Onshore Oil & Gas Order # 1

An Overview of the Application for Permit to Drill Process

Rights of Way and Surface Use Authorization

>> T. Spisak: 

Welcome back to the second segment of our APD telecast. Before we continue with our program we would like to welcome back our panelist, Jim Burd and Jennifer Spegon and Hank Szymanski and Barry Burkhardt. Before the break, we wrapped up defining a complete APD. We're now going to start the second half of our presentation by going to our next presenters. Tim Abing who is with the Forest Service and Bryce Barlan, a Natural Resource Specialist from the Washington Office. They will talk to you about rights‑of‑way and surface use authorizations for access to oil and gas leases.

>> T. Abing: 

Section 5 of onshore order #1 is devoted to rights‑of‑way and special use authorizations and is a subject of this presentation. As many of you that have been through the process know, there are times when an APD isn't the only authorization you need in your quest to drill a well on your lease. If you need to operate on surface that is outside of your lease area, you need to have an understanding of rights‑of‑ways and special use authorizations. Rights‑of‑ways and special use authorizations are permits which allow you to occupy and use BLM or National Forest system lands for things like roads, pipelines and facilities that aren't covered in the approval of your APD. The goal here today is to give you a basic understanding of what role these authorizations have in allowing you to develop your lease, and let's face it, the better understanding you have of any aspect of permitting on federal leases the less opportunity there is for delays in getting you started out ground.

This presentation is going to attempt to answer three questions: When do I need to apply for a right‑of‑way or special use authorization? How will the BLM or Forest Service notify me if a right‑of‑way or special use authorization is needed? And, finally, what is the review and approval process associated with a right‑of‑way or special use authorization? To answer these questions from a BLM perspective I'm going to yield to Bryce who is going to talk about rights‑of‑way on BLM lands. Then I will go over the Forest Service side of things afterwards. Bryce?

>> B. Barlan: 

Thanks, Tim. The following portion of this presentation highlights BLM's policy for oil and gas operations that may require a right‑of‑way. From an APD permitting standpoint, there are no substantial changes to the rights‑of‑way application process. Therefore, this portion of the presentation will serve more of as a refresher. This portion of the presentation will illustrate when an oil and gas right‑of‑way is needed, at what points will the operator be notified if a right‑of‑way is needed and the review and approval process associated with a right‑of‑way. The following five scenarios illustrate as to when a right‑of‑way would or would not be needed.

Scenario 1: If the well location, access road, pipeline and power line being proposed under the APD will all take place on lease and the pipeline being proposed is still considered upstream from the custody transfer point, a right‑of‑way would not be required.

Scenario 2: If the custody transfer point lies somewhere along the proposed pipeline, a right‑of‑way would be required for that portion downstream from the custody transfer point, even if it was on lease.

Scenario 3: If an operator proposes to drill a well on lease A and a portion of their proposal crosses lease B, that portion of the proposal, whether it be an access road, pipeline or power line, would require a right‑of‑way.

Scenario 4: If an operator proposes to drill a well on a lease within a unit or communitization agreement and their proposed access road, pipeline and power line crosses multiple leases, a right‑of‑way would not be required for any part of the proposal within the boundaries of the unit or CA. If the proposal extends beyond the boundaries of the unit or CA, a right‑of‑way would be required for that portion of the proposal outside of the unit or CA.

Lastly, scenario 5: If the pipeline or power line being proposed is owned and would be managed by another party other than the lessee or operator, the other party would require a right‑of‑way for the pipeline or power line whether on or off lease.

Operator notification: The BLM will notify the operator of any rights‑of‑way applications they would need to submit for roads, pipelines or other support facilities associated with the drilling operations or off lease access. Notification may come at various times during the APD permitting process. If the operator chooses to take the APD option to start the process, notification will be provided within 10 days of receipt of the APD. If the NOS option is taken, the operator may receive notification at the on site if that evaluation can be made. Otherwise, they will receive notification seven days after the onsite. Please keep in mind that if these opportunities are missed, the BLM will still notify the operator as soon as the evaluation is made that a right‑of‑way is needed. The earlier the BLM is involved in project development; the chances of missing these opportunities become slimmer.

Review and approval process: The operator should consider including a detailed description of the right‑of‑way proposal both on and off lease as part of the SUPO when possible. Having this information up front during the permitting process would serve as a substitute for the right‑of‑way Plan of Development. As a rule of thumb, this detailed description should include maps that illustrate the right‑of‑way project and a plan of development containing information specific to the right-of-way, which includes construction and reclamation activities. Having all this information up front in one submittal will help assure that the APD and right‑of‑way review process is occurring concurrently rather than consecutively. This holds especially true for on the site and environmental analysis. The site visit for the entire proposed project, well pad, pipeline, and power line would be conducted at one time rather than during multiple site visits. There’d be only one environmental analysis conducted for the entire project rather than one EA for the well pad and access road and another EA for the pipeline and power line. Now Tim will be covering special use authorizations on Forest Service lands. Tim?

>> T. Abing: 

Thanks, Bryce. It's called a right‑of‑way on BLM lands but on National Forest system lands it's called a special use authorization or a special use permit. Sometimes the term is used interchangeably. I’m going to tell you about a change in policy the Forest Service has initiated in order 1 that will allow us to authorize activity with a single permit in the Surface Use Plan of Operations instead of two separate authorizations. Any time you get someone from the government talking about fewer authorizations; it's got to be a good thing.

