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efore a petroleum company can develop oil or gas reserves on land

Introduction

belonging to someone else, it must acquire the legal rights to ex &
drill, and produce on that land. How these rights are acquired an
whom differ from country to country. In most oil-producing natio@ ral
resources are owned by the national government, and petrolea panies
mustnegotiate with government representatives to secure s for min-
eral development. The complexity, cost, and, in some , the instability
of these arrangements can be very great. 0

This book focuses on land management i@e United States. (Ap-
pendix J treats briefly the subject of mi ng in Canada.) In the
United States, as in other countries, m f the land and mineral wealth

are publicly owned. But, in addition t

resources belonging to state and
lahd—about two-thirds of onshore
ineral rights to this privately owned

federal governments, vast amoun
. . *
territory—are privately owned.

land are also commonly o individuals. So companies that wish to

exploit domestic oil and eServes must often acquire the rights to do so

from private citizens egal instrument that both the government and

private owners nt those rights is the oil and gas lease. The term oi/

and gas lease is ic term and as used in this book also implies the terms
oil, gas, and minerals lease and oil, gas, and associated liquid bydrocarbons lease.

T 1 obligations established by an oil and gas lease differ markedly

fro é set up by an ordinary commercial lease. Because the relationship

the landowner and the oil and gas company under a lease is highly

connected—both legally and economically—regular monitoring is

\%needed to ensure that all the provisions of the lease are met. Companies have

@ responded to the complexities of the leasing relationship by hiring personnel

with more legal training than in the past; today, many of their employees

are attorneys. Private landowners, for their part, are increasingly aware of

the complexity of the arrangement and the value of their mineral resources.



They often employ specialists of their own—attorneys, accountants, financial
analysts, and estate planners—to make informed decisions about the leasing
of their mineral rights. State and federal governments, of course, use their
own specialists to assess the value of publicly owned mineral wealth.

A grasp of the basic legal issues and terms, as well as some attention to
the economic and social complexities, is essential to understanding how th
petroleum industry leases and develops mineral reservesin the United Stages:
To facilitate that understanding, related topics are grouped in se&{e'n al
chapters in this book. Chapters 1 to 3 deal with land ownership: owns
land and minerals, who may lease, and under what conditiofisaChapters 4
to 7 describe the leasing process: how oil and gas leases&uired, and
by whom. Chapters 8 and 9 discuss a number of relat ngements often
needed to exploit leased minerals effectively—operafing agreements, joint
ventures, and unitization, for example. Thege é&rangements frequently
involve the same company personnel who gé&to secure leases.

Terms that appear in italics are deﬁ@in the glossary at the end of
the book. Throughout, the worii an is used to refer to the profes-
sional in the petroleum indus%} egotiates leases with landowners

and production agreements ‘ﬂ
appears, itisintended asa

erators in the field. In spite of how it

-neutral term: Today, the profession counts
many women in its ra

professional or lan
overwhelmingly u

A\In the coming years, another term such as /and
tor may take its place, but the original term is still
in the industry today.

;&\Q
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In this chapter:

Limitations to the rights of landowners to use and disposeé\\%

their property

*

Severance of estates: surface and mineral estates& P . t I
rivate
Definitions of oil and gas lease, lessor, and les \ y

Government restrictions on oil and gas o@ons Owned La nd

Disputes between parties under an o@d gas lease
Types of land ownership in th (&ofthe oil and gas lease
Powers of fiduciaries with@zect to oil and gas leases

é\Q

he word landowner de@s a person who holds the title to a specific PRIVATE OWNERSHIP

piece of proper people think a property owner can do almost
anything with e or she owns—sell or lease it, build on it or dig
into it, plant it§ e it to anyone in a last will and testament. Many laws

federal a

theo

e laws and regulations, city ordinances might also influence

affect wh@a owner may do with his or her property, however. Besides

effs actions. Zoning ordinances, for example, might prohibitan owner

illing a well in the backyard. It would seem that a rural landowner

d have fewer restrictions than a landowner in an urban area and could
\&'explore, develop, and profit from his or her property without hindrance.
But is the rural landowner unhindered either? And does that landowner’s

Q property include anything that might be found beneath the surface of the

land as well as whatever is standing or growing on top?
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In this chapter:
* Obtaining information on leasing state lands

* Types of federal leased lands: onshore public domain &9
acquired land, Indian land, and offshore land

*
* Government agencies involved in leasing feder, s: the

Bureau of Land Management, the Bureay o ian Affairs, and
the Bureau of Ocean Energy Management

* Procedures for leasing each t%@al leased land
/

hile much of our nation's ans is located on privately owned

land, large amounts of @re to be found on state and federal lands.
(Extensive private owners ineral resources is the exception, not the
rule, among nations. &ndix] to learn about mineral ownership in
Canada.) The variou§state legislatures, aswell as the United States Congress,
have made pragisions for the leasing of some (though by no means all) of
this publicly heldMand to the petroleum industry. Chapter 1 discusses one
setof cor@s—in "Texas—under which a mineral estate severed from the

surfa e can be leased by the surface owner acting as agent for the state.

mineral-classified lands, the government and the private citizen
share the economic rewards of successful mineral development. When
government owns both surface and mineral estates, leasing might still

be possible if the appropriate procedures are carefully followed.

