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Lease Operations



Welcome to the module titled Lease Operations.  In a previous 
class this section was called BLM at Work.  We changed the title 
because we covered the basics of processing post lease actions 
or applications, namely Applications for Permit to Drill and 
Sundry Notices.  My objective is to give you some basic 
understanding of  “Lease Operations”, the processes and who 
does what and why.  At any time, please feel free to contact me 
(Steve Salzman) if you do not understand something or just have 
basic questions.

You probably already know or have learned in a prior lesson what 
authority gives the BLM the jurisdiction to regulate lessees and 
operators of Federal oil and gas leases.  And that is the 
regulations at 43 CFR 3160.   This set of regulations governs 
most aspects of the conduct of operations on Federal oil and gas 
leases and provide for protection of the environment, 
conservation of resources, public health and safety and 
production accountability. 



I will begin be reiterating what you have already learned in 
“Planning and NEPA”,  Module 1, and that is that until a Federal oil 
and gas lease, a legal and binding contract, is issued by the BLM, 
the decision to lease is discretionary.  Once the lease is issued 
and in effect, the BLM cannot then tell the lessee or operator 
that they may not develop their lease.  Generally speaking, that 
would be a “takings” issue.  We can only tell them where, when and 
how an oil or gas well can be drilled, for the most part.



Presenter
Presentation Notes
Modern rotary drilling rig



We will first focus on how a Federal oil an gas Lessee or 
Operator obtains permission to drill the oil or gas well on his or 
her leasehold.  There are two ways to begin the process, via the 
Notice of Staking (NOS) option, followed by submission of an 
Application for Permit to Drill (APD), or directly to the APD 
process.  The preferred option is for an operator to submit a 
NOS simply telling the BLM where he or she has surveyed and 
staked the drilling location for the well, the access road and 
ancillary facilities.  The operator does not need prior permission 
to enter upon a Federal leasehold for surveying and staking the 
location but does on split estate situations (private 
surface/Federal minerals), on Indian leases or on Military 
reservations.  



The reason the NOS option is preferred is that the BLM, and 
other involved surface management agencies (SMA’s), have the 
opportunity to conduct an on-site inspection before the APD 
package is submitted.  If the well’s staked location needs to be 
moved or reoriented, then the necessary re-surveying and re-
staking can be performed before all the necessary paperwork is 
submitted.  However, this would necessitate changing a lot of 
documents.  Some of the reasons for moving a staked location are 
to avoid steeply sloping locations, cut and fill mitigation, cultural 
resource avoidance or for safety considerations such as drilling in 
known hydrogen sulfide areas.  It is best for the BLM, the SMA 
or surface owner, and the operator to know these factors prior 
to submission of an actual APD.  



Who participates at the on-site inspection?  Generally it is the 
Resource Protection Specialist or Natural Resource Specialist, 
the Archaeologist (either BLM or contract), perhaps the BLM  
Geologist or Petroleum Engineer and the SMA, if other than 
BLM, the operator’s representative and any other appropriate 
party.  That way, when the on-site inspection is conducted, most 
impacts to the surface and surface resources can be identified 
and, hopefully, mitigated prior to submitting the APD for review 
and approval.



Notice of Staking (NOS)

• Optional
• Surveying and Staking
• prior approval not needed for Fed
• prior approval needed for Indian or Military

• Notice submitted
• Onsite inspection 
• Still must file APD



So, let us assume for the moment that the on-site inspection 
went well, any slight modifications were noted and impacts to 
cultural resources were avoided, and now the operator submits 
the actual APD incorporating the recommended modifications and 
all it’s accompanying attachments.  The APD is divided into two 
main parts; the surface use plan, or 13-point plan as it is 
customarily called, and the drilling plan, or 8-point plan.  There 
are usually other documents accompanying the surface use plan, 
such as the cultural clearance and the surface owner agreement 
certification to name a couple, and there may be additional 
attachments to the drilling plan, such as a Hydrogen Sulfide 
Drilling Plan (H2S Plan), required when drilling into zones known 
to contain H2S of 100 parts per million (ppm), or more, in the gas 
stream. 



To begin with, the BLM is reviewing the document to determine if 
the surface use plan and the drilling plan are in compliance with 
Federal regulations.  The standards which apply are found in 
Onshore Oil and Gas Order No. 1: Approval of Operations on 
Federal and Indian Oil and Gas Leases, Onshore Oil and Gas 
Order No. 2: Federal and Indian Oil and Gas Leases; Drilling 
Operations, and Onshore Oil and Gas Order No. 6: Federal and 
Indian Oil and Gas Leases; Hydrogen Sulfide Operations.  



