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Bill Topic:  MODIFY LAWS DRILLING UNITS POOLING ORDERS

Summary of
Fiscal Impact:

9  State Revenue
:  State Expenditure (workload)
9  State Transfer

9  TABOR Refund 
9  Local Government
9  Statutory Public Entity

The bill makes changes to the process for statutory or forced pooling of oil and gas
resources by the Colorado Oil and Gas Conservation Commission (COGCC) in the
Department of Natural Resources (DNR).  

Appropriation
Summary: 

No appropriation is required.

Fiscal Note
Status:

This fiscal note reflects the introduced bill.

Summary of Legislation

This bill permits the COGCC to authorize more than one drilling unit in a pooling order for
oil and gas resources.  Drilling units may cover any pool, or a portion of a pool.  A statutory pooling
order must specify that a nonconsenting owner is immune from liability for costs arising from spills,
releases, damage, or injury resulting from oil and gas operations on the drilling unit.

Currently, a pooling order may only be made after all mineral rights owners have been given
a reasonable offer to lease their rights to an oil and gas developer.  The bill specifies that the
leasing offer must be given at least 60 days before the pooling hearing, and include a copy of or
link to a brochure supplied by the COGCC that describes pooling procedures and the mineral
owner's legal options.

Background

Current law authorizes "forced" or "statutory" pooling, a process by which any interested
person–typically an oil and gas operator–may apply to the COGCC for an order to pool and force
the development of oil and gas resources located within a given drilling unit.  After providing notice
to interested parties and holding a hearing, the COGCC can approve an order requiring an owner
of oil and gas resources within the drilling unit who has not consented to the application
(a nonconsenting owner) to allow an oil and gas operator to produce the oil and gas within the
drilling unit notwithstanding the owners lack of consent.
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State Expenditures

The COGCC currently permits a single well per drilling unit and this bill allows the COGCC
to authorize multiple wells per drilling unit.  This is not expected to appreciably change the number
of pooling orders considered and issued by the COGCC, or the associated workload of COGCC
staff.  Similarly, the provisions affecting mineral owners related to pooling orders, liability issues,
and cost recoveries for nonconsenting owners are not anticipated to significantly impact COGCC
staff workload.  Finally, the COGCC is required to prepare an informational brochure describing
the process for a pooling order and a mineral owner's legal rights.  COGCC can prepare a web
resource and printed product within the commission's existing appropriations.

Effective Date

The bill was signed into law by the Governor and took effect on June 1, 2018.

State and Local Government Contacts

Law Natural Resources

The revenue and expenditure impacts in this fiscal note represent changes from current law under the bill for each fiscal
year.  For additional information about fiscal notes, please visit:  leg.colorado.gov/fiscalnotes.