State and
Federal Lands

19
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In this chapter: *O

* Purpose of the land description ’%\\
* Types of land descriptions used in the United Sta @

* Metes and bounds land descriptions Q\
)

* Public Land Survey System land descrip

* Descriptions of urban subdivision%z
* Importance of having a compléte description of property
/’

ol

To be valid, a conveyance @d—by lease, by deed, or by will—must
include a legal desm'ptz'ﬂ@ e property being transferred. An adequate

description, whether i @ars in the conveying instrument or in an earlier

* Units of measurement used in land descriptions

document cited ment, should permit the tract to be identified on
the ground; it Iso distinguish the tract from neighboring properties.
In the United Statés, however, this task of describing land is somewhat com-
plicated by history. The fact that various parts of U.S. territory were acquired
from countries—gradually, and by means ranging from purchase to
t—means that there is often not a single, consistent method of iden-

g and describing land. There is no single, uniform set of measurements

or setting out the lengths, breadths, and areas of individual pieces of property.
Most landowners know the dimensions of their tracts in acres, feet, and miles,
but to obtain those measurements, some owners—particularly in the south-
western states—must convert various traditional Spanish or French units of
measurement to U.S. customary units. Many landowners will identify their
property by means of the U.S. government’s Public Land Survey Systen: (PLSS),
but some must use a considerably older method known as metes and bounds,

Land
Measurement
and Land
Description

A legal description is one
that situates the property
geographically so that it can
be located.

29



In this chapter %
* Preliminary explorations before a company attempts to \

negotiate leases

* Roles of geologists, landmen, lease brokers, and zﬂ@

early in the leasing process

Preparations

* Preliminary title checks QQ fOI‘ Leasing

¢ Sources of information for title checks

¢ Concerns of the landman and Of%@)wner in negotiating a

lease

A\

hen negotiating an oil an RQ!SC in preparation to explore for hydro- PRELIMINARY
that they must take into account a greater EXPLORATIONS

degree of business savvy rgaining power on the part of mineral interest

carbons, many opera

owners than was on ase. Whether these owners are public agencies
or private citizess, more of them are treating their mineral rights as
assets to be ra@ managed rather than as unfathomable mysteries best

ers. Private owners, for example, are organizing themselves
e the National Association of Royalty Owners (INARO) to keep up

t tax laws, plan lobbying strategies, and exchange information

managed

ing from accounting systems to the going royalty rate in the area

@1 the royalty language in a lease. Not all owners are this concerned about

&thelr minerals, of course, and some mineral owners are still unaware that they

even own mineral interests outside their home county or state. Nevertheless,

Q owners have responded to a variety of conditions—including a series of highly
publicized energy crises and a shaky national economy—by becoming better-

informed custodians of their mineral resources. The work of geologists and
geophysicists, landmen, and lease brokers in identifying and leasing oil and gas

properties has become correspondingly more sophisticated and challenging.

41



In this chapter: %
e Form leases : \r

* Elements of the lease @
¢ Preamble: the basics of the lease A@

¢ Provisions: the various “clauses” of the lease Q\

* Signature block: execution of the lease 0
* Acknowledgment: verification to mak@e lease recordable

AN

/
hile many standard lease for ing by state or geographic region

are still used today in ne @ ng a lease (table 5.1), most sophisti-
cated lessors hire attorneys to Kre addendums to attach to these standard
lease forms or draft a leas to meet their demands. Regardless of the
form, each oil and g contains several basic elements. These include
a description o conveyance of specified rights, consideration for
the rights con% nd an obligation to drill and to pay a percentage of

the product n tovthe landowner.

0 Table 5.1
\Q Types of Standard Lease Forms

& eases from state and federal agencies

@ Leases from private companies * Producers 88 leases
Q * Revised Producers 88 leases
Leases from individuals and * Landowner's leases
associations * Attorney's leases

Elements of
the Lease

LEASE FORMS

An addendum is an addition
to a completed document. It
may correct the document,
offer clarification, or add
terms to it.

55
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In this chapter: %
*
* Special provisions added to leases \\
* Acceptable variations in the execution of a lease \6

* Importance of proper acknowledgment and recarding 6fa lease

* Method of payment of bonuses: bank draftsoQ\

* Procedures for recording a lease

¢ Ratification of a lease Q

\ g

4
I\/I anylease formsare complet@‘-Qsigned withoutadditions oramend-
ments. Often, though, @ 0

that make the lease provisi re detailed and specific. For example, the

r will bargain to include some changes

pipelines and flow lines for oil or gas production are ordinarily buried
in the ground rathe set above the surface. Many leases describe the
depth at whic ﬁ

burial) as “belo w depth.” Landowners sometimes wish to amend such
them more specific. They ask that the depth be specifiedas 36

e other measurement that suits their particular circumstances.

es will be buried (upon the lessor’s request for their

phrasest
inches
also request that the topsoil be replaced after the lines are buried.
ether such changes are acceptable to the lessee will depend, in part,

the lessee’s bargaining position. If the property to be leased is highly
promising, the lessee might be willing to make a number of concessions in
the form of amendments and special clauses; a lessee who is wildcatting in
unproved country is likely to refuse such requests. The desirability of the
property is not the only factor, of course, in any final bargaining that might
occur before a lease is signed. Company policy and resources have their
effect, as does the eagerness of the landowner to lease.

