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The BLM is currently hindered by outdated legislative language.  During this presentation we will explore 
how you can fix this problem.  As members of Congress, you have an opportunity to dramatically 
improve the BLM’s revenue-generating oil and gas leasing program. 

EnergyNet is a company that has spent the last eleven years conducting oil and gas auctions on a fully 
Internet-based, continuous oil and gas marketplace, and we appreciate the opportunity to share our 
professional experience with you. 

Let’s start with the biggest question:  Why does the BLM need the freedom to utilize the Internet for 
their lease program? 

There are many reasons why an Internet auction is superior to a traditional, live, outcry auction.  The 
BLM Live Internet Auctions Act that you are considering would allow the BLM to harness the power of a 
vast Internet-based oil and gas auction marketplace, which presents a host of new opportunities to the 
BLM. 

The BLM Live Internet Auctions Act would allow the use of Internet sales of oil and gas leases, 
presenting a wealth of new possibilities.  

In this presentation, we would like to highlight three of the benefits this will bring if the BLM Live 
Internet Auctions Act is passed: 

• The opportunity to modernize the BLM leasing program 
• The increased participation and competition an Internet platform fosters, and 
• The increased revenue the BLM can realize as a result of that competition, and as a result of the 

cost savings an Internet platform can provide 

To modernize the BLM’s Leasing Program, we must first realize that the current legislation is simply 
outdated, and “accidentally specific.”  The Internet, and certainly an Internet auction platform, was 
unheard of in 1920, but at the time, lease sales could be conducted by “competitive bidding.” 

Unfortunately, the unintentionally-limited wording of the Leasing Reform Act of 1987 bound the BLM to 
an oral auction format, which has become outdated in the 24 years since. 

The BLM Live Internet Auctions Act Fixes this – allowing the Secretary of the Interior the option to 
“conduct onshore lease sales through Internet-based live bidding methods,” modernizing the Mineral 
Leasing Act. 



Under the current, oral-auction-only system, bidders who wish to participate in lease sales from multiple 
state offices have to deal with different physical locations to travel to, different hotels to stay in, 
different auction venues, and even different auctioneers. 

With the Internet as an option for the BLM, a bidder could participate from any web browser, from any 
location, using the same tools and bidding interface for every sale.  Bidders can even participate in 
multiple lease sales that are being held simultaneously. 

If you have a web browser, you already have a seat at the auction. 

While participants will appreciate a standardized, uniform auction experience, BLM state offices should 
also expect a system that lets them customize their individual sales wherever necessary, and one that 
plugs into their existing workflow. 

Rather than retrofit each state office’s sale process to fit an Internet model, a well-designed Internet 
auction serves the state office, and will provide each office with an easy way to: 

• Transmit sale group and parcel information to the auction website, and to potential bidders, 
• Display each parcel’s due diligence information in a uniform format, 
• Update that parcel information instantly when new information becomes available or a parcel 

has to be pulled from the auction, and then immediately contact every participant who viewed 
the now-outdated information, 

• Perform the actual auction itself, and then 
• Receive transactional data and other post-sale reporting after the sale in a format that best 

suits the state office. 

BLM offices with unique bidder qualification requirements, parcel stipulations or timing restrictions can 
have these terms built directly into the sale, and even automated in many cases. 

This ultimately reduces costs and workload for the BLM, while letting individual state offices retain the 
unique characteristics of their sales. 

Even one large room full of potential Buyers pales in comparison to an entire nation full of potential 
buyers.  There is no doubt:  An Internet-based auction reaches more people than a traditional auction 
ever could. 

For example, EnergyNet has more-than-16,500 active, sophisticated, registered, accredited oil and gas 
investors, representing every state in the United States.  Every EnergyNet Buyer with a bid allowance 
has had their identification validated through direct communication with that Buyer’s banker, in order 
to circumvent fraudulent bidding activity 

EnergyNet Buyers can evaluate assets and place bids from anywhere, without travel hassles or expenses.  
It’s how we’ve done business for eleven years, and we believe the results confirm the process:  Our 
Internet marketplace has sold more than 35,500 properties all across the United States since we began 
in 1999 – over $750M in total sales, and we’ve done it all through a web browser. 



This is the power of an Internet marketplace, and this is exactly what the BLM Live Internet Auctions Act 
opens the door to. 

Guhan Subramanian serves both as a professor of Law & Business at Harvard Law School and as a 
professor of Business Law at Harvard Business School – the only person in Harvard’s history to hold 
tenured appointments at both universities.  

Professor Subramanian's research focuses on negotiations, auctions, and "deal process design." His work 
has been featured in the Harvard Business Review, the Harvard Law Review, the Wall Street Journal, and 
the New York Times. He is also the author of Negotiauctions, a book that explores the connections 
between negotiations and auctions. 

In 2010, EnergyNet contacted Professor Subramanian and requested that he examine five years of our 
raw, historical auction data, so that we could truly understand how our Internet marketplace compared 
to traditional, live oil and gas auctions. 

Among his conclusions, Professor Subramanian noted the following about using the Internet as a 
marketplace: 

• The online auction format attracts bidders who would be unable or unwilling to attend on-site 
auctions, and… 

• The online-only process preserves a level playing field among all bidders 

Overall, he said, “It’s simple: Greater buyer exposure leads to more competition. More competition leads 
to higher returns for sellers.” 

The oil and gas industry understands this, and has embraced the Internet as a critical part of their 
divestment activities. 

EnergyNet’s Internet platform has successfully divested properties for: 

• Chevron and other major oil companies 
• Chesapeake, and other large independents 
• Universities and bank trust departments 
• Government institutions, such as the FDIC and the State of North Dakota 
• …and even for the BLM, when we were proud to develop and host their Oil and Gas Lease 

Internet Auction Pilot program in 2009 – their first opportunity to test the viability of an Internet 
auction 

One seller put our Internet auction to the test in a significant way. 

In 2008, EnCana split a large divestiture package, into two equal-sized component packages.  EnergyNet 
received one of the packages.  The other package was given to one of our competitors who hosts a 
traditional outcry auction with a “hybrid” Internet component. 



Each package was given a reserve price valuation of approximately $16.5 million dollars.  To ensure that 
oil and gas prices were the same, both auctions were held during the same week. 

Our competitor’s traditional auction sold their package for $18.5 million. 

EnergyNet’s Internet auction sold its package for $24.5 million – over 32% more than the traditional 
auction. 

Another of EnergyNet’s sellers, Chevron Incorporated, named the 16th largest public company in the 
world by Forbes Global 2000, has had tremendous success divesting oil and gas assets on an Internet-
only platform. 

From June of 2003 through April 2011, Chevron utilized our Internet auction platform to divest over 
2000 lots from 27 states with a combined anticipated reserve price of $87.7 million dollars.  Their total 
actual sales were more than $134 million dollars, a 53% premium over their combined anticipated 
reserve, and far above their expectations. 

In conclusion:  Through modernization, you allow the BLM to increase the participation and competition 
for every lease sale, and increase their revenue through higher parcel values and lower internal costs. 

This can happen for the BLM through the BLM Live Internet Auctions Act.  This piece of legislation opens 
the door, by: 

• Giving the Secretary of the Interior the authorization to establish an Internet leasing program,  
• Establishing the guidelines for a testing period, and then 
• Requiring a report to Congress with an analysis of the first 10 Internet-based lease sales 

This common sense piece of legislation can truly change the future of the BLM’s leasing program. 

That concludes our presentation.  On behalf of the entire team at EnergyNet, we thank you for the 
opportunity to share our professional experience with you. 

Thank you very much! 

 