Who Ya’ Gonna’ Call?



Who looks at this document and what are they looking for?  The 
BLM staff who reviews the document are usually a Land Law 
Examiner, a Petroleum Engineer, a Petroleum Geologist, perhaps a 
Mining Engineer, certainly an Archaeologist, a Surface Protection 
Specialist, a Wildlife Biologist, a Realty Specialist and perhaps 
other BLM professional staff, as warranted.



These People Can Help You!



Who Touches an APD?
• Legal Instruments 

Examiner
• Petroleum Engineer
• Geologist
• Surface Protection 

Specialist

• Archeologist
• Wildlife Biologist
• Realty Specialist
• Mining Engineer



Normally, the BLM requires the operator to submit three copies 
of the APD.  The mail room is generally the first stop where the 
APD’s are logged in and date stamped when received.  The 
original is usually given to the Land Law Examiner and the other 
two are distributed to other specialists to begin the review 
process.  The Land Law Examiner will:

1) “Post” the APD for the mandatory 30 day public inspection 
period (not necessary for wells to be drilled on Indian Trust 
lands), 

2) check for basic completeness (check for necessary 
attachments, not necessarily for content), if not, will issue a 
“Seven Day Letter”,  

3) conduct an administrative review to determine the lease 
status (effective date, ownership, etc.) and 

4) determine if the operator is bonded.  



Oil and gas bonds are considered a performance or “good faith” 
bond and are not meant to cover all of the potential liabilities 
like the bonding requirements of 43 CFR 3809.  Oil and gas 
bonds are (currently) $10,000 for an individual lease, which 
covers multiple wells and operations on a single lease, $25,000 
for a Statewide bond , which covers operations in a single BLM 
state, or $150,000 for a Nationwide bond, which covers 
operations on all BLM administered subsurface mineral estate.  
These bond amounts are currently under consideration for 
increasing the basic amounts as one of the National Energy Plan 
tasks. 



Legal Instrument Examiner
• Post or log APD
• Completeness of 

application
• Administrative 

review
• 7-day letter
• Update AFMSS and 

Case Recordation



Administrative Review

• Lease status
• Lease ownership
• Well location and spacing
• Bonding
• Operator certification



Bonds

• Individual - $10,000

• Statewide - $25,000

• Nationwide - $150,000



The land Law Examiner will  check to see if the operator has 
included the “operator certification” statement and check the 
well location, the registered surveyors plat and review the well 
spacing for conformance to approved spacing orders.  Usually at 
this point it will also be determined if the proposed well will be 
completed on a lease basis, will require a Communitization 
Agreement (CA), or is part of a Unit Agreement (you will learn 
more about this in Module 2, Reservoir Management).  Also, it will 
be noted if this is could the first productive well on the lease and, 
if so, a first production memo will need to be sent to the MMS if 
and when the well is completed for production.  Also, at this time, 
the proposed new well information will be entered into LR 2000 
Case Recordation and AFMSS.  Normally, the BLM requires the 
operator to submit three copies of the APD, and the other two 
are distributed to the other specialists when received and logged 
or stamped in.



Surface Protection 
Specialists

• Land use plan
• NEPA compliance
• Inspections
• Rights-of-way



The statutes and regulations do not offer guidance on how BLM 
will authorize operations.  There is no regulatory cookbook or 
required list of things to look for in justifying approval for a well 
permit.  Remember from the end of the lesson on Planning for Oil 
and Gas that we look to regulation in 43 CFR 3161.2 to see what 
BLM is directed to do.  As to environmental protection, the 
regulation merely states that BLM must determine the proposed 
operation is sound from an environmental standpoint.



Oil & Gas Operations: 
Environmental Protection

43 Part 3161.2:
The authorized officer is directed 

to …. determine that the 
proposed plan of operations is 
sound both from a technical and 
environmental standpoint.