Execution of
the Lease

FINAL NEGOTIATIONS

81



In this chapter:
* Examination of title in preparation for drilling ‘ \%
* Title opinions

A\
* Methods of curing title . A@
N\

* Procedures for obtaining a permit to drill R

* Examination of title to accompany divisio@ers for D Fl I I [ ng’
‘Q\Q) Producing,
A and Selling

Preparations

* Preparation of division orders

-

4

Once a landowner has sign,edqg and received a bonus, his or her
paperworkis, for the mo N mplete. Thelandowner might monitor
the situation, update files, o@ate leases on other properties, but without
access to venture capit e isn’t much that he or she can contribute to
the drilling of a well @s not the case for the landman, whose work has
often just begwa” Depending on the landman’s experience and the needs of
the companyg%nt, he or she might be called upon to arrange—in the
most preci ms—the financing of exploration and drilling. The trades,

es, and operating agreements that might be required to drill
an develop property are a complex subject in their own right and
considered together in Chapter 8. This chapter will assume that the

& ney to drill has been found. It will look at the other preliminary steps
é\, the landman might take part in, particularly the examining and curing of

titles to leased properties.

4

91



QQ’&

In this chapter:

* Reasons companies seek partnerships to explore and dev !O@

* Support agreements: dry-hole and bottomhole contri

agreements
* Farmout agreements

0
* Joint operating agreements 00

* Forms of agreements between comp

* Special provisions in joint ope&%’reements

partnerships with othe, niesfor the jointexploration of their leased
lands or for support of digir exploration efforts. At first glance, some might
wonder why a com uld spend months or even years acquiring leases

and developm% €ct, and then consider sharing its efforts with another
o

company whe

fter oil and gas leases hagNQacquired, companies commonly seek

ther company is considered a competitor. Actually, in
many casesyit the right business decision. For instance, Company A might
seek to ce 1ts risk and exposed drilling dollars by entering into a joins
agreement (JOA) with Company B, by which Company B pays a
ortionately higher percentage of well costs to casing point. After that,
e logs look good and the well is completed, Company B’s interest might
decrease, while Company A’ interest might increase. Or perhaps Company
B also has leases in the area and offers to give Company A money towards
the drilling of Company A’s well in exchange for data from wel/ logs.

Agreements
to Explore and

Develop

105



In this chapter: %
. \'
* Definitions of pooling and unitization %\

* Reasons for pooling and unitization @
* Voluntary and involuntary pooling and unitiza‘%t\*
* Legal processes for forming pooled unitssan itized fields

¢ Instruments for lease terminations

* Awareness of changing regule&&eases on public lands
VN

/
\\
*
Oil and gas leases norma ude a clause empowering the lessee to
pool or unitize the IQQ ith other leased tracts to comply with state
well-spacing regulatio-@ to conduct operations more efficiently. (See
the section on pooli unitization clauses in Chapter 5.) “Pooling” is
ok

to satisfy spacin uirements. The immediate aim of pooling is the forma-

the term usua to combining small tracts into a unit large enough

tion of a drillihg unit. Another term used in reference to the formation of a

drilli , “unitization,” generally refers to field-wide or reservoir-wide

s that are planned and carried out as if all the tracts in a field were

g@%der a single lease. Geologic structures know nothing of property

& es, and the optimum use for some technologies of reservoir exploration

\ and stimulation is on a large scale, so unitization can be crucial to long-term

@ success. The final aim of both pooling and unitization is successful, efficient

Q production. Operators hope to extract oil and gas with a minimum of waste
and in amounts that will earn steady profits.

Pooling,
Unitization, and
Release of Oil
and Gas Leases
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AAPG. See American Association of Petroleum Geologists (AAPG).

abandonment, 126
absolute ownership, 8
abstract-based opinions, 93-94, 103

abstract companies, 45,4647, 54, 103. See also abstract plants; title companies.
abstract plants, 46-47, 94. See also abstract companies; title companies.

abstracts of title, 45-46, 54, 103
accounting procedure, 100, 115, 116-117
acknowledgment

as part of lease, 61, 80

purpose of, 79, 80, 86

requirements of, 88, 96
acquired lands, 22, 23, 25, 28
acts of God, 78
addendums/addenda, 55, 79, 135
administrative law, 7
administrators and executors, 15-16
adverse possession affidavits, 96, 97-98
AFE. See authorization for expenditure (AFE).
affiant, 96-97

affidavits Q
adverse possession, 96, 97-98 &

corroborating, 97
in curing titles, 96

/
death and heirship, 96 R Q
identity, 96 \O

nonproduction, 96, 97 6

for title opinions, 94
use, occupancy, a %session, 96, 97

agencies. See feder: cies; state agencies.
agreements to e and develop
about, 105-1

eements, 110-111
rating agreements (JOAs), 113-116

mmary, 117
Alabama, 21, 35

Alaska
federal lands, 24, 136-138
land ownership, 20
leasing agency for state lands, 21
leasing in, 136-138
native lands, 25, 136-138
offshore lands, 152, 136-138

jo
O\zport agreements, 107-109
u

greements and formal contracts, 112-113
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ranking as a top oil-producing state, 133
state regulatory agency, 52

aliens (noncitizens), 24, 153

allotted land, 23, 25-26, 149

American Association of Petroleum Geologists
(AAPG), 42, 144

AMLI. See area of mutual interest (AMI).

