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3.160-9 - COMMUNITIZATION 

.1 Communitiza';Ci-m Inyo hying Federal Lands. The following guidelines and 
procedures apply to comraunitization of Federal leases or a Federal lease 
communitized with State or fee leases. 

.11 Guidelines. 

A. J u s t i f i c a t i o n f o r Communitization. Communitization'is authorized 
when a Federaf lease joojfflot_be ̂ indepandently .developed' i n 7 conformity w i t h an 
e'stab^ishedjsp&cing^ The fol l o w i n g circumstances w i l l c onstitute 
s u f f i c i e n t j u s t i f i c a t i o n for communitization. 

1. Conforming to an Acceptable State Spacing Pattern. 
Comn^it i z a t i o n p . i s j ^ form a d r i l l i n g ; u n i t that conforms to 
an^acceptable_nonoptioM by. State., order. As a 
general guideline, communitization w i l l not be authorized when a single 
Federal lease or unleased Federal acreage can be f u l l y developed and s t i l l 
conform to an optional (North-South or East-West spacing) pattern established 
by State orderT I f the Federal t r a c t cannot be independently developed and. 
there are a) number of spacing options., the authorized o f f i c e r should require 
the one thdt i s i n the. best i n t e r e s t of the Federal Government, i . e . , the one 
that provides the largest Federal p a r t i c i p a t i o n . 

2. Providing More E f f i c i e n t Reservoir Management. Adequate 
engineering and/or^geological. data i s presented to indicate that 
coromuhi'tizing^tyo_or^^ 
more .e f f i c i e n t , reservoir^i^nagement^of;; an. area.' For example, j u s t i f i c a t i o n 
for approval of communitization exists when s u f f i c i e n t control i s available 
to generally define productive reservoir l i m i t s and communitization i s 
necessary to confine a spacing u n i t w i t h i n the defined reservoir l i m i t s . 

3. Spacing Comprising Both Urtit and Nonunit Lands. Communitization 
iV required when the " l o g i c a l s p a c i n g f o r a well includes both u n i t and 
nonunit: land^i^e.., iŝ .located„outsidei the,unit boundary or i s not committed 
to - tixe unit^agte'e^iit. 

4. Confo_rming^to"DevelopiaenC~Pattern. Where, i n the absence of 
State f i e l d or area spacing or statewide rules, the area has been developed 
by the actual d r i l l i n g of at least three wells on a fixe d pattern i n 
reasonable proximity, with the closest w e l l not more than 2 miles away from 
the proposed well l o c a t i o n , a w r i t t e n statement of intentions to develop the 
leases i n the area on t h i s pattern should usually be required from the 
operator. 
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F. Effects of State Orders. Generally, the operator should be 
required to submit a communitization agreement signed by a l l necessary 
parties for the authorized o f f i c e r ' s approval, even i f the area has been 
force-pooled by State order. Non-Federal r o y a l t y i n t e r e s t owners must either 
sign the agreement, be force-pooled by a State order, or be signers of a 
lease that already contains a force-pooling provision. However, a 
communitization agreement signed by the operator and complete i n a l l 
respects, except f o r signatures of a l l working i n t e r e s t and r o y a l t y owners, 
may be accepted and approved by the authorized o f f i c e r when a State order 
force-pooling such i n t e r e s t s i n the lands i n question i s also submitted. 
Should the authorized o f f i c e r determine t h a t an e x i s t i n g or proposed State 
spacing or pooling order i s not i n the public i n t e r e s t , the State Commission 
should be n o t i f i e d , and i f the order i s not modified s a t i s f a c t o r i l y , the 
authorized o f f i c e r w i l l f u r n i s h the State Director with a complete report. 
I f the State Director concurs w i t h the recommendation of the authorized 
o f f i c e r , but the problem cannot be resolved with the State Commission to the 
BLM's s a t i s f a c t i o n , the State Commission and a l l interested p a r t i e s must be 
advised that no Federal lands w i l l be made subject to the order. Similar 
action must be taken when evidence shows that an e x i s t i n g order i s no longer 
appropriate. 

