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What are we going to cover?

 Understand the difference between a vertical well, a 
horizontal well, and a multi-unit horizontal well

 Take a high level look at spacing orders
 Look at the traditional way of reporting OGORs and 

ONRR-2014s
 Look at the multi-unit well allocation method of reporting 

OGORs and ONRR-2014s
 Examples 
 Follow-up questions
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Vertical Well

Vertical well – a borehole that is aimed directly beneath a 
target (aimed straight down at a reservoir)
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Horizontal Well

Horizontal well – an oil or gas well drilled at an angle of at 
least eighty degrees from a vertical wellbore.  The horizontal 
well is a type of directional drilling technique.  The well will 

run parallel through the producing formation rather than 
perpendicular. 
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Vertical and Horizontal Well 
Simulation Comparison

5



Industry Compliance Accurate Revenues & Data Professionalism & Integrity

Oklahoma Historical Photo
Understanding Spacing in Oklahoma
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Spacing Order Defined

 Drilling and spacing order is issued by the State Office of the 
Oklahoma Corporation Commission and establishes a 
geographical area in which only one oil and/or gas well can 
be initially drilled and produced from the geological 
formation listed in the order.  The spacing unit communitizes 
all the royalty interest owners for the purpose of sharing.

 One well can be drilled and completed - the order will 
specify the permitted location where the spacing unit well 
may be drilled.
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Standard Sizes of Drilling 
and Spacing Units

 A vertical well can be located no closer to the spacing unit 
boundaries for the specified feet for each of the square or 
rectangular spacing units listed below:

Square Units: Rectangular Units:
640 acres    1,320 feet    320 acres       660 feet
160 acres       660 feet       80 acres       330 feet
40 acres       330 feet       20 acres       165 feet 
10 acres       165 feet

 A horizontally drilled well has different footage setback 
requirements.  For a horizontal 640 acre spacing unit, the legal 
well location may be 660 feet from the spacing unit boundary. 

 Horizontal wells are sometimes identified with an “H” in the well 
name.  
o Example:  Miller #1H-3 or Miller #1-3H 8
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What is a Multi-unit Well?

 A horizontal well in a shale reservoir where the completion 
interval of the well is located in more than one spacing unit 
formed for the same shale reservoir - the well is producing from 
the reservoir in two or more such spacing units

 In short, a multi-unit horizontal well is a well that extends through 
and produces from more than one spacing unit
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What is a Multi-unit Well?
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Reporting to ONRR: 
Traditional Reporting

 Reference data analyst will build the agreement in ONRR’s 
financial system using allocation schedule from the Decision 
Letter (contract), which should match the Serial Register 
Page allocation schedule (BLM’s LR2000)

 Production (OGOR) report reflects 100 percent of the 
production of the agreement

 Royalty (ONRR-2014) report is based on agreement 
allocation schedule for allocation of royalty-bearing volumes 
to the lease(s)
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Reporting to ONRR:
Multi-unit Well Allocation Method

 Reference data analyst will build the agreement in 
ONRR’s financial system using allocation schedule from 
the Decision Letter (contract) which should match the 
Serial Register Page allocation schedule (BLM’s LR2000)

 Production (OGOR) report is based on well allocation 
method described in the Communitization Agreement 

 Royalty (ONRR-2014) report is based on well allocation 
method and allocation schedule described in the 
Communitization Agreement
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Multi-unit Well Examples
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Down-Hole Commingled Production – CAs Stacked But In 
Different Formations

CA Adjacent To Fee Land With A Well That Crosses Out 
Of The CA - Top Hole Is In The Indian CA 

And Bottom Hole Is In Fee 

Federal Multi-unit Well CA With 
Multiple Wells 
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EXAMPLE #1
Down-Hole Commingled Production – CAs Stacked But 

In Different Formations
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Example #1 
Stacked CAs
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Plot Plan 
OKNM79555
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Example #1 
Stacked CAs
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Plot Plan 
OKNM13123
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Example #1 
Allocation Schedule
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Example #1 
Allocation Factor  
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Example #1 - Production
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Example #1
OGOR Reporting
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A02

A02

A01

A01

Gas  56.6667 + 943.3333 = 1,000

Oil  28.335 + 471.6665 = 500



Industry Compliance Accurate Revenues & Data Professionalism & Integrity

Example #1
eCommerce – OGOR-A
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Example #1
eCommerce – OGOR-A
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Example #1
ONRR-2014 Reporting
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Example #1 
eCommerce – ONRR-2014 
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EXAMPLE #2
CA Adjacent To Fee Land With A Well That Crosses Out 

Of The CA - Top Hole Is In The Indian CA 
And Bottom Hole Is In Fee 
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Example #2 
Bottom Hole Located Outside CA
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Plot Plan 
OKNM13987

617.14 Acres
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Example #2
Allocation Schedule

27



Industry Compliance Accurate Revenues & Data Professionalism & Integrity

Example #2
Allocation Factor
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Example #2 
Production
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Example #2
OGOR Reporting
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A01

A01

No Reporting

No Reporting
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Example #2
eCommerce – OGOR-A
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Example #2
ONRR-2014 Reporting
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Example #2 
eCommerce – ONRR-2014 
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EXAMPLE #3

Federal Multi-unit Well CA With 
Multiple Wells 
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Plot Plan 
OKNM121555

Example #3 
Federal CA with Multiple Wells
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Example #3 
Federal CA with Multiple Wells
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Plot Plan 
OKNM125001
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Example #3 
Allocation Schedule
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Example #3 
Allocation Factor  
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Example #3 
Allocation Factor (continued)
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Example #3
Production
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Example #3
OGOR Reporting
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Example #3
ONRR-2014 Reporting
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Caution – What if????

What happens when the product is put into 
inventory?

 Is the royalty rate for each lease within the CA 
affected by the multi-unit well production allocation 
factor?

Written examples of comments were provided but I 
have too many characters for the comments.

 If there may be three version of the CA when and 
what do I report for the OGOR and the 2014?

 How would a recoupment (Indian or Federal), be 
handled?
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THE END
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