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OIl and Gas Tidbits

1 barrel of oil =42 gallons

1 barrel of oil makes 19.3
gallons of gasoline

1 mcf of gas = 1000 cubic feet

The first successful domestic gas
well was drilled in Fredonia, NY
(27 feet deep) In 1821, 38 years
before the first oil well was drilled.



General Topics

e

x Why We Need Oil and Gas Agreements

x  Types of OIl and Gas Agreements:
x  Exploratory Unit Agreements
x Enhanced Recovery Unit Agreements
x  Communitization Agreements (CAS)
x (Gas Storage Agreements

x Indian Mineral Development Act
Agreements (IMDA)






RULE OF CAPTURE



RULE OF CAPTURE

\WWas the law of the land In the early days
of oll and gas development

Created by the Pennsylvania Supreme
Court in 1889

Created out of necessity and ignorance

Ownership of oil and gas was analogized
to ownership of groundwater and more
Importantly, wild animals




RULE OF CAPTURE

This Rule Essentially Said: =

......

Whatever oil and gas that | can
produce from my well Is mine
and It doesnot m:
comes from.



RULE OF CAPTURE
RESULT:

A race for possession by competitive
operators

Dense drilling along property lines

Rapid depletion of reservoir pressure

Loss of ultimate recovery

Environmental disaster
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Oil and Gas Mapping Symbology

Gas Well

Fee

[ Oil Well
State

Plugged and Abandoned
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RULE OF CAPTURE

WAR OF THE WELLS




Early 1930s:

Courts finally understood that they were
dealing with multiple owners of a

common oll and gas pool and that the
NRul e of Captureo he

NCorrelati ve RI ght s
many states



Correlative Rights Doctrine

Key Elements:

Deals with an opportunity to receive a
fair and equitable share of the source
of supply, not a guarantee to receive
that fair and equitable share.

An explicit part of most state
conservation regulations in the form
of pooling, unitization, spacing, or
proration.



_Unit Agreement
Concepts and Benetfits _
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Unit Agreement Concept

Key Elements:

One way to apply the
Correlative Rights Doctrine

Operation of multiple leases
as a single lease under a
single operator.




Benefits of Unit Agreements

\/ Environmental Benefits

\/ OIl and Gas Reservolr
Benefits

\/ Lease Benefits

V  Logical, Controlled
Development










Environmental Benefits:

A Fewer Well Pads
A —ewer Roads
A Less Surface Disturbance

No Unit Unit
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OIl and Gas Reservolr
Benefits of Unitization

\/  Drill wells ONLY where
needed

V' No regard for lease-lines

V' Reduce waste - higher
ultimate recovery




L ease Benefits of Unitization

A Leases can be extended for a
short time without actual
production on the lease

A Leases can be developed In a
logical sequence

A Leases get 2 year extension
upon unit termination or
contraction




Wh-at =4's BL
Responsinility?

BLM Is responsible for
administering federal unit*
agreements. This includes:

Unit Approval
Monitoring

Unit Termination



A

>\

D> D

Unitization and NEPA
Purely administrative action

EXxisting lease rights and
stipulations are unchanged

No leases or APDs issued

All subseguent actions subject
(o) \\ | =1 274N

Unit approvals are subject to
NEPA but Categorically
Excluded from further analysis



APl or State Units

- Little or no Federal acreage or Federal
participation (<15%)

- BLM has no jurisdictional or
administrative responsibilities for these
unit agreements



Unit Agreements
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Unit Agreement
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Approval Proce




