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31609 - COMMUNITIZATION

.1 Communitization Invollving Federal Lands. The following guidelines and
procedures apply to communitization of Federal leases or a Federal lease

communitized with State or fee leases.

.11 Guidelines.

A. Justification for Communitization. Communitization ' is authorized
uhen '8 Federal lease cannot_be, 1ndepandan:1y developed'xn conformity with an

dstablished spacing, patters

attern. The folloWing circumstances will constitute
sufficient Justxflcatzou for cammun1t1zat10n.

R Conﬂormlnﬁ to an Acceptable State Spacing Pattern.
Communxtlzatlon is rgquured ‘in*ofder, to form'a drxllzng unit that conforms to
an_acceptable_ nonoptxonal Spdﬁxng pactern.e establzshed by_State.order. As a
general guideline, communitization will not be authorized when a single
Federal lease or unleased Federal acreage can be fully developed and still .-
iiifffm to an opticnal (North-South or East~West spacing) pattern estabrithed
by State order. 1f the Federal tract cafnnot be independently developed and.
there are 4 number of spacing options, the suthorized officer should require
the one that is in the best interest of the Federal Government, i.e., the one
that provides the largest Federal participadtion.

2. Providing More Efficient Resetvoir Management. Adequate
engxneerzng andlor geologxcal data is presented to indicate that
communxtxzzng two oL more_ leaSeamor unleaaed Federal _acreage will_result.in

more efficient reservoir management of-an area. For example, justification
for approval of communitization exist# when sufficient control is available
to generally define productive reservoit limits and communitizationm is
necessary to confine a spacing unit within the defined reservoir limits.

. -2 Spating Comprising Both Unit and Nonunit Lands. Communitization
iz’ réﬁuxred when Che logxcal spncxng for a well includes both unz: and
nonunzt land» ) is. 1ocated outside the unit boundary or is not committed

to-the unlt_agre AL,

&, Egﬁfa?ﬁlﬁ%hto“Déve1opmenﬁ FPattern. Where, in the abseace of
State field or area spacing or statewide ruleas, the area has been developed
by the actual drilling of at least three wells on a fixed pattern in -
.reasonable proximity, with the closest well not more than 2 miles away from
the proposed well location, a written statement of intentions to develop the
leases in the area on this 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 all necessary
parties for the authorized officer's approval, even if the area has been
force—pooled by State order. Non-Federal royalty interest 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 im all
respects, except for signatures of all working interest and royalty owners,
may be accepted and approved by the authorized officer when a State order
force-pooling such interests in the lands in question is also submitted.
Should the authorized officer determine that apn existing or proposed State
spacing or pooling order is not in the public interest, the State Coumission
should be notified, and if the order is not modified satisfactorily, rhe
authorized officer will furnish the State Director with a complete report.
If the State Director comcurs with the recommendation of the authorized
officer, but the problem.cannot be resolved with the State Commission to the
BLM's satisfaction, the State Commission and all interested parties must be
advised that no Federal lands will be made subject to the order. Similar
action must be taken when evidence shows that an existing order is no longer
appropriate.

G. Authority to Approve Communitization Agreements, The authority to
approve a communitization agreement (CA) involving jurisdictional lands is
vested in the authorized officer. The well location and dedication plat
attached to an application for permit to drill (APD) should indicate the
acreage that the operator proposes to dedicate to that well. Where the
acreage proposed to be dedicated to the well is embraced by two or more
tracts of diverse ownership, experience has shown that some operators
interpret the approval of the APD as a commitment by the Bureau to approve a
communitization agreement for that acreage. Guidelines in this regard are as
follows.

1. Required State Spacing. When the applicable State spacing order
explicitly defines the areal extent and orientation of spacing units, i.e.,
no optional directions for spacing are authorized, and the acreage proposed
for dedication conforms therewith for a well drilled at the propased
location, the authorized officer, in approving the APD, should advise the
operator that a CA will be required for the acreage shown on the well
location and dedication plat if the well is productive.

2. Optiomal State Spacing. When the. applicable State spacing order
provides for optiomal spacing units (e. g, "for 320-acre spacing, the N1/2, or
51/2, or E1/2 or W1/2 of a section), and

a. The acreage proposed to be dedicated conforms therewith and
the drillsite lease cannot be independently developed by selecting another of
the optional spacing units, the authorized officer, in approving the APD,
should notify the operator that a CA will be required for the dedicated
acreage if the well is productive; or
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theIOptxonal sp%pzng un:ts,;;he authorxzed offxcer, in approv;ng the APD,
shouldxnotxfy“the opetator offthe Bureau a ob;ectxon toithe proposed
dedxca:ed acreage and ‘advise’ as to.- the ‘acreage. ded1catxon that will be

requxred.

3. Absence of State Spacing. When no applicable State spacing
exists, the authorized officer, in approving the APD, should notify the
operator that once the target formation in the area has been spaced, the
appropriate acreage to be dedicated to the well will be determined and that a
CA may be required at that time if the well is productive.

H. Communitization of Unleased Tracts. Generally, communitization
agreements for areas that contain unleased Federal lands may be approved if
{1) There is at least one leased tract (Federal,. State, Indian, or fee)
containing a producible well within the area to be communitized; and (2)
there will be a long delay (over 6 months) in 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 for any unleased tract in the communitized area. At the
time of leasing, a disclosure of the dollar amount in escrow shall be
submitted to the authorized officer. The amount in escrow is to be included,
for. information purposes, in the notice of sale.

2. Compet1t1ve Leasing of the Federal Tracts. The unleased Federal
Vlands should be offered for competitive leasing as soon as possible. The
lease sale notice for such Federal land will be subject to a stipulation that
the successful bidder must negotiate a subsequent joinder to the
communitization agreement so that proceeds may be distributed.

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) in lieu of leasing such tracts.

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

. J. Bond Requirements. A bond for a Federal lease will be required
only if operations are actually being conducted on that lease. See Manual

Section 3104 for details.
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