gas activities. Service headquarters finally directed the
regions to expedite leasing decisions in October 1979. We
determined that most States were making an effort to eliminate
leasing backlogs. However, lands in Nevada were still closed
to oil and gas leasing because of their potential for wilder-
ness. In effect, actions on the part of the Service field
staff shortened the period the Congress intended mineral
activity to continue during wilderness review.

Bureau of Land Management

The Bureau has jurisdiction over 55 primitive and natural
areas. FLPMA (section 603) directed Interior to study these
areas for their potential wilderness value and report to the
President by July 1980 (43 U.S.C. 1781). The report by the
Secretary of the Interior to the President makes final recom-
mendations only for 18 of the 55 areas since contiguous
lands to the remaining 37 areas are subject to a larger
wilderness study.

FLPMA also directed this larger Bureau-wide review for
all roadless islands and roadless areas of 5,000 acres or more.
The deadline for this review is 1991, when the Secretary of
the Interior must report to the President on the suitability
or unsuitability of these lands for wilderness preservation.

Under FLPMA the President will recommend to the Congress
the areas of the Bureau land which he believes should be added
to the Wilderness System. The Bureau's review is similar to
the Forest Service's RARE programs except that the Bureau is
using a phased-study approach. These phases~-inventory, study.,
and reporting to the Congress--apply to most public lands
administered by the Bureau.

As of November 1980, the Bureau had inventoried 174 mil-
lion acres and proposed that about 23.8 million acres of the
inventoried lands be intensively studied for wilderness
characteristics. These lands were subject to the Interior's
"Interim Management Policy and Guidelines for Lands under
Wilderness Review" (IMP). The IMP takes as its congressional
mandate section 603(c) of FLPMA, which among other directives
tells the Secretary of the Interior to manage lands under
review "in a manner so as not to impair the suitability of
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such areas for preservation as wilderness***."” The IMP is
based on the so-called "nonimpairment mandate" and restricts
lands from the mineral uses permitted in the Wilderness Act
of 1964 because Interior believes the impacts of mining and
mineral development would damage an area's wilderness char-
acteristics. The Department believes that FLPMA and not the
Wilderness Act governs what activities are permissible during
wilderness review.

As a result, the IMP applies more restrictive standards
to lands under consideration for wilderness than to actual
wilderness areas governed by the Wilderness Act. The Depart-
ment of the Interior has interpreted FLPMA to mean that oil
and gas exploration, and drilling and production activities
can only be guaranteed during the study period if physical
impacts occurred on the leased lands prior to October 21,
1976. 1/ Lands leased after that date and subject to wilder-
ness review may not be drilled while being studied for
wilderness. Drilled lands may not be producible during the
study period because necessary construction, pipelines and
transportation equipment would be considered harmful to
potential wilderness. 2/

The result of Interior's interpretation does not appear
consistent with the special concern for minerals that the
Congress demonstrated in the Wilderness Act of 1964. For
example, to minimize "locking up" minerals in the wilder-
ness system, the original act keeps Forest Service wilderness
lands open to mineral development until 1984, 20 years after
the enactment of the wilderness law. In connection with sub-
sequent additions to the system, mineral lands often resulted
in extended debate and eventual compromises on the time
allowed for development.

An alternative interpretation of FLPMA advanced by some
as more consistent with longtime congressional concern follows.
The Secretary of the Interior is to manage wilderness study
areas in a manner sO as not to impair their suitability for

1/The date FLPMA was signed by the President.

2/A recent Wyoming District Court decision vacated and set
aside Interior's IMP, thus putting the Bureau's wilder-
ness review program into a state of uncertainty (see ch. 7
for further discussion).
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preservation as wilderness. However, he is to permit contin-
uance of mineral development as before, even though this
continuance might mean impairment of the lands' suitability
for preservation as wilderness. But (in order to minimize
impairment) he can regqulate (not prohibit) mineral develop-
ment to prevent "unnecessary and undue degradation" of
Federal lands.

DEFENSE DISPUTES NEED TO COMPLY
WITH FLPMA WITHDRAWAL PROVISIONS

As an indication of congressional concern over closing
prospective mineral areas to development, FLPMA places great
emphasis on consideration of the resource values and alterna-
tive uses of land, with particular reference to minerals,
prior to a withdrawal action. For withdrawals of 5,000
acres or more, FLPMA requires detailed reports--including
information on public hearings and environmental and mineral
analyses--to the Congress after the Secretary of the Interior
makes a withdrawal (43 U.S.C. 1714(c) and (d4)). It also
calls for a review of existing withdrawals in 11 western
States by 1991 (43 U.S.C. 1714(1)). This withdrawal review
is currently being done by the Bureau of Land Management.