Therefore, our objective is to find out how we make the 
determination as to whether a proposed oil and gas operation is 
environmentally sound.  Environmental protection laws in the 
1960's and early 1970's , including NEPA, compelled Federal 
agencies to consider the “environmental soundness” of their 
actions.   Approval of lease operations was no different.  
Departmental directives in October 1971 required Interior 
agencies to determine environmental soundness by performing 
impact assessments in compliance with NEPA.   In May of 1972, 
the USGS Conservation Division determined that the best way to 
facilitate this assessment was to require a surface use plan as 
part of a permit to drill (APD).  Working with BLM counterparts, 
USGS officials developed data requirements for surface use 
plans, and published them in a Notice to Lessees and Operators, 
which became effective as NTL-6, Approval of Operations, on 
June 1, 1976. 



Objective:

Managers will know how to 
determine whether a 
proposed oil & gas operation 
is environmentally sound



Thus the foundation for determinations as to environmental 
soundness began with NTL-6. 

The NTL-6  was revised once and renamed Onshore Oil and Gas 
Order No. 1 in November of 1983.  Order No.1 tells applicants how 
to submit their well permits and how to prepare drilling plans, 
including the surface use plan.  It also serves as a guidance 
document for BLM in reviewing the applications.   If you do not 
have a copy, the complete text of Onshore Order 1 can be found 
online.  



In addition to instructions for preparing surface use plans, these 
are salient provisions of Order No.1:

- requires well sites to be located by survey,

- allows a Notice of Staking to jump start the process prior to 
filing a formal APD,

- onsite pre-drill inspections would occur within 15 days of filing 
the NOS or APD,

- the authorized officer may waive the requirement for an 
archaeological survey,

- BLM will consider the concerns of other surface managing 
agencies, 

- BLM will base its impact assessment on the content of the 
drilling plan,



More salient provisions of Order No.1:

- the surface managing agency is responsible for identifying 
species concerns,

- BLM must lead the NEPA process and the development of 
mitigation measures,

- surface owner agreements are preferred, but not mandatory,

- the environmental review process will apply to other surface 
disturbing proposals, and

- the authorized officer may require information not specified in 
Order No.1



Oil & Gas Order No. 1
highlights

• Minimum survey requirements
• Pre-APD Notice of Staking
• Onsite inspection within 15 days
• Archeological survey discretionary
• Other SMA’s may identify concerns
• Impacts based on drilling plan



Oil & Gas Order No. 1
highlights

• SMA identifies T&E concerns
• BLM leads NEPA & COA development
• Surface owner agreement optional
• Environmental review for other 

operations
• AO may require more in SUP’s



The 13 points required in a surface use plan (SUP) can be 
divided into three simple categories of information.  The first 
of these is maps.  The Order requires that a map or maps be 
provided to BLM showing existing surface features and the 
location of proposed well facilities.   Specifically, the maps 
must show existing and proposed facilities, well locations in the 
area, and the location of water sources. The SUP is adequate if 
the map is sufficient so that the EPS can find proposed sites in 
the field.   Also, these maps should be in enough detail and 
scale that your interdisciplinary team can judge whether the 
proposed drilling action has any potential to affect 
environmentally sensitive areas and other natural resources due 
to their proximity.



Surface Use Plan
map(s) showing:

1)  Existing roads
2)  Roads to be constructed
3)  Location of existing wells
4)  Location of proposed facilities
5)  Location and type of water supply
6)  Any ancillary facilities



The second category of information is in the form of lists of 
information.  These lists provide the basic information on what 
the applicant intends to do, and how they will do it.  Reviewed 
together with the drilling program (see lesson on Engineering 
operations), these points in the SUP will allow the EPS to evaluate 
the magnitude of surface disturbance, and begin assessing the 
impacts of the proposed action.  Specifically, the Order requires 
lists of intended construction materials, methods for handling 
waste (including produced water if known), intended reclamation 
procedures, and information on surface ownership.



Surface Use Plan
list:

7)  Construction material used
8)  Methods for handling waste
9)  Plans for reclamation
10)Type of surface ownership



The last category is “miscellaneous” information.  The Order 
requires a diagram of the proposed well site layout.  This plat, 
and its orientation with respect to the location the ground, is 
useful for determining safety aspects, and other small scale 
impact issues.   The plat must show any intended surface cuts and 
fills, which is very important in the assessment of surface 
disturbance.  The Order provides that any other information, 
deemed useful by the BLM Authorized Officer, must be included 
in the SUP as well.   The Order requires the applicant to sign the 
SUP certifying that the information is true and correct. 