To understand what is different about the new policy that we are going to implement it's going to have to help to have some background. Prior to the oil and gas leasing reform act of 1987, the BLM had sole authority for approval of operations inside a federal lease boundary and the Forest Service had sole authority for operations conducted off the federal lease. What this meant was on Forest Service lands when you proposed oil and gas operations that extended beyond the lease boundaries an operator needed two authorizations, an APD approval from the BLM and a special use permit from the Forest Service.

This graphic coming up shows how special use authorizations were used on National Forest system lands when there was this split in authorities between Forest Service and BLM. The BLM approved the well location and on lease road via the APD and for the road after it crossed the lease or unit or communitization agreement boundary, represented by the green line on the graphic, you needed a special use authorization from the Forest Service.

Then when the leasing reform act was passed, the Forest Service was given the authority to approve all surface disturbing activities conducted pursuant to any federal oil and gas lease on Forest Service lands. Old habits are hard to break and even though we got the authority to approve surface disturbance both on and off the lease, the Forest Service has continued to issue two permits, special use authorization for off lease facilities, like I showed on the previous graphic, and an approved Surface Use Plan of Operations for the well and road on lease. But over time we have questioned why we needed to issue two separate approvals for a single project. So beginning with the way the language is structured in the new order 1, the Forest Service is initiating a change in its policy with respect to Surface Use Authorizations for oil and gas wells. Order 1 paves the way for change by remaining flexible when special use authorizations are to be used and not limiting the extent to what the forest service can approve in the surface use plan of operations. What we are doing we would be consistent with the way we administer operations on mining claims where we approve everything associated with the exploration or mining as part of the operator's plan of operations.

This graphic shows how it's going to work once the policy is fully implemented. The Forest Service will authorize all activities directly related to the drilling of a well, whether on or off lease, through the approval of the surface use plan of operation. The off lease actions are considered to be conducted pursuant to the lease, thus honoring the language in the leasing reform act. In most cases this will eliminate the need for dual approvals from the Forest Service for a single operation. But keep in mind, you're still obligated to provide sufficient detail of both the on and off lease portions of your proposal in your Surface Use Plan of Operations.

We couldn't fully implement the new special use authorization policy in the final rule of order 1 because it conflicts with wording in other existing Forest Service regulation. We're working on the other necessary regulation and internal manual changes to standardize this new policy but until completed, you may see some variation between the Forest Service offices on the need for special use authorizations.

Once we do get all the tools in place to implement the policy, something will have we'll have to deal with is to go back to existing special use permits issued under the old policy and incorporate them into the associated surface use plan of operations for a well. We would do this either when the special use permit comes up for renewal or earlier if the local office workload allows.

Now even under the new policy, there will still be some instances where the Forest Service will need to issue special use authorizations. One instance would be facilities not directly related to the drilling and production of the well, such as a third party pipeline that transports production from the sales meter or custody transfer point to a transmission pipeline.

In another instance would be the facilities owned or operated by someone other than the operator of the well, regardless of whether that's on or off the lease. Similar to the BLM, the Forest Service will let you know whether or not you need a special use authorization at the time you submit your notice of staking or APD package or at the time you do your onsite inspection with the Forest Service and Bureau of Land Management. To help us determine whether you need a special use authorization, be sure to show clearly and accurately on a map what you are proposing. Its location relative to the affected lease or agreement boundaries, and, to the extent that it applies or is known, the location of things like sales meter, centralized tank batteries and/or gas processing plants. And, similar to the BLM approach, if we inform you that you need a special use authorization, you can use a detailed surface use plan of operation to also serve as your application for a special use authorization. That covers special use authorizations in order 1 from a Forest Service perspective and I'm going to turn it back to Bryce and let him wrap things up for this presentation. Bryce?

>> B. Barlan: 

Thanks, Tim. In conclusion, we went over the scenarios when a right‑of‑way or special use authorizations is needed on BLM or Forest Service lands. It varies between the two agencies but the bottom line is, local BLM or Forest Service personnel will let you know when you need one. BLM will notify you within 10 days after receiving your APD if you need a right‑of‑way on BLM lands. If you use the NOS option, BLM will notify you at the onsite, if we have enough information to make that call. Otherwise, you'll be notified within seven days after the onsite. If these opportunities are missed, BLM will still notify you as soon as we are able to determine that you need a right‑of‑way. Although order 1 doesn't mention specific time frames for letting you know about special use authorizations on Forest Service lands, rest assured that they'll inform you as early in the process as possible. Having detailed information for the entire project, whether on or off lease, up front in one submittal will help assure that the review process is occurring concurrently rather than consecutively. On Forest Service lands you may be looking at everything being reviewed and approved in your Surface Use Plan of Operations. We hope the information we gave you here today gives you a better understanding of special use operations. BLM and the Forest Service are committed to making this happen as efficiently as possible.

>> T. Spisak: 

Good presentation. Thanks, Tim and Bryce. Barry, do you have anything to add about the new Forest Service policy?

>> B. Burkhardt: 

Well, it looks like Tim pretty well covered the new policy concept quite well. From that clip, you could probably see why I'm glad I stole him from the BLM a couple years ago, and, no, you can't have him back. But the reform act did kind of shift some authorities and stuff, and we've been taking a hard look at some of our policies and we think this is a really useful tool to speed up the permitting and reduce our workload mainly.

>> T. Spisak: 

Very good.
