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Proposed Units in Saskatchewan


Proposed Units in Saskatchewan
The Saskatchewan Ministry of the Economy (ECON) enters into unit agreements on behalf of the Province of Saskatchewan pursuant to section 18 of The Crown Minerals Act.  ECON must ensure a proposed unit is equitable and fair, having minimal impact on adjacent non-unit lands.  For a proposed unit containing Crown and freehold mineral interests, it is critical for ECON to verify the tract participation values assigned to Crown lands.  For a unit to be considered by ECON, there must be diverse ownership, either at the lessee or at the lessor level.  If the Crown is the only lessor and all the lands are held by one lessee (or working interest) or group of lessees having the same proportional interests, ECON would be hesitant to participate in a unit since it would be deemed unnecessary.  ECON prefers to enter into unit agreements where the reservoir has been adequately developed on primary production and plans for enhanced recovery schemes are necessary to recover remaining reserves.  

ECON reviews a proposed unit with the following principles in mind: 

1. All lands within a unit must be considered to be productive. Non-productive freehold lands would dilute the Crown's interest, and non-productive Crown lands would remain leased and committed to the unit, contrary to ECON’s land tenure policies. 

2. The unit area should cover an entire pool. Oil pools and their associated gas caps should be jointly unitized. Where this is not possible, care should be exercised to ensure that no "windows" are created within the unit and that the owners of any adjacent non-unit lands, which could be adversely affected, are offered participation in the unit.  Normally, for unitization to proceed, ECON will require correspondence confirming that the aforementioned owners decline participation in the unit. 

3. The basis for determining tract factors, particularly in a unit containing both Crown and freehold lands, must be equitable and technically justifiable. Equitable tract factors are typically based upon a combination of two or three factors such as hydrocarbon pore volume, remaining recoverable reserves and productivity. A formula that heavily penalizes undrilled lands is not acceptable to ECON as a basis for tract participation. Lands undrilled at the time the unit is established may be drilled later, but these lands will always retain a reduced tract factor.  Using surface acreage for determining tract factors is not acceptable unless there is no valid technical basis.  In addition, no lands shall be allocated a tract factor of zero. 

4. The unit should be comprised of complete spacing units for the unitized substance(s). When a unit contains oil and a gas cap it may not be necessary to include gas spacing units throughout the entire unit area, but full sections should be included in the gas cap area as well as for any wells that will later be used to blow down the gas cap. 
5. The productive horizontal section of a horizontal well cannot cross a unit boundary and the pooling of unit and non-unit lands is not permitted.  This should be taken into consideration when planning the unit area.    

6. All Crown leases to be included in the unit must hold the appropriate rights and be in good standing.  Lessees should monitor their leases to ensure potential expiries are dealt with while unit negotiations are proceeding.  

7. If the unit is being formed to implement a waterflood, gas cycling scheme, gas storage scheme or any other enhanced recovery project that requires approval from ECON, the unit must contain all of the lands included in the approval.

Submission of Documents

The unit proposal and supporting technical data should be filed electronically via the Ministry of Economy’s Integrated Resource Information System (IRIS) at www.saskatchewan.ca/IRIS.   The unit proposal shall contain the following, where possible:

1. Geological mapping of the pool, superimposed on the unit outline, together with the parameters on which it was based. This should include structural mapping and net pay and/or hydrocarbon pore volume mapping. 

2. Structural and/or stratigraphic cross-sections to support the mapping, showing gas/oil/water contacts if possible. 

3. Development plans for the unit (i.e. secondary or tertiary recovery schemes).  If an application was submitted to or approved by ECON for a secondary or tertiary recovery scheme within the proposed unit boundaries, please indicate the date that the application was submitted or approved, and if approved, please include the Minister’s Order number. 

4. Detailed information on the method used to calculate the tract factors. Tables, formulae and calculations must be included, as well as any background material (e.g. core analyses, flow tests) used to determine value, and explanations for any assumptions made and used in the process. It is critical to explain in detail the method for calculating tract factors in order to avoid unnecessary delays.

5. Complete set of well data for any confidential wells: logs, drill stem tests, completion report, and flow tests (i.e. AOF tests, initial production tests, etc.). 

6. Pressure surveys, material balance calculations, and any other reservoir information that supports the size and continuity of the reservoir, or the productivity of the unit lands. 

7. Seismic support (mapping and interpreted lines), if applicable. All relevant lines that support the mapping should be included, not just one or two examples. 

8. Correspondence confirming that owners, with mapped pay not included in the unit (e.g. windows, peripheral tracts), decline participation in the unit.

9. A draft Unit Agreement.
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