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What is UNITIZATION and what does it mean to the Thompson Divide?

Unit agreements consolidate royalty and participating interests in oil and gas reservoirs. Unitization is intended to ensure effective development of mineral resources—which, in the case of oil and gas, are fluid and heedless of legal boundaries (e.g., property lines, lease boundaries, or surface management jurisdiction) that may complicate efficient development or reduce recovery rates. 

Unit agreements effectively group together bunches of leases as one. That means such agreements can be used to hold vast acreage under the auspice of future development. Once a unit agreement is approved and a producing well drilled, leases within that unit may be held as long as terms of the unit agreement are complied with. The process can be abused. Some companies may use it to avoid development of soon-to-expire leases when prices are low.

While unitization is a great idea in places (e.g., where proven reserves exist, impacts will be insignificant, broad public support for development exists, leases are uncontested, etc.), it is not appropriate in all places. Luckily, BLM has complete discretion to approve or deny unit proposals and, in some cases, BLM cannot approve a unit proposal. Put another way, a leaseholder has no right to unitize leases. 

To approve a unit proposal, BLM must make two determinations. First, the proposal must be necessary and advisable in the public interest. Second, the proposal must properly conserve natural resources. Importantly, the second consideration must take into account the gamut of natural resources that could be impacted, not just the mineral resources. 

The Thompson Divide is, of course, a remarkable place. It provides outstanding and unfragmented wildlife habitat, clean water for domestic and agricultural use, immense and various recreational activities, summer range for livestock, some of Colorado’s best hunting and fishing, and so much more. The place has such extraordinary value, in fact, that fragmenting impacts of mineral development cannot properly conserve natural resources. That is why local communities and people from across the country have sent letters and placed phone calls to the BLM opposing the Lake Ridge Unit and confirming that this proposal is neither necessary nor advisable in the public interest.
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