Surface Use Plan

11) Plat showing well site layout

12) Other information

13) Operator’s signed certification



Order No 1. requires that there be a field inspection as part of 
the review of an APD.  The Order specifies the participants 
in the field inspection.  At a minimum, these are, a 
representative from:

1) BLM (usually the EPS), 
2) the applicant, 
3) the applicants construction contractor (if known), and 
4) a representative of any other surface managing organization 

(if other than BLM).  



Having these parties together during the EPS’s field inspection is 
very important.  The inspection becomes a meeting between the 
parties to explain and clarify the proposed action.  If the 
inspection is conducted prior to filing the APD, then the applicant 
is more likely to submit a complete surface use plan without the 
need for subsequent amendments of one sort or another.   Also, a 
field meeting works to assure that the location is built as 
intended in the SUP, and as intended by the parties to the APD.   
A suggested checklist for the onsite pre-drill inspection is 
included with this lesson.  Course participants are expected to go 
over this checklist in the field with a knowledgeable EPS to gain 
an understanding of what the EPS must learn and do during the 
field inspection.  Please review the file in Module 3, Field Trip 
called “field trip_checklist”, print and take a copy with you on 
your trip to the oil patch.



Field Review
(Onsite or Pre-drill Inspection)

• BLM, operator, other SMA, dirt 
contractor

• Exception for infill wells

• Demonstrated on field tour



Now that the EPS has accumulated all this information on the 
proposed well operation, just how will he or she use it to protect 
the environment?  First, the EPS must determine whether the 
surface use plan needs to be supplemented with additional impact 
mitigation measures.  We call these measures conditions of 
approval (COA) to distinguish them from mitigation measures 
(stipulations) attached to lease instruments (see lesson on 
Planning for Oil and Gas).  There is a process ready made to 
develop and justify additional COA’s.  This process is called the 
NEPA compliance process.  Remember from the beginning of this 
lesson, that the surface use plan concept arose from the need to 
comply with the then new NEPA back in the early 1970's.  



The NEPA process provides a written documentation of the 
environmental review, and the development of additional 
mitigation.  Within BLM this process begins with a Plan 
conformance review to make sure the proposed action conforms 
to the current RMP for the area.  Based on the Plan conformance 
review, the EPS may decide to document NEPA compliance with a 
determination of NEPA adequacy (DNA), an EA, or an EIS.  Which 
document is appropriate is the subject of other training and the 
BLM NEPA Handbook (H-1790-1).  Generally, an EIS would not be 
needed unless the action did not conform to the RMP, and the 
impacts were going to be highly controversial.   An EA would not 
be needed unless additional mitigation needs to be justified 
and/or the action did not conform to the Plan.  In the latter case, 
the proposed EA must undergo public scoping.  And, lastly, if the 
surface use plan is just right, and the action conforms to the 
Plan, a DNA is all that should be required.



Environmental Review

• Plan conformance
• NEPA compliance
• D N A
• EA
• EIS



If the surface use plan needs to be supplemented with other 
appropriate impact mitigation requirements, the EPS should 
assure these requirements are attached to all copies of the APD 
before it is returned to the applicant.  The COA’s must be 
reasonable.   This means they must be technically possible to 
accomplish, and they must allow the exercise of lease rights.   If 
a COA prevents an applicant from proceeding with development 
for either economic or the above mentioned technical reasons, 
then it is not a COA.  Remember the “A” stands for approval.  
There is no such thing as a condition of denial.  This does not 
mean that the EPS should dismiss appropriate mitigation.  It does 
mean that, if required mitigation renders development impossible, 
then consideration must be given to denying the action.  



Be advised that permit denial has other ramifications beyond the 
scope of this training.  If a Manager believes there is a need to 
deny lease rights, they should consult with the Field Solicitor’s 
Office prior to issuing a decision.   All COA’s must be the least 
restrictive to accomplish the task  If an applicant proposes other 
(cheaper ?) mitigation, the EPS must assess whether the 
applicant’s proposal will accomplish the intended mitigation.   
Lastly, COA’s must be plainly worded.  Included with this lesson is 
a file called “COA_ex”.  At the end of this lesson, launch this file 
and proceed with the exercise.