animal protection (provision), 82, 83-84, 88

annual rental, 12, 24, 27, 49, 50, 51, 54

antitrust laws, 125

area considerations, 50-51

area of mutual interest (AMI), 112, 115, 116

Arizona, 21, 30

arm’s length transaction, 67

arpents (unit of measurement), 30-31, 39, 146, 164

assign (transfer), 24

assignees, 77

assignment clause, 61, 77

attorney-in-fact, 16, 85

attorney’s forms, 55, 59

authorization for expenditure (AFE), 115, 117

base abstracts, 47-48, 94

base line, 35, 36, 40 @
bearing of survey line, 32, 33, 39 Q
bequeath (personal property), 4 &

BIA. See Bureau of Indian Affairs (BIA). _ »

BLM. See Bureau of Land Managemen @4)

blocks and lots, 38 ¢
BOEM. See Bureau of Ocean Ener;

bonus
authorization to pay byl
Bureau of Land Maha
figures, 24,

as concern of

»ﬂgement(BOEZW).

anorlease broker, 44,49
ment (BLM) lease sales

an, 50, 54
andowner, 51, 54
of, 63, 86

of payment, 86-87, 90

paid-up leases, 70

\ rties receiving payment of, 12

’\, variations in figures from state to state, 50

bonus drafts, 87

bottomhole contribution agreements, 106-107,109,117
bound, defined, 32

boundary descriptions, Pennsylvania, 65

Bureau of Indian Affairs (BIA), 23, 25-26, 28, 145, 148,
149, 150, 151
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QCalifornia

Bureau of Land Management (BLM)
approved unit operating agreements, 125
competitive leasing, 23-24
federal lands in individual states, 137-138, 145,

150-151
form agreements, 129
as information source, 46
leases, 128-129
lease sales, 24

as mineral owner, 10 ®'

noncompetitive leasing, 24 6
onshore federal lands, 22-23, 28
SI (International System of Ug@version, 31
as source of records on I d@ ds, 26
as source of records 00& ands, 46
tribal and allotted l4nds, 2
unit and unit ope& agreements, 125
Bureau of Ocean Enerfgy Management (BOEM), 125
jurisdictigqé:ffshore lands, 22-23, 28
1 Shelf (OCS), 26-28

Outer 1
SI (In& ional System of Units) conversion, 31

@ of records on federal lands, 46
cts, 60, 67

(o’\\Q
v\‘r
N

by

Bureau of Land Management (BLM) lease sales, 24
community property, 13
foreign grants (grant-based land titles), 30, 34
leasing agency for state lands, 21, 152
leasing in, 139-143
offshore operations, 152
procedural differences in leasing, 146
ranking as a top oil-producing state, 133
state regulatory agency, 52
U.S. Public Land Survey System (PLSS), 34
Canada
accounting procedure, 116
Canadian Association of Professional Landmen
(CAPL), 155-156
CAPL 99 form lease, 114
leasing in, 155-156
mineral ownership in, 19
caption, 85
capture, 8-9
case law, 4, 7, 8, 12, 17, 146, 156
cessation of production clause, 61, 72
C.ER. See Code of Federal Regulations (C.ER.).
chain of title, 92, 96, 97, 103, 140
chains (unit of measurement), 30, 39, 161-163
civil law, 4, 146
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clerk of court for the parish (source of public records
in Louisiana), 47

cloud on title, 96, 103, 126

Code of Federal Regulations (C.FR.), 23, 26,28, 128-129,
153,154
Colorado, 21, 30, 52, 133, 151
commencement of drilling, 70
commercial/paying quantities, 66
common/case law, 4, 7, 8,12, 17, 146, 156
community property, 13
compensatory royalty payments, 82, 83
competitive leasing, 23-24
complete/base abstracts, 46-47, 48, 94
compulsory/involuntary unitization, 123, 125, 128
confidential terms, 62, 63, 86, 90, 139
Congressional townships, 35-37, 40
conservation laws, 8, 9, 100, 106, 120
consideration, 55, 61, 70, 76, 80, 125, 135
bonus as consideration, 50, 62
confidentiality of bonus, 63
defined, 62
nominal, 62
as requirement of contract, 62, 79
serious, 62
types of, 62
constitutional law, 7
continuous drilling clause, 61, 72
contract area, 113, 115, 116

controlling date, 60 Q’
co-owners/cotenants, 12-13, 17 @ , 90

co-ownership/cotenancy, 12—%
COPAS. See Council of Petio Accountants Societies,

Inc. (COPAS). @
correlative rights, 9,
corroborating@% 97

119115, 123
-ownership, 12-13, 17
-owners, 12-13, 17, 61, 88, 90
il of Petroleum Accountants Societies, Inc.
AS), 116
nty clerk’s office, 26, 45, 47, 54

coverall clause/Mother Hubbard clause, 61, 65

curing titles
affidavits used in, 96-98
documents other than affidavits used in, 98-99
of leased properties, 91
methods of, 103
after title examination, 94

cost recove

O

well permit application after titles have been
cured, 100

damage, 11, 25, 53, 76, 80, 134, 148
damage clause, 61, 76
date

controlling date, 60

effective date, 60, 61, 63, 71, 80 (b’s'
date of acknowledgment, 60, 61 %

date of execution, 60, 61, 80

date of recordation, 60 ‘ ‘b

undated leases, 60
day-after-sale offer, 24 x
death and heirship affidavits, 96
deeds of trust, 98%
deep wells, 5 3,%

defects intitles~See curing titles.
delay re use, 61, 70, 71
dela n&&t 5,62, 66,70,72,77,92,97, 122,126, 129,