On a continuing basis, withdrawals will be subject to review
(43 U.S.C. 1714(£f)). Thus, any past actions which may have
closed lands to mineral leasing could be changed. The
Secretary of the Interior or other designated official in

a separate decision would then determine administratively
whether a prohibition on leasing should continue.

A dispute has arisen between the Department of Defense
and the Department of the Interior as to whether FLPMA's new
withdrawal application procedures apply to the military. Under
the Engle Act (43 U.S.C. 154-158), Defense withdrawals over
5,000 acres can be established only by act of the Congress.
The procedures for a withdrawal application established by
that act are less detailed than FLPMA's provisions. Specif-
ically at issue is FLPMA's requirement for a minerals report

"prepared by a qualified mining engineer,
engineering geologist or geologist which shall
include but not be limited to information on:
general geology, known mineral deposits, past
and present mineral production, mining claims,
mineral leases, evaluation of future mineral
potential, present and potential market
demands." (43 U.S.C. 1714{(e)(2)(12))
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Defense officials argue that FLPMA does not apply to
congressional withdrawals. Therefore, the Engle Act provi-
sions would have priority for the military. Basically
Defense objects to the expense of providing FLPMA mineral
assessments and fears that such assessments might lead to
pressures to develop energy resources on military lands.

The Bureau proposed regulations in December 1979 to set
out procedures by which Interior would process withdrawal
applications. 1/ This rulemaking was "also intended to imple-
ment the authority of Interior to process certain military
withdrawal applications" under the Engle Act. There is
nothing specifically in the Engle Act which addresses the
Department of the Interior's role towards Department of
Defense withdrawals. The only discussion of this role is
in the act's legislative history. The Senate Report, for
example, states that Defense agencies would continue to use
existing procedures of filing withdrawal applications with
the Bureau. It also notes that Interior would develop pro-
posed legislation for transmittal to the Congress. 2/

The Intevior solicitor's opinions concur that "the infor-
nation requirements of FLPMA, section 204(c)(2), do not, as
a general rule, apply to DOD military defense withdrawals.”
However, the Bureau indicates that it will attempt to ask for
more information under broader regulatory authority in new
regjulations. The authority cited thus far by Interior may
not be adequate to require Defense to provide more information
on its proposed withdrawals since the decision power for most
military withirawals casts wiith the Congress and not with
Interior.

Pre-Engle Act executive withdrawals for military use are
subject to the FLPMA review and not subject to this dispute.
An informal agreement had been discussed for Interior to do
the minerals reports for 11 large post-Engle Act withdrawals
which Defense wishes to renew. However, Interior has not
finalized this arrangement. No agreement ‘has been reached on
any future Defense withdrawals as well.

1/44 Fed. Reg. 69863, Dec. 4, 1979.

g/Senate Committee on Interior and Insular Affairs, Report
No. 857, Aug. 13, 1957.
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Some military reservations have already expired because the
Bureau's review of Defense's applications for their renewals
has not been completed. Environmental impact statements are in
process for a number of these proposed withdrawal extensions.
In the interim, the military has been continuing its occupancy
of the lands. Interior recognizes that Defense's occupation
may be without specific authority. Interior does not feel that
any useful purpose would be served in attempting to eject the
military from the lands while steps are being taken to resolve
the question of continued occupancy and reservation of the
land.

FEDERAL POLICY AND PRACTICE AFFECT
ACCESS TO NON-FEDERAL LANDS

Fgderal policies and actions in some cases have adverse
effects on opportunities for oil and gas development on State
and private lands, especially since Federal lands are in many
places intermingled with State and private lands. If the
Federal land is not leased or leasing is delayed, the assembly
of units attractive to companies for exploration and develop-
ment may be hindered.