Conditions of Approval

• Reasonable
• Justified by RMP or NEPA 

analysis
• Plainly worded
• Accomplish the objective
• Allow exercise of lease rights



Right-of-Way (ROW)

• Roads
• Oilfield facilities



The Geologist will review the APD to determine if the formation 
tops, geologic marker beds, and sources and depths of fresh or 
useable water are identified .  He or she will also determine if 
potential oil, gas and other mineral bearing zones are identified, 
check for potential subsurface hazards such as abnormally 
pressured zones or those that may contain hydrogen sulfide, 
identify potential lost circulation zones, pick surface casing set 
points and determine the cement tops.  He or she may also 
provide input regarding formations to be tested or logged for 
other minerals identification.  This information that the 
operator has supplied is found in the drilling, or 8-point plan as 
it is sometimes called, part of the APD.   There is usually a brief 
Geologic Review Report that is made part of the BLM file copy 
(original) APD.  The geologic review of this specific APD is also 
documented in AFMSS. 



Geologist
• Geologic Markers 

and Formation Tops
• Fresh water 

sources & depths
• Oil, Gas, and 

Mineral bearing 
zones

• Potential Hazards



Geologist, cont.

• Abnormal Pressure, H2S
• Casing Set Points
• Cement Tops
• Update AFMSS



The Petroleum Engineer will review the drilling, or 8-point plan, as 
it is sometimes called, to ensure the operator is in compliance the 
Bureau’s national standards when conducting drilling operations on 
Federal or Indian lands.  As I mentioned before, these standards 
for minimum levels of performance expected, are found in Order 
No.2, Drilling Operations and, if applicable, Order No. 6, 
Hydrogen Sulfide Operations.

A review of the casing and cementing program that the operator 
has indicated for the well will be conducted.  The engineer checks 
to see if the proposed casing has sufficient strength, after 
applying accepted safety factors,  to withstand the collapse, 
burst and tensional loads it will be subjected to.  He or she will 
also determine if the proposed cementing program provides for 
the proper types and  quantities to support the casing,  protect 
useable subsurface water and prevent hydrocarbon and fluid 
migration between zones.



Petroleum Engineer
• Casing and Cement 

program
• Drilling Fluids  

program
• Pressure control 

system
• Testing, Coring, 

and Logging
• Update AFMSS



The Petroleum Engineer will review the drilling fluid program, 
commonly called the mud program, to determine whether the mud 
system is water based or oil based .  If an oil based mud system is 
specified, proper disposal methods must also be identified.  The 
mud weight, viscosity, ph and water loss properties are reviewed 
for each casing and cementing phase for the ability to control the 
subsurface pressures expected to be encountered.  There is also 
a requirement for a mud monitoring system to be employed to 
signal when the active mud volume has increased or decreased.  
One may indicate a well “kick” and the other may signal lost 
circulation.  

If air is the circulating medium to be employed there are 
additional requirements that come into play.  Compressor size, 
direction and distance from the well bore, use of flame arresters, 
blooie line and distance to the sand/flare pit are all reviewed for 
compliance with minimum standards.  



Mud Program
• Type of circulating medium:  
• Water based
• Oil based
• Air
• Characteristics:
• Weight
• Water Loss 
• Sufficient Quantity on Hand or Backup
• Monitoring Equipment



In concert with the mud program, the pressure control system, or 
blow out prevention equipment (BOPE),  is reviewed to ensure it is 
sized appropriately to control the anticipated surface pressure it 
may be subjected to.  The BOPE must be of the proper pressure 
rating to contain subsurface pressures and provide for complete 
closure of the well bore.  Blowout preventers and associated 
systems are rated in thousands of pounds of working pressure; 
2M, 3M, 5M, 10M and 15M, and the requirements for each 
escalate.   For example, on systems rated for 3M and above, an 
annular preventer is required as well as pipe and blind rams.  The 
requirement for remote control chokes instead of manual chokes, 
as well as the number of chokes, changes as the pressure rating 
for the system increases.



Pressure Control

• Blowout Prevention Equipment (BOPE)
• Pipe and Blind Rams
• Annular Preventer
• Upper Kelly Cock
• Stabbing Valve
• Chokes; Manual/Remote

• Sizes:
• 2M, 3M, 5M, 10M, 15M



What is this pressure control equipment, or BOPE, all about?  
Maybe a brief discussion about hydrostatic pressure and 
subsurface pressure is warranted.  You will want to think back to 
the discussion on formation pressures in the Geology 101 module.  
So....let’s  assume for a moment that we have column of water 
10,000 feet high.  How much downward force does that column 
have at the bottom?  Fresh water weighs about 8.33 pounds per 
gallon (ppg) or, if you convert it, about .434 psi per foot of depth.  
So our 10,000 ft. high column of water exerts a downward force 
of 10,000 ft. X .434 psi/ft. = 4,340 psi.   If we were using fresh 
water as our drilling fluid, we could contain a bottom hole 
pressure of 4,340 psi at 10,000 ft. true vertical depth.  



