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To: Field Managers and Center Managers
Attn: Oil and Gas Program Personnel

From: State Director
Subject: Oil and Gas Communitization Agreements, Co-operators

Program Area: All Bureau of Land Management (BLM) Field Offices within Colorado that
approve and manage Communitization Agreements (CA).

Purpose: This Instruction Memorandum (IM) outlines procedures for approving and managing
a CA when the need arises to accommodate multiple operators.

Policy/Action: If the CA operator determines that a co-operator is necessary they will be
directed to provide sufficient justification for the co-operator and submit the attached
Designation of Co-operator form for field office approval. The designation will be used to
authorize a co-operator within a CA to operate one well or a series of wells.

To properly document the co-operators associated with the CA in the Automated Fluid Minerals
Support System (AFMSS), each operator name must be associated with the applicable well
record(s). In the remarks section of the CA well case record, remarks should be added to
indicate that this is a co-operator associated with the CA. The name of the CA operator should
also be included in the remarks. There are many situations with multiple operators for a single
case in AFMSS, and the co-operators for CAs will be handled with the same procedures.

In AFMSS, each case/operator combination must have their own inspection priority entered for
the current FY. For inspection purposes, the case/operator combination is treated as a separate
inspection item and all inspections conducted for each will count separately. For example, if a
production inspection (PI) is performed on CA123/Operatorl, and a Pl inspection is conducted
for CA123/Operator2, both inspections will be counted as separate accomplishments for the FY.
AFMSS will treat these as separate entities.



The co-operator will be held individually responsible for compliance with the terms and
conditions of the CA and regulations with ultimate responsibility residing with the CA operator.
Any enforcement action will be initially directed to the designated CA co-operator and not the
CA operator. If the enforcement action against the CA co-operator enters the civil penalty phase
then the CA operator will be notified and provided the opportunity for corrective action.
Violation history and the inspection frequency set as a result of enforcement actions will be
associated with the appropriate CA co-operator, as will all other inspection strategy
determinants.

The Minerals Management Service (MMS) allows multiple operators in an agreement, including
a CA. Each CA co-operator and the CA operator must individually report to the MMS the
production from their respective well(s) within the CA. The production reports in AFMSS for
each well in the CA will show the production amounts and disposition, and the associated
operator. Royalty reporting and payment can be made by any MMS authorized entity.

A CA operator cannot designate a CA co-operator(s) for all wells in the CA. The CA operator
must operate a portion of the wells in the CA. A co-operator cannot designate another co-
operator.

Timeframe: This IM is effective immediately.
Budget Impact: None.

Background: The Colorado Oil and Gas Conservation Commission (COGCC) is granting
multiple wells within a single drilling and spacing unit through increased density allowances.
The multiple well drilling and spacing unit applies to both past and present drilling and spacing
unit designations that involve the federal mineral estate.

In the past, a drilling and spacing unit was sized to the area drained by a single well. A CA was
formed if the drilling and spacing unit could not be independently developed. With increased
density allowances, the number of wells within the drilling and spacing unit is increased.
Technical information presented to the COGCC by industry indicates that a single well does not
drain the area that the original drilling spacing unit is based but on a smaller area, thereby
necessitating increased density.

This allowance has resulted in operational conflicts between the mineral owners within the
drilling and spacing unit. Without the provision for co-operators these operational conflicts
serve to prevent full drilling and spacing unit development or result in requests to the COGCC
for modifications, sometimes detrimental to the BLM, to the drilling and spacing unit.

Presently, the COGCC is also allowing the formation of a drilling and spacing unit with multiple
wells, or increased well density from the beginning. This allowance is more for administrative
and environmental reasons than for reservoir considerations. State office review of industry
applications to the COGCC show that in certain instances support of the proposed multiple well
drilling and spacing units is in the best interest of the public. For example, the BLM may want
to support an application in situations where small tracts of federal mineral estate lie within a



proposed multiple well drilling and spacing unit. However, industry management of and
operational agreements for these types of drilling and spacing units may call for multiple
operators.

The Williams Fork Formation of the MesaVerde Group is a good example. Once thought to
drain an area of over 160 acres, wells now completed in the Williams Fork Formation are
allotted 10 acres. This development has impacted both past and present drilling and spacing unit
designation by the COGCC. While the BLM may object in some cases to the modification of
existing or the formation of new multiple well drilling and spacing units, the capability to allow
CAs with multiple operators in specific situations is necessary for adequate management of the
federal mineral estate.

Directives Affected: No prior directive of this type has been issued.

Coordination: The Colorado State Office, Branch of Fluid Minerals, and the National AFMSS
Program team were primarily involved in the preparation of this IM. All Field Offices reviewed
a draft for concurrence.

Contact: For questions regarding the CA agreement and co-operator designation please contact
Hank Szymanski at 303-239-3797. For questions regarding inspection and enforcement
procedures please contact Pat Gallagher at 303-239-3756.

Signed by: Authenticated by:

David Hunsaker Cathy Cooney

Acting State Director Branch of IRM & Access
1 Attachment:

1- Designation of Communitization Agreement Co-Operator (2 pp)