In some situations, State or private land cannot be
explored and developed because access to the non-Federal land
is possible only through Federal lands and the Federal agency
refuses to grant the needed right-of-way. Rights-of-way
through national parks, Fish and Wildlife refuges, and wilder-
ness areas are particularly difficult to obtain. For example,
Interior sought court action to restrain a mining company
trying to develop a mineral lease on Utah State land which
was surrounded by Federal land under wilderness study. 1/

The company had begun to construct roads to gain access in
wilderness study areas for exploratory drilling on the State
lands. The court ruled that while the Federal Government may
regulate the crossing of Federal property, it may not prohibit
access to the State's land. For protection of wilderness,
therefore, the court believed Interior could prescribe to the
company the mode of access and the location of access roads

it needed on Federal property, so long as these regulations
did not deprive the company of access to its mineral claims

or "render the land incapable of full economic development."

1/state of Utah v. Andrus, 486 F. Supp. 995 (1979).
The State lands in this case had originally been
granted to Utah by the Federal Government.
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In other situations, oil and gas exploration and develop-
ment on the actual State and private land can be stymied.
For example, the Federal Government condemned vast areas of
the West for military purposes during World War II. The
State of New Mexico leased to the Air Force about 300,000
acres intermingled with Federal lands within the White Sands
Missile Range during that period. The Range is closed to
the public and to mineral leasing because the military has
reserved it for "exclusive military use." Although the State
lands are potentially valuable for oil and gas development,
they are not open to exploration or development activities.
The Federal and State Governments have been unable to work
out exchange agreements for this land. According to State
officials, the Secretary of the Interior has not reacted
favorably to exchanges of land for agencies other than
Interior itself. Instead, about 10,000 acres of the State's
lands and minerals have been purchased by the Government
through lengthy condemnation proceedings. However, the State
feels that some development of the minerals on its lands--
either through shared use with the military or a temporary
exploration period--would allow geologists to predict what
the value of the condemned minerals might be.
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CHAPTER 4

MANY PROSPECTIVELY VALUABLE FEDERAL OIL

AND GAS LANDS ARE WITHDRAWN OR RESTRICTED

FROM EXPLORATION AND DEVELOPMENT

Industry has long argued that Federal lands are contin-
ually being closed to future oil and gas development. While
this criticism may be valid, a more important concern 1is
whether the Federal Government has closed lands with some
likelihood of containing oil and gas.

In our review, we attempted to identify Federal lands
in the States of Colorado, Mississippi, Nevada, New Mexico,
and Wyoming which have been closed to oil and gas leasing
but have some potential for oil and gas development. Of the
20 million acres we identified as closed to o0il and gas leas-
ing, at least 11 million acres are considered prospectively
valuable for oil and gas. Another 16.5 million acres in our
review States could be affected by wilderness programs. At
least 8.5 million of these lands have some likelihood of
containing oil and gas. However, because some withdrawals
were small or could not be located from the data available
to us, we have not always been able to completely identify
the prospective value of the withdrawn lands.

PROSPECTIVELY VALUABLE

OIL AND GAS LANDS

Our analysis concentrates on leasing withdrawals for
lands which the Geological Survey has identified as pro-
spectively valuable for oil and gas. The Survey defines
prospectively valuable oil and gas lands as "areas of Federal
lands where geologic conditions offer some possibility for
the occurrence of oil and gas, even if the presence of

38



hydrocarbons has not been established.” 1/ This designation
does not guarantee that all the lands have potential for
production. Some of these lands may, in fact, have little or
no value. It is recognized that these estimates have serious
limitations. Without drilling, the Survey cannot prove that
resources exist. However, lands designated by the Survey as
prospectively valuable are the best indication we could find
of where future onshore oil and gas might be found.

The following table (table 6) shows the Survey's esti-
mates of prospectively valuable oil and gas lands. These
lands account for the major part of the Federal lands in
Utah, Colorado, Wyoming, and eastern States like Louisiana,
Mississippi, Ohio, and Tennessee. As of July 1, 1980, there
were 261 million acres of prospectively valuable Federal land
in the lower 48 States.