What would happen if, while drilling, we broke into a high 
pressure gas zone that we did not expect?  If the weight of the 
drilling fluid, or the downward force it exerts,  is not enough to 
counter the upward force of the gas pressure, the drilling fluid 
will start to move up the well bore and be displaced at the 
surface, and as it does, the hydrostatic pressure at the bottom 
of the well is reduced even further, allowing more gas to enter 
the well bore.  This scenario is called a gas “kick” and if not 
controlled, could lead to what is called a blowout.  That is what all 
the BOPE is for.  It serves to control the well bore pressure at 
the surface and to contain it.  The preventers are designed to 
close off the well bore at the surface and the choke system 
allows for bleeding off the high pressure slowly so “weighted’ 
drilling fluid can be placed at the bottom of the hole. When 
enough of the heavier drilling fluid is circulated down the well 
bore, the pressures are equalized, the well bore becomes static 
and the “kick” is controlled.  



A look at the next slide will show what could happen if the 
formation pressure is more than the drilling fluid hydrostatic 
pressure and the BOPE could not contain the formation fluids!





When all of the BLM staff specialists have reviewed the APD and 
determined that the surface use plan and the drilling plan are in 
compliance with BLM regulations, and all other impacts to the are 
addressed, the APD is ready for approval, providing that the 
mandatory 30 day posting period has elapsed.  This is usually the 
case.  There are instances that the APD is ready for approval 
prior to the expiration of the 30 day posting period, but the APD 
cannot be approved until the 30 days have elapsed (except in the 
case of Trust APD’s).  At that point, any conditions of approval 
(which were discussed earlier), as appropriate, are attached to 
the APD, the APD is signed and dated, and returned approved to 
the applicant.  No surface disturbing activities, such as location 
building, may take place prior to the approval of the APD and a 
copy of the APD must be on location at all times during 
construction and drilling operations.  It is OK to fax a copy of the 
approved APD to the operator in those cases where they want to 
start construction of the access road and drilling pad prior to 
actual receipt of the signed copy of the APD.     



The approved APD is valid for one year, with a one time extension 
of up to a one year, if so requested.  This policy is generally 
accepted by the majority of the BLM offices.  However, it is not 
regulation.



Conditions of Approval

• Changes to APD
• Clarification of local requirements
• Attached by resource specialists



Timing

• 30 days minimum
• 45 days average



Approved APD
• May start work 

immediately
• Good for one year
• May be renewed



Delays

• Lose available rig
• Lose lease



When the operator starts the actual drilling of the well, within 
24 hours, they must notify the BLM jurisdictional office.  This is 
called the “Spud Notice”.  Usually, this is called in to the office 
or, on a weekend or holiday, to a BLM representative or answering 
service listed in information attached to the approved APD.  If 
the drilling of the well takes 30 days, or longer, the operator is 
required to submit a progress report every 30 days, usually on a 
Sundry Notice, Form 3160-5.  When drilling operations are 
completed, a Well Completion Report, Form 3160-4 is required to 
be submitted within 30 days.   



Many times a well will not be successful in testing formations 
that are capable of production in paying quantities.  Usually, at 
this time the well will be plugged and abandoned.  The operator 
must have prior BLM approval to plug the well.  If the drilling rig 
is still being utilized, the operator will most likely call in for 
verbal approval because rig time is valuable and they will not want 
to wait until a written request is prepared, submitted to the 
proper BLM jurisdictional office, reviewed, modified if necessary, 
approved and mailed back to the operator.  Usually, the Petroleum 
Engineer will be called by the operator and will give the plugging 
procedures to the operator based on information obtained during 
the drilling, logging and testing of the well.  Usually all zones that 
may contain hydrocarbons or fluids that have a tendency to 
migrate will be cemented off and all fresh or useable water zones 
will be protected by a cement plug. Any other zones penetrated 
that could be a potential problem later, such as any lost 
circulation zones encountered during drilling if not already 
covered by surface or intermediate casing, will also be covered by 
a cement plug.  The surface location will also be identified with a 
dry hole marker.