¢ Aity (well), 43, 51, 53, 54,72, 120, 128

partment of the Interior (DOI), 22-23, 25, 128,
138,152
depth limitations, 65
descent and distribution laws, 15
description (legal)
about, 29-30

importance of completeness, 39
methods of, 32-38
determinable fee, 4
development agreements, types, 106
development/continuous drilling clause, 72
devise (real property), 4, 5, 62
disclaimers, 98-99
division orders
in California, 140
defined, 92, 100
execution of, 100-102
paying process, 104
purpose of, 102, 104
revocability/revocation provision, 102
sample, 101
signing of, 102
division order (title) opinions, 92-93, 100, 103
DOIL. See Department of the Interior (DOI).
domestic animals, 82, 84, 88
draft payments, 62, 87, 90
drilling and delay rental clause, 61, 70
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drilling and spacing unit (DSU)/proration unit, 113,
117,120-121, 123, 128

drilling/well permit, 12, 100, 103

drill or pay, 70

drill site opinion, 92-93, 103

dry-hole clause, 61, 72

dry-hole contribution agreements, 106-108

DSU. See drilling and spacing unit (DSU)/proration unit.

EEZ. See exclusive economic zone (EEZ).
effective date, 60, 61, 63, 71, 80

elements of a lease. See lease elements; special terms and
provisions.
encumbrances, 93, 100, 103, 146
English
origins of American law, 8, 14
units of measurement (in land descriptions),
30-31, 39
entailed (property), 4
Environmental Protection Agency (EPA), 10
equipment installation/placement, 11, 82, 88
estates, 4-5
European units of measurement (in land descriptio%
30-31
examination of title, 44, 54, 92-95. See also iy
title checks. K
title examiners, 92 V4
title opinions, 92-95
exclusive economic zone (EEZ), 7,\@
exclusive rights, 5, 8, 12, 62

execution of lease, 85, 88 &
acknowledgment, 8 @
date of, 60, 61, 80%_‘
recording of executed lease, 86-87
variations in p execution, 85-86

inistrators, 15-16
exploratio ,23,42,49, 50,53, 66

explor@b greements, 105-117
of, 106

ation costs, 106, 111, 113, 117

executors an

’@ploration rights, 1, 5, 8, 11, 62, 111

Q@

Exxon Corp v. Middleton, 102

Fagg v. Texas Co., 59
farmee, 106, 110, 111
farmor, 106, 110
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farmout agreements, 106-107, 110-113, 117
defined, 106, 107, 110, 117
forms of, 112
federal agencies, 10, 26,45, 46, 55,79, 128, 152. See also
Burean of Indian Affairs(BIA); Burean of Land Management
(BLM); Bureau of Ocean Energy Management (BOEM);
Environmental Protection Agency (EPA).

federallands, 10,20, 126, 128, 129, 135. See als ugu

;QQ

of Indian Affairs (BIA); Bureau of Land M, ent
(BLM); Bureau of Ocean Energy Management M).
about, 22
acquired lands, 25, 28

in Alaska, 136-137 ~\ib'
competitive leasing, 23— 4@
federal offshore lands,&— 4
Indian lands, 25-26£28

lease forms, 56

leasing authoritiesMeort, 23
in Louisia
managerﬁr&f,;ZZ

in Ne co, 148-148
no etitive leasing, 24-25, 28
e lands, 26-28
lic domain lands, 23-24, 28
itization of, 125
deral Onshore Oil and Gas Leasing Reform Act of
1987, 23
Federal Register, 128, 153, 154
federal regulations, 25, 26, 43, 112, 125, 126, 128
fee, 4, 14
fee in surface, 5
fee simple, 4, 5, 8, 11, 17
fee tail, 4
fiduciaries, 15, 18
fief, 4
final negotiations
about, 81
special terms and provisions, 81-84
Final Notice of Sale (FNOS), 27
financing exploration and drilling, 91
five-day draft, 87
Five Year Program, 26-27
Florida
foreign grants (grant-based titles), 30
jurisdiction over submerged coastal lands, 26, 152
leasing agency for state lands, 21
U.S. Public Land Survey System (PLSS), 35
FNOS. See Final Notice of Sale (FNOS).

forced/involuntary pooling, 13, 122-123, 128

forced pooling laws, 123
force majeure clause, 61, 78
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force majeure provision, 112
foreign grants (grant-based land titles), 30

form leases. See also standard leases.
AAPL Form 610 Model Form Operating Agreement-
1956, 114
AAPL Form 610-1989 Model Form Operating
Agreement, 114
about, 55, 79
attorney’s forms, 59, 81
Bath forms, 56
farmout agreement forms, 112
landowner’s forms, 59, 81
model forms, 114
from private companies, 56, 80
Producers 88, 56-58, 80
state and federal, 56, 80
"Texas form lease sample, 6
types of, 55, 80
frac fluids, 84
fractional interests, 64-65, 140
fracturing, 10, 78, 106, 107, 140
free gas, 82, 83, 88
Freestone riders, 82-83, 122