1/The basic criteria used by the Survey to delineate prospec-
~ tively valuable o0il and gas lands include: A section of
sedimentary rocks either marine or nonmarine, 1,000 feet
or more in thickness; the sedimentary rocks strata have
not been metamorphosed to the extent that any oil or gas
has been driven off; the sediments have not been intruded
by igneous rocks to the extent that there are no prospects
for oil and gas.
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TABLE 6

Lands Prospectively Valuable for 0il and Gas
{as of July 1, 1980)
(acres)

Federal prospectively
valuable oil and

State a/ Federal land gas lands

Alabama 1,122,288 877,385
Arizona 32,014,276 12,498,848
Arkansas 3,358,291 3,042,675
California 46,702,125 17,022,651
Colorado 23,607,947 20,950,445
Delaware 40,852 38,150
Florida 4,040,945 3,710,362
Georgia 2,277,361 1,217,382
Idaho 33,759,572 14,575,189
Illinois 606,597 460,923
Indiana 496,648 455,501
Iowa 227,448 125,948
Kansas 733,015 684,536
Kentucky 1,414,351 1,370,198
Louisiana 1,098,595 1,149,025
Maryland 203,010 126,013
Michigan 3,467,376 2,556,198
Mississippi 1,730,568 1,649,164
Missouri 2,195,583 1,952,072
Montana 27,740,572 19,219,719
Nebraska 712,173 691,954
Nevada 60,506,114 38,073,529
New Jersey 151,530 53,896
New Mexico 25,873,745 21,793,224
New York 245,915 153,594
North Carolina 2,050,852 485,882
North Dakota 2,386,385 2,106,618
Ohio 345,309 316,585
Oklahoma 1,589,953 1,485,055
Oregon 32,313,688 18,680,388
Pennsylvania 732,565 435,325
South Carolina 1,176,390 436,128
South Dakota 3,492,309 3,158,026
Tennessee 1,853,936 1,700,498
Texas 3,408,655 1,459,356
Utah 33,529,967 33,045,897
Virginia 2,409,748 688,131
Washington 12,472,704 6,293,011
West Virginia 1,097,058 1,004,993
Wyoming 30,329,556 25,202 221

Total 403,515,972

E

260,946,695

E/Table does not include those lower 48 States in which no
Federal lands are prospectively valuable for oil and gas.

Source: U.S. Geological Survey and General Services
Administration.
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OUR DEFINITION
OF WITHDRAWALS

wWithdrawal, for the purposes of our analysis, means
withholding an area of Federal land from the operation of the
mineral leasing laws. l/ We have defined three types of with-
drawals: (1) formal withdrawals--"no leasing" areas formally
established by act of the Congress, executive or public land
order, or regulation, (2) administrative withdrawals--"no
leasing" areas established informally by administrative
decision on the part of an agency official, and (3) leasable
lands where oil and gas activities are severely restricted by
stipulation. 2/

During our review we also found that another form of with-
drawal exists. As discussed on p. 61, the Bureau of Land
Management has withheld land from re-leasing through the
simultaneous system.

FORMAL WITHDRAWALS WITH

OIL AND GAS POTENTIAL

In the States sampled, we found that 14.2 million acres
had been formally withdrawn from oil and gas leasing. Of
these, 7.8 million acres, or 55 percent, are considered to
be prospectively valuable for oil and gas. Most of these
withdrawals had no termination dates. Nevada, the State with
the largest Federal acreage in our review, had the most acreage
both formally withdrawn and with potential. New Mexico, with
3.8 million acres withdrawn, was the second largest State.
Mississippi, with its small Federal acreage had the fewest
acres closed to o0il and gas leasing. The Geological Survey
considers all lands in Mississippi to be prospectively valu-
able for oil and gas. (See table 7).

1/This means that lands could be closed not only to oil and
gas but also to coal, oil shale, phosphate, sodium,
potassium, and bitumen development. In this report we are
concerned only with the impact of withdrawals on oil and
gas development.

2/A stipulation was considered severely restrictive if it was
for wilderness protection or would prohibit surface occu-
pancy on some or all of a lease for at least 6 months each
year.

41



TABLE 7

Federal Land Formally Closed to 0il
and Gas Leasing i1n GAO Review States

(acres)

Formally Withdrawn lands with

State withdrawn lands oil and gas potential
Colorado 746,000 268,000
Mississippi 91,000 91,000
Nevada 6,925,000 3,960,000
New Mexico 3,802,800 2,957,000
Wyoming 2,625,000 539,000
Total 14,189,000 7,815,000

Many agencies were responsible for closing these lands
to oil and gas leasing. The Department of Defense and the
Fish and Wildlife Service controlled the most withdrawn
lands considered to have oil and gas potential. Appendix VI
shows potential o0il and gas lands withdrawn by agency for
each review State.