G. Authority to Approve Communitization Agreements. The aut h o r i t y to 
approve a communitization agreement (CA) inv o l v i n g j u r i s d i c t i o n a l lands i s 
vested i n the authorized o f f i c e r . The w e l l location and dedication p l a t 
attached to an a p p l i c a t i o n f o r permit to d r i l l (APD) should i n d i c a t e the 
acreage that the operator proposes to dedicate to that w e l l . Where the 
acreage proposed to be dedicated to the w e l l i s embraced by two or more 
tr a c t s of diverse ownership, experience has shown that some operators 
i n t e r p r e t the approval of the APD as a commitment by the Bureau to approve a 
communitization agreement f o r t h a t acreage. Guidelines i n t h i s regard are as 
follows. 

1. Required State Spacing. When the applicable State spacing order 
e x p l i c i t l y defines the areal extent and o r i e n t a t i o n of spacing u n i t s , i . e . , 
no optional directions f o r spacing are authorized, and the acreage proposed 
for dedication conforms therewith f o r a w e l l d r i l l e d at the proposed 
lo c a t i o n , the authorized o f f i c e r , i n approving the APD, should advise the 
operator that a CA w i l l be required f o r the acreage shown on the w e l l 
l o c a t i o n and dedication p l a t i f the w e l l i s productive. 

2. Optional State Spacing. When the.applicable State spacing order 
provides f o r optional spacing u n i t s (e.g., f o r 320-acre spacing, the Nl/2, or 
Sl/2, or El/2 or Wl/2 of a s e c t i o n ) , and • 

a. The acreage proposed to be dedicated conforms therewith and 
the d r i l l s i t e lease cannot be independently developed by s e l e c t i n g another of 
the optional spacing u n i t s , the authorized o f f i c e r , i n approving the APD, 
should n o t i f y the operator that a CA w i l l be required f o r the dedicated 
acreage i f the well i s productive; or 
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kiL iThe1-acreage, proposed^.to'.be.'dedicated, conforms therewith but 
t n e \ d r i i l s i t e ; iVasV could be independently developed by dedicating another o f 

.^i i^ORHOTai^a^ing-. ut i iCf,^the authorized o f f i c e r , i n approving the^APD, 
' s t f o u ^ objec t ion: to/&e"pr<Bposed-. 
ded̂ cax'ed'i'acreagê  
required; 

3. Absence of State Spacing. When no applicable State spacing 
exists, the authorized o f f i c e r , i n approving the APD, should n o t i f y the 
operator that once the target formation i n the area has been spaced, the 
appropriate acreage to be dedicated to the w e l l w i l l be determined and that a 
CA may be required at that time i f the well i s productive. 

U. Communitization'of Unleased Tracts. Generally, communitization 
agreements for areas that contain unleased Federal lands may be approved i f 
(1) There is at least one leased t r a c t (Federal, State, Indian, or fee) 
containing a producible w e l l w i t h i n the area to be communitized; and (2) 
there w i l l be a long delay (over 6 months) i n leasing the Federal land. 

1. Establishment of Escrow Account. The second paragraph of 
section 5 of the model form of agreement requires the operator to establish 
an escrow account fo r any unleased t r a c t i n the communitized area. At the 
time of leasing, a disclosure of the dollar amount i n escrow s h a l l be 
submitted to the authorized o f f i c e r . The amount i n escrow is to be included, 
for. information purposes, i n the notice of sale. 

2. Competitive Leasing of the Federal Tracts. The unleased Federal 
lands should be offered for competitive leasing as soon as possible. The 
lease sale notice f o r such Federal land w i l l be subject to a s t i p u l a t i o n that 
the successful bidder must negotiate a subsequent joinder to the 
communitization agreement so that proceeds may be d i s t r i b u t e d . 

3. Compensatory Agreement. A compensatory agreement for small 
tracts of unleased lands may also be negotiated pursuant to 43 CFR 3100.2-1 
(see also Manual Sections 3100 and 3160-2) i n l i e u of leasing such t r a c t s . 

I . Report of Production from Communitized Areas. The operator w i l l 
submit a separate Lessee's. Monthly Report of Operations (Forms 3160-6 and 
3160-7) for the communitized area. 

J. Bond Requirements. A bond for a Federal lease w i l l be required 
only i f operations are a c t u a l l y being conducted on that lease. See Manual 
Section 3104 for d e t a i l s . 
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