French units of measurement (in land descriptions),
29-31, 39, 146, 164

O
gas royalties, 67 /&
General Land Office. See Texas G’m@i Office (GLO).
general warranty clause, 78
geologists and geophysicis 2,49, 53
GLO. See Texas Genem@oﬁm (GLO).
GOM. See Gulf of OM).
good title, 44, 92, =104. See also marketable title.
grant-based la@es (foreign grants), 30
grantees, 60, 103
grantin ’j& 61, 62-64, 80
7, 60

gra@
v. Robinson, 14

rdlans 15,16, 18
\'&GulfofMemco (GOM), 27, 135, 147, 152

gas marketing, 67
gas purchase, 83

habendum clause, 61, 66
hectares, 31, 165
helium, 60, 64
homestead property, 13

horizontal drilling, 106

horizontal Pugh clause, 83. See also Pugh clause.
hydraulic fracturing, 106. See also fracturing. . \Q
identity affidavits, 96 6
implied rights/covenants/obligations, 62-63, 8
Indian lands, 22, 23, 25-26, 28, 144, 148, 1
initial well, 111-113 (b,
international law, 7, 152

International System (SI) of Unitg&% 65. See also

metric system.
Interstate Oil Compact r@s ion, 120
intestacy, 15
involuntary/compul& unitization, 123, 125, 128
i

involuntary/force ng, 13,122-123, 128

g

g agreements (JOAs)

joint o
0 AAPL Joint Operating Agreement
helf), 114

007 810 AAPL Joint Operating Agreement
(Deepwater), 114

QQ cost sharing, 111, 113, 117

farmout agreements, 111

model forms, 114

pooling agreement, 122, 123

reasons for, 105-107, 117

special provisions, 115-116
joint tenancy (with a right of survivorship), 12
judicial determination of ownership, 17
judicial transfer, 17

Kansas, 21, 52, 83, 133, 144, 151

land department, 43, 100
land description, 39, 64. See also description (legal).
landman
authority of, 49, 54
compared to lease broker, 44
concerns of, 49-50
gender-neutral term, 2
responsibilities of, 43, 44-48, 87, 90, 91, 92, 94,
96-99, 103, 106, 113
role in negotiations with landowner, 49-51
title checks, 54

land measurement and land description
about, 29-30
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description completeness, 39 Mother Hubbard clause/coverall clause, 61, 65
methods of description, 32-38 parties’ names, 60-61
units of measurement, 30-31 pooling and unitization clause, 61, 72-75

land negotiator, 2 proportionate reduction clause, 61, 65, 78

landowners provisions, 59, 61, 79, 80 06

summary, 39-40 preamble, 61, 80 ;\\'Q

as agents of the state, 14, 18 royalty clause, 61, 67-68
cotenants, 1213, 17 shut-in royalty clause, 61, 69 ?N
defined, 3 signature block, 61 \
gas marketing by, 67 signature of lessor, 61, 79 %,
as information source, 45, 48, 54 surrender clause, 61, 76
lessors, 11, 17 title, 60, 61, 63, 80 &
life tenants and remaindermen, 12, 17 unitization clause, 61, 72-75 ‘b
married persons, 13, 17 warranty clause, 61, 65, 78 +
mineral owners, 11 lease forms. See form lease @
representatives of mineral owners, 15-17, 18 leasehold, 62 &
rights of, 11, 17 lease memorandum/méMo, 86, 90, 140, 142-143
surface owners, 11 Lease Sale Notice, 2
types of estates they own, 11-13, 17 leasing authoritigs\for federal lands, 23
unqualified, 5, 17 leasin « X
, g prep
landowner’ forms, 59 preli éﬁxplorations, 41-44
land professional, 2 pr 1 ry negotjations, 49-53
laws of descent and distribution, 15 inary title checks, 44-48
lease. See also form leases. \[ mary, 49, 53-54
compared to other commercial leases, 1 @a description
defined, 1 0 about, 29-30
release of, 76, 77, 97, 99, 126-129 importance of completeness, 39
right of landowner to execute, 11 @ methods of, 32-38
“standard” forms, 5, 59 Q legal effect clause, 61, 79
lease brokers legal guardians, 15, 16, 18
compared to landmen, 44, 53-54 4 legal person, 16
responsibilities of, 44, 49, 50, 53-5459%; 139 lessee
Jease elements . advice for, 12, 16, 17, 20, 23, 24, 25, 56, 60
acknowledgment, 61, 79, 80, Xs, 96 defined, 17, 60
assignment clause, 61, 77 obligations of, 11, 12, 61, 62, 66, 76
cessation of producti e, 61,72 rights of, 11, 12, 62, 77
consideration, 55, 61,%0;76, 80, 125, 135 lesser interest clause, 65
continuous driflt se, 61, 72 lessor
damage clauseN§ L#76 advice for, 60
date’ 607 6 3a 17 80 deﬁned, 11, 17, 60
define obligations of, 62
dela clause, 61, 70, 71 rights of, 62
N on (legal), 29-30, 32-38, 39 lessor’s signature, 61, 79
g and delay rental clause, 61, 70 letter agreements and formal contracts (for
hole clause, 61, 72 farmouts), 112-113