Department of Defense

About 4.7 million acres of Defense-controlled public
domain lands formally withdrawn for military reservations
in the review States have been identified as prospectively
valuable for oil and gas. (See table 8). Most of this land
is the Nellis Air Force Base in Nevada and White Sands Missile
Range in New Mexico. McGregor Range in New Mexico is also
considered prospectively valuable. All the Defense with-
drawals in Wyoming, primarily small Army and Air Force bases,
have o0il and gas potential.

Most Defense withdrawals in the West were created by
Executive order prior to the passage of the Engle Act.
Almost all of these withdrawals have no termination dates.
They are not subject to Interior's dispute with Defense
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discussed in chapter 3. 1/ They will be subject to FLPMA's
withdrawal review to evaluate their minerals potential and
determine whether the military's use of the land should
continue. However, no priorities have been established to
evaluate Defense's or any other agency's lands during the
Bureau's review.

There are some Defense withdrawals which we were unable to
guantify due to records problems. For example, the Corps of
Engineers has withdrawn from leasing civil lands (1) subject
to reconveyance, (2) within 2,000 feet of major structures,
and (3) on which oil and gas activity would interfere with
the purposes of a Corps project. However, Corps official were
unable to provide us with the amount of withdrawn acres because
the Corps keeps no inventory of such areas and will notify the
Bureau whether lands are available for leasing only after an
actual application is filed for such lands.

Some military withdrawals in Mississippi, were also
unidentifiable. We determined that some Federal lands, par-
ticularly islands in the Gulf of Mexico and the Mississippi
River, were withdrawn for military and navigational purposes
in the late 1800s8. Many of these islands have been made
part of the National Park Service's Gulf Island National
Seashore. Those in the Mississippi River itself remain
withdrawn, but in many cases have never been surveyed. It
was impossible for us to estimate how much land is involved
and whether these lands would now be claimed by the States
of Mississippi, Arkansas, or Louisiana rather than the U.S.
Government.

Fish And Wildlife refuges

A total of 1.5 million acres of Fish and Wildlife refuges
closed by regulation involve prospectively valuable oil and
gas lands. (See table 8.) The bulk of these lands are again
in Nevada. However, each of our sample States showed Fish
and wWildlife refuges with oil and gas potential--23,000 acre
in Colorado, 79,000 in Mississippi, 262,000 in New Mexico,
and 3,000 in Wyoming. 2/

1/Nellis Air Force Base and McGregor Range are subject to
the Defense and Interior dispute because the withdrawals
for these expired and are subject to renewal.

2/Some wildlife lands in Wyoming were not completely eval-

uated for oil and gas potential.

43



The only exception to the leasing prohibition on wildlife
refuge lands is where oil and gas is being or would be drained
from the lands. The Fish and Wildlife Service can then allow
the Bureau of Land Management to put the drainage area up for
competitive bid in order to protect U.S. interests. Leases
and other operations would be subject to the approval of Fish
and Wildlife and to any of its conditions for protection of
the lands. According to Fish and Wildlife Service officials,
drainage sales have been made in North Dakota and Oklahoma.

No protective leasing has taken place in any of our sample
States.

National Park Service

As discussed in chapter 2, national parks and monuments
are closed to mineral leasing by the mineral leasing acts.
However, where Federal oil or gas is being drained from
beneath a park, protective leasing is allowed, as in wildlife
refuges. In addition, some units of the national park system
(other than parks and monuments) are open to leasing because
the unit's enabling legislation allows it. At least seven
national recreation areas in the West fall into this category.

For our sample States, we found that about 3.4 million
acres managed by the National Park Service are closed to oil
and gas leasing. Only 741,000 acres, however, were identified
as having oil and gas potential. (See table 8.) A large
portion of these lands are in Wyoming, where 370,000 acres of
Yellowstone and Grand Teton National Parks were identified as
prospectively valuable for oil and gas.

Nevada was the only State in our sample where some
National Park Service lands, namely the Lake Mead National
Recreation Area, were open by law to mineral leasing. The
Lake Mead Area, approximately 1.48 million acres in Nevada
and Arizona, was established in 1964. Much of this Federal
land, however, has been or is proposed to be administratively
withdrawn from leasing and development. (See p. 53.) Much
of the Lake Mead Area is believed to border or lie in the
same geologic trend as the Overthrust Belt.