If the well is completed as a producer, the drilling rig is moved 
off after production casing is cemented and a smaller rig, called a 
completion or work over rig, is moved in and utilized for running 
casing identification logs, perforating and for running down hole 
pumps, if necessary, running production tubing in the well bore and 
setting the wellhead valves and controls.  The rest of the fluid 
treating and handling systems will also be installed at this time.  
These are items like production and storage tanks, dehydrators, 
separators, measuring systems, sales meters and flow lines.  You 
will learn more about these items and their functions in the 
Inspection and Enforcement discussions.

All of the drilling, testing, plugging record (if a dry hole), or 
completion information (if a producer) will be entered into 
AFMSS.  This is the electronic well record that the engineers, 
geologists and technicians will refer to for the life of the well.   



In addition, not later than the 5th business day after any well 
begins production on which royalty is due, the operator is 
required to notify the BLM by letter or sundry notice, or orally 
to be followed by letter or sundry notice, of the date on which 
production began.  If the well makes oil or gas, or a combination 
of oil and gas, during any testing operation, this is considered 
actual production and must be reported within 5 business days.   



Sometime during the life of the well, it may require service, 
repair or may be re-completed to another formation or 
converted to another beneficial use.  Some of these actions do 
not require prior BLM approval.  This is any well bore cleanout 
operation, routine well maintenance or running bottom hole 
pressure surveys.  These actions do not require a subsequent 
report of operations either.  Re-drilling, deepening, plug backs, 
altering or repairing casing, non-routine fracturing operations, 
re-completion to different intervals, water shut-off treatments, 
commingling of production between formations, and/or 
conversion to injection all require prior BLM approval and reports 
when completed.   These requests for approval and subsequent 
reports are to be filed on Sundry Notice Form 3160-5.  If there 
is any additional surface disturbance associated with any 
subsequent well operation, prior BLM approval is also required.  
There are some routine operations that do not require prior BLM 
approval but do require a subsequent report to be filed.  These 
are routine fracturing or acidizing operations, or for re-
completions in the same intervals.



The main reason we are concerned about these subsequent well 
operations is for production accountability reasons.  If a well is 
re-completed to another formation, for example, the new 
formation may be in a different drilling and spacing pattern that 
may require the oil or gas to be communitized with another lease, 
or that formation may be unitized.  This will affect production 
accountability and the BLM needs to be aware of this, as does the 
MMS. 



Sundry Notice

• Notice of Intent - NOI
• Subsequent Report - SR



Examples of Actions
• Casing repair
• Perforate and/or acidize
• Recomplete to a new zone
• Convert to water disposal
• Change in drilling plans
• Commingling
• Abandonment - SRA
• Final Abandonment - FAN



We will shift gears a little here and talk about wells that are not 
producing.  These are wells that are in a shut-in or temporarily 
abandoned status.  The official definition of a shut-in well is “a 
completion that is physically and mechanically capable of 
production in paying quantities or capable of service use”.   In 
other words, a well that is capable of producing oil or gas in 
sufficient quantities to pay out day-to-day expenses, but is not 
actually producing.  A good example of this is a gas well that has 
not been connected to a sales line or the line is too far away and 
it is not economical to connect to at this time.  Operators do not 
need official BLM approval to shut-in a well.  Operators do need 
prior BLM approval if a well is to be temporarily abandoned 
however.  The official definition of a temporarily abandoned well 
is “a completion which is not capable of production in paying 
quantities but which may value as a service completion”.  The BLM 
can grant approval for temporarily abandonment for up to 1 year.  
The operator must apply annually for continued approval.  



We have many wells in a TA status that do not have current 
approvals and have been  TA’d for many years.  This is an ongoing 
issue for BLM.  The real problem is that as ownership of wells and 
leases pass from larger to smaller operators, the smaller 
operators may not have the necessary resources to effect the 
permanent abandonment of the wells.  Oil and gas bonds are in 
many cases not sufficient to cover the total abandonment and 
reclamation costs.  And the BLM has been lax in requiring timely 
abandonment of wells that have no future value.  Keeping on top 
of this issue is a continual process.



Non-Producing Wells

• Shut-In   - SI
• Temporarily Abandoned   - TA



Shut-In
• Definition:                                          

“A completion which is physically and 
mechanically capable of production in 
paying quantities or capable of 
service use”.