QQ}

effective date, 60, 61, 63, 71, 80
force majeure clause, 61, 78
granting clause, 61, 62-64, 80

liability, 112
life tenants, 12, 17

habendum clause, 61, 66 links (unit of measurement), 30, 39, 161
lease forms. See form leases. liquidated damages, 112

legal description, 29-30, 32-38, 39 Louisiana

legal effect clause, 61, 79 arpents (as unit of measurement), 31, 164
lessor’s signature, 61, 79 Bath forms, 56
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civil law, 4

clerk of court for the parish (as source for public
records), 47

division orders, 102

forced pooling, 123

foreign grants (grant-based land titles), 30

jurisdiction over submerged coastal lands, 152

lease (Bath) forms, 56

leasing agency for state, 21

leasing in, 146-147

legal documents in, 47

marital status, 60

Napoleonic Code, 4

ranking as a top oil-producing state, 133

royalty payments, 51

rule of capture, 8

serious consideration, 62

state regulatory agency, 52

varas (as unit of measurement), 31

Louisiana Revised Statute 30:10, 123

marital property ownership, 13
marketable title, 92, 103-104. See also good title.
market value clause, 82-83

married persons, 13, 17, 85, 96
memorandum/memo of oil and gas lease, 86, 9 ,
142-143 ¢ Q()@

meridians, 35-36, 39, 40 &
mete, defined, 32 V4
metes and bounds Q

example of, 33 ’\O

method of, 29, 32, 39 %

natural objects, 34

in South and South , 54
methods of descripti

history of,

metes and s, 32-34

urban ivisions, 38

U.S ic Land Survey System (PLSS), 35-38
met 3@, 65, 165

@system, 31. See also International System (SI)

nits.
\’Siexico, 14,30, 134

QQ}

“mineral,” as ambiguous term, 60

mineral-classified (lands), 14, 18, 19, 23, 59, 135
mineral estate, 5,7,10,11,17,19,23,47,53, 64,146,148
mineral leasing, types of law affecting, 7

Mineral Leasing Act for Acquired Lands, 25

Mineral Leasing Act of 1920, 23, 125

mineral owners, 11,17, 83, 85,100, 104,120, 123,128,
129, 158. See also representatives of mineral owners.

mineral ownership
Bureau of Land Management (BLM), 10
in Canada, 155-156
limitations on, 3-5, 7-10, 17
rights to, 5-6

in Texas, 8-9, 14, 18, 19, 134-135 ?*
theories of, 8 \

minerals in place, 8 %.
Mississippi, 21, 35, 146 6
ks

model forms, 114, 117

Montana, 21, 26

mortgages/mortgage in L‘@l , 48, 98-99
Mother Hubbard claueKQverall clause, 61, 64-65

Napoleonic 69
National &ion of Royalty Owners (NARO), 41
natio % 5,22,25,28, 137
Nag Krnericans, 25. See also Indian lands.
ations. See also preliminary negotiations.

final, 81-84
for special provisions, 88

Nevada, 21, 30

New Mexico
Bureau of Land Management (BLM), 23
federal lands, 23
foreign grants (grant-based land titles), 30
leasing agency for state lands, 21
leasing in, 148-149
ranking as a top oil-producing state, 133
state regulatory agency, 52
nonabsolute ownership, 8
noncompetitive leasing, 23-24
nonexecutive royalty owners, 122
nonjoining co-owners, 13
nonownership in place, 8
nonparticipating royalty owners, 75, 122
nonproduction affidavits, 96, 97
notary public, 61, 79-80, 86, 88, 96
notice
of public lease sales, 24, 26-27, 153

in public records, 86, 88, 90
of regulations, 20, 128

OCC. See Oklaboma Corporation Commission (OCC).
OCS. See Outer Continental Shelf (OCS).
offset wells, 72, 82, 83, 88
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offshore lands

Bureau of Ocean Energy Management (BOEM),

22,23,26-28
federal jurisdiction, 22-23, 26
leasing of, 26-28, 152-154

Outer Continental Shelf Lands Act of 1953,

26-27
Outer Continental Shelf (OCS), 26, 28

in ranking with top oil-producing states, 133

state jurisdiction, 26
Ohio, 21, 35
oil and gas lease. See lease.

oil and gas lease form. See form leases.

oil, gas, and associated liquid hydrocarbons lease, 1

oil, gas, and mineral lease, 1

Oklahoma
damage to surface estate, 11
federal lands, 23
Indian lands, 26
leasing agency for state lands, 21
leasing in, 144-145
Producers 88, 56
ranking as a top oil-producing state, 133
regulations in, 9, 43
reservations in, 26
rule of capture, 8
state regulatory agency, 52

Oklahoma Corporation Commission (OCC)%
125, 136.

onshore public domain lands, 22, 23-26, 28 |

See also Bureau of Indian Affairs (BIA);@(W of Land

Management (BLM). " O
operation rights, 11 \
Outer Continental Shelf La
Outer Continental Shelf (

overproduction, 8, 120
overriding royalc@kie' s, 111, 157160
SO

wately owned land.