Approximately 2,809 acres of National Park Service lands
on the Natchez Trace Parkway in Mississippi are leased. 1In
1951 the Department of the Interior decided to open the parkway
to 0il and gas leasing, subject to a restriction requiring
directional drilling. This stipulation, while prohibiting
surface structures or drilling on the parkway lands, allows
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the lessor to drill for oil and gas within the parkway from
lands adjacent to it. Interior believed that providing such
access, rather than prohibiting leasing, would "protect the
interests of the United States in the event oil is drained
from underneath the parkway and scenic easement lands."

Forest Service

None of the formally withdrawn Forest Service lands in
our sample were identified as prospectively valuable for oil
and gas. About 64,000 acres have been formally withdrawn--
15,000 in Colorado, 44,000 in New Mexico, and 5,000 in Wyoming.
(See table 8.) The Colorado withdrawals are municipal water
supply reserves. The New Mexico areas are Service ranger
stations, administrative sites, and one "wilderness" area
established in 1953. The Wyoming withdrawals are for service
ranger stations and date as far back as 1906.

Bureau of Land Management

Bureau lands have been formally closed to leasing, pri-
marily by public land orders, in three of our review States--
72,000 acres in Nevada, 33,000 acres in New Mexico, and 32,000
acres in Wyoming.

All of the Nevada acreage has been identified as prospec-
tively valuable for o0il and gas. The lands are part of a
Pickett Act withdrawal originally proposed as a National Park
Service unit which became the Lake Mead National Recreation
Area. The Park Service now controls about 80 percent of the
original 480,000-acre withdrawal. The remaining acreage
remains closed under Bureau control outside the recreation
area. The Nevada Bureau plans to revoke this withdrawal
order since it duplicates the existing Park Service withdrawal.

In New Mexico, the Bureau has withdrawn lands from leasing
for a variety of reasons: natural areas, a watershed project,
a college research project and some Bureau lands in the vicin-
ity of the White Sands Missile Range. About 12,000 acres,
which the Bureau obtained through land exchanges, have also
been closed to mineral leasing. The New Mexico Bureau had
not yet opened these lands to entry by an opening order.

About 25,486 acres of the Bureau's withdrawn lands in
Wyoming are the l-mile protective area surrounding the naval
petroleum reserve. While these lands have oil and gas
potential, they have been closed to leasing by regulation
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(43 C.F.R. 3101.1) to protect the reserve from drainage. At
least 4,000 additional acres of Bureau withdrawals have been
identified as prospectively valuable for oil and gas. Some
of these lands were small tracts sold under the Public Land
Sale Act of 1964. The minerals in these lands were reserved
to the United States and withdrawn by the act from appropria-
tion under the mineral laws.

Department of Energy

The Department of Energy has about 930,000 acres of
formally withdrawn lands in the five States of our review.
(see table 8.) Nevada again had the largest share of these
withdrawals, with about 815,000 acres closed to oil and gas
leasing. These lands are former Atomic Energy Commission
lands used for nuclear research and testing. About 652,000
acres are considered to be prospectively valuable for oil
and gas.

In Colorado and Wyoming the Department of Energy withdraw-
als of about 64,000 acres are known oil and gas repositories,
namely the Naval 0il Shale Reserves (Nos. 1 and 3) and the
Naval Petroleum Reserve (No. 3). 1/ These reserves, which are
not subject to the mineral leasing acts, are operated under
contract with private companies. During fiscal year 1979, oil
production from the Wyoming Naval Petroleum Reserve totaled
1.5 million barrels.

In New Mexico, about 51,000 acres administered by Energy
have been closed to oil and gas leasing. Most of these lands
are nuclear research and testing areas in Los Alamos and
Alamagordo. Energy has also applied for about 19,000 acres
for a proposed nuclear waste plant withdrawal. This Waste
Isolation Pilot Plant will be closed to mineral leasing and
has been closed since the withdrawal was applied for in 1976.
Energy failed to provide an environmental report during this
time. As a result, the Bureau did not complete processing
two applications which expired in 1978 and November 1980,
respectively. Energy has resubmitted a new application for
only 9,000 acres of the original proposal. An understanding
with the Bureau, however, is that none of the remaining 10,000
acres will be leased until the facility is finally approved.