• Source:  IM No. WO88-8, 10/2/87



TA, Continued

• Limited period
• Justification required
• Casing integrity test



Temporarily Abandoned

• Definition:                                         
“A completion that is not capable of 
production in paying quantities but 
which may have value as a service 
completion”.

• source:  IM No. WO88-8, 10/2/87



The next slide shows the magnitude of the problem as it existed 
about 2-3 years ago.  You can clearly see that there was a 
significant number of long term shut-in (SI) or temporarily 
abandoned (TA) wells and that many of them have been so for 10 
years or longer.  The last couple of years the Oil and Gas Program 
budgets have included centrally funded monies specifically for 
dealing with our backlog of long term SI and TA wells.  We have 
made progress but there is still a significant number that have 
not been resolved. 



Extent of Idle/Inactive Well Problem (Cont’d)
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Usually, the last evolution in the life of an oil or gas well is when 
it is depleted and cannot produce in paying quantities any longer 
and has no further value.  At this stage, the well is permanently 
plugged and abandoned and the surface location is reclaimed.   
Prior approval from the BLM is required.  The operator submits a 
plug and abandonment plan and it is reviewed and, if necessary, 
modified by the Engineer and approved.  When the down hole 
plugging is completed the operator submits a Subsequent Report 
of Abandonment.  This report, called a SRA, is also reviewed by 
the Engineer,  approved by the BLM and a copy is returned to the 
operator.  When the surface reclamation is completed and the 
vegetation has had a chance to establish itself, usually 2 to 3 
growing seasons, the operator will submit another subsequent 
report, called a Final Abandonment Notice (FAN), the BLM will 
inspect the location to determine if it was reclaimed properly 
and, if so, will approve the FAN.  



If this was the last well on the lease, and the lease is beyond it’s 
primary term, that is “held by production”, the lease will 
terminate.  The operator will usually get his operating bond 
released unless he has a statewide or nationwide bond and 
operates on other Federal leases.

This is the final stage in what we call the “cradle to grave” life 
cycle of oil and gas operations on Federal and Trust oil and gas 
leases.



Plug and Abandon

• End of life cycle
• Plugging requirements - OO #2
• Reclamation
• Restoration



We will now talk a little about the Automated Fluid Minerals 
Support System, or what we affectionately call AFMSS.  It is the 
official BLM electronic well record system and it has many useful 
features.  We have referred to it several times in this lesson but 
have not really said what it is and what it can provide to you.  

All of an individual well’s life history is recorded in AFMSS from 
when it is first permitted and drilled, re-worked,  repaired, re-
completed and  finally plugged and abandoned.  Wells are tied to 
leases, unit agreements or communitization agreements.  It is also 
tied to the MMS Monthly Report of Operations, Form 3160, which 
contains all the well’s production history.  Inspection activities 
associated with these wells are also recorded in AFMSS.  It is the 
best source of APD tracking information available and several 
reports are included in the next few slides.  You, as a manager, 
should  become familiar with these canned reports as they will 
give you an immediate status of all the APD’s your office has 
processed or is currently processing.



One of the most recent upgrades of AFMSS is the online NOS, 
APD, Well Completion, and Sundry Notice electronic submission 
feature.  It allows operators to submit these applications, 
including all attachments, electronically from a workstation in 
their own office.  It notifies the BLM that an application is 
incoming and even populates the basic well header information 
screen for APD’s.  As it is refined further in the future it will be 
of even more utility and value.













The last item we will discuss briefly is LR 2000 and case 
recordation.  All official Federal oil and gas lease information is 
contained in LR 2000.  Some of the more useful information 
contained in the database is the lease number, legal description, 
state and county, case type (public domain or acquired), number 
of acres in the lease, the date the lease became effective, who is 
the lessee or has multiple lessees, their address(s), who has 
operating rights, if it is in it’s primary term or is held by 
production, if it is committed to a unit agreement or a 
communitization agreement and if it receives actual or allocated 
production. 





This concludes the module called Lease Operations.  I hope you 
have asked some questions along the way and if you have 
remaining questions now or in the future please feel free to call 
me at (775) 861-6566 or Gary Stephens at (505) 438-7451.  We 
will be happy to discuss any thoughts or quandaries to you care to 
share.   Thank You! 



Summary

• APD’s
• Sundry Notices
• TA/SI
• AFMSS
• LR2000 (LRIS)
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