1/The Department of Energy Organization Act transferred these
reserves from the Department of the Navy to Energy in 1977.
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Other agencies

Approximately 17,000 acres have been withdrawn from oil
and gas leasing for other Federal agencies in Colorado and
New Mexico. In Colorado, the Agricultural Research Service
of the Department of Agriculture has about 14,500 acres for
an experimental range closed to leasing. All of this area
is considered to be prospectively valuable for oil and gas.
Small withdrawals have also been made for the General
Services Administration and Veterans Administration.

In New Mexico, the Department of State has several with-
drawn tracts totaling 880 acres for the Rio Grande Canalization
Project. The Bureau of Indian Affairs administers another 919
acres closed to mineral leasing in New Mexico for schools.

47



8¢

Land Status Bureau

Table 8

GAO Review States Prospectively

Valuable

0il and Gas Lands

Withdrawn From 0il and Gas Leasing

{in thousands of acres)

Forest
Service

National
Park
Service

Dept.
of
Defense

Dept.
of
Energy

Fish &
wildlife
Service

WPRS

Other

Total

Formal with-

drawals (act

of the Congress,

Executive order,

public land order,
classification

order, or regula-

tion) b/ 137

With oil and gas
potential 102

Administrative
withdrawals
(agency admini-
strative decision) 3/1L767
With oil and gas .
potential 1,836
Total withdrawn

with oil and

gas potential 1,938

64

b/ 1,519

1,067

1,067

3,361

490

196

937

a/Interior's Water and Power Resources Service.

b/ 6,231

4,661

215

177

4,838

b/Not Completely Evaluated for 0il and Gas Potential.

c/NA-Not available.

b/ 930 b/

717

717

2,746

1,468

(c)

1,468

(note a)

703

112

112

31

14,189

7,815

6,020

3,293

11,108



ADMINISTRATIVE WITHDRAWALS
WITH OIL AND GAS POTENTIAL

Except for Mississippi, each of our sample States had
large areas closed to leasing through agencies' administra-
tive decisions. We were unable to completely identify all
SMAs' "no leasing" areas because neither SMAs nor some Bureau
of Land Management State offices have records with which to
readily identify these areas. In some States SMA decisions
are made on a case-by-case basis and no complete inventory of
closed areas exists. In Colorado, for example, we were only
able to evaluate one Resource Area's l/ environmental assess-
ment to get some indication of the acreage and reasons lands
are closed. Other Resource Areas in the State did not have
such specific data.

‘ We identified at least 6 million acres which have been
closed administratively. (See table 9.) Nevada again had
the largest area with o0il and gas potential closed admini-
stratively. (See app. VI.)

TABLE 9

Federal Lands Closed Administratively to 0Oil
and Gas Leasing in GAO Review States

5 Administratively Withdrawn lands with

 State withdrawn lands oil and gas potential
CbloradO 362,000 158,000
Mississippi 29,000 29,000
ﬁevada 4,745,000 2,598,000
New Mexico 84,300 (a)
Wyoming 800,000 508,000

. Total 6,020,000 3,293,000

a/NA--not available

i/A Resource Area is an administrative unit within a Bureau
district.
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assessments that describe closed areas in each township. This
system was the most complete of any Bureau office we visited.
In Nevada we found that 3.4 million acres had been administra-
tively closed to oil and gas leasing, 1.78 million of which
contained prospectively valuable oil and gas lands. The
Bureau had closed these lands for a variety of reasons:
259,000 acres for their recreational value, 1 million acres
for their ecological value, 138,000 acres for their scenic
value, etc. A large portion of the 3.8 million acres is '
pending further environmental study.

According to the Bureau, any prohibition of leasing must
be based on a reasoned analysis supporting the contention that
the land requires special protection. This does not apparently
occur in all cases. We identified a number of situations in
Nevada in which either the Bureau's State office requested
additional work from the Bureau districts because the environ-
mental assessment was judged inadequate, or the Interior's
Board of Land Appeals sent a rejected and appealed application
back for analysis after finding the Bureau's position unsup-
ported. We were unable to determine the extent to which "no
leasing” decisions in other States may be used in a manner
unsupported by environmental assessments.

In the Colorado Grand Junction Resource Area (the only
data for Colorado available to us), the Bureau has closed
about 150,000 acres. Most of these areas are under study as

1/About 313,000 acres in Colorado, New Mexico, and Wyoming
could not be evaluated for oil and gas potential because
we did not have legal descriptions from which to map the
withdrawals.

50























































































































































































































































































































































































































































