, 26, 28,152

ownership. See al

of i s. See mineral ownership.
ore lands, 26-27, 28
state lands, 1, 20-21, 28

of feder@g, 1,22-28
ofIndi? nds, 25-26, 28

\'&nership in place, 8
<

paid-up lease, 66, 70

patenting, 14
paying/commercial quantities, 66
payments in cash, 62
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%of 1953, 26

payments in kind, 62

payout, 111

Pennsylvania, 21, 60, 65, 144, 155

per-acre bonus, 27

permit form, 100

permit (well/drilling), 12, 100, 103

persons acting under powers of attorney, 15, 16,

place/point of beginning (POB), 32-33, 39 \

plat, 30, 33, 37
plat map approval, 82
plugging and abandonment, 82, 84, 1

POB. See place/point of beginnin .
point/place of beginning é -33,39
pooled units, 75, 120, 2&

pooling

about, 119-122

compared to upitization, 119, 123

forced/ ntary, 123
procédures to form a pooled unit, 122, 123
volubigary, 120-122

p agreement, 122
ing and unitization clause, 73-74
oling clause, 72-75, 120
power of attorney, 16, 18
preamble, 61, 80
preliminary negotiations
about, 49
area considerations, 50-51
bonus, rental, and royalty, 49-53
landman concerns, 49-50
landowner concerns, 51-53
offer evaluation, 51-53
primary term length, 49-51, 54
tract size and spacing, 51-53
summary, 49, 54
preliminary title checks
abstract companies, 46-47
county clerk offices, 47
information sources, 45
landowners, 48
purpose of, 44
state and federal agencies, 46
title companies, 4647
preparations for drilling, producing, and selling
about, 91
curing titles, 96-99
examining titles, 92-93
executing division orders, 100-102
permitting and drilling, 100
summary, 103-104
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primary term
in Bureau of Ocean Energy Management
(BOEM) bids, 27
defined, 24, 49, 66
in delay rental clauses, 71
in habendum clause, 66
length of, 49-51, 54
in paid-up leases, 70
principal meridian, 35, 36
private company lease forms, 55
Producers 88, 56
Producers 88 lease form sample, 57-58
Producers 88, revised versions, 56, 59
private law, 7
private leases, 62, 125
privately owned land, 3-18
in Alaska, 20
economic constraints, 10
landowners and types of estates they own, 11-13,17
landowners as agents of the state, 14, 17
lease filing, 87
legal limitations, 3, 7-10
limitations on mineral ownership, 4, 7-10
ownership types, 4
private ownership, 3-18
representatives of mineral owners, 15-17, 18
rights to mineral ownership, 5
types of ownership, 4
unitization, 124-125
Producers 88, 55-59, 79

Producers 88 lease form sample, 57—

Producers 88, revised VCI‘SiOI‘lS,’ 55,
proportionate reduction claus
proposals (well), 115 %
prorationing, 120, 128, 4
proration unit, 120. o drilling and spacing unit

(DSU)/prorati
prospect area, . See also contract area.

53,106
e lease elements; special terms and

prospects,
provisi
provisio
\l@iomain lands. See federal lands.

&

leasing authorities for, 22

c lands. See also federal lands; state lands.

é\' unitization of, 125, 129
Q Public Land Survey System (PLSS), 29, 35-38, 39, 40
public records, 16, 46-47, 54, 60, 79, 80, 86, 87, 90
Pugh clause, 75, 82-83, 88, 122, 135

quitclaims, 98-99, 103

ranges, 35-36, 39

ratification, 13, 88-90, 98, 99, 122, 125
ratify, defined, 12 . Q
recordation, 60, 87. See also recording. )\'\
recordation stamp, 87

recording, 16, 86-88

recovery methods, 63, 75, 124, 144 ?\
release clause, 76 \

release (of lease), 76, 77, 97, 126-129 %
Relinquishment Act, 14 6
relinquishment (document), 126@

remainderman, 12, 17
rental, 12, 24, 27, 49, 50¢ {34
rental receipts, 98

representatives of ral owners
attorneys-in- 15,16
executors and administrators, 15-16
fiduci
gu , 15,16
off§ acting under powers of attorney, 15, 16

esentatives of unknown or missing heirs, 15, 17

¢ Atrustees, 15,16

\presentatives of unknown or missing heirs, 15, 17

0(\

Republic of Texas, 14

reservations, 26

Restricted Joint Bidders (list), 27

revocation provision, 102

right(s)

to benefit from land, 5, 8

to bequeath property, 4

to build roads, 11

to convey land, 5

to devise property, 4

to enter property, 5, 11, 63

to explore, 1, 5, 8, 11, 62, 111

implied, 63

to install equipment, 11

to lease land, 5, 7, 11, 16

of life tenant to possess and use property, 12

of mineral-classified landowner, 14, 135

of mineral ownership, 1, 5, 14, 23

to minerals in Canada, 155

to minerals in Louisiana, 146

to produce, 5, 62

of remainderman to come into possession of
property, 12

to sever an estate, 5

of survivorship, 12

to water, 83

rods (unit of measurement), 30, 39, 161, 163
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royalties/royalty payments, 43, 50-51, 62, 67. See also
compensatory royalty payments; overridingroyalty/royalties.
calculating, 158-159
defined, 11, 67, 157
in Louisiana, 146
under pooling and unitization, 72, 75, 120, 122

royalty clause, 61, 67-68
royalty owners. See also nonparticipating royalty
owners.
division orders, 100-102, 104
National Association of Royalty Owners
(NARO), 125
obligations of, 75
payments to, 69, 104
pooling and unitization, 120, 122, 124-125, 128
signatures of, 124

rule of capture, 8-9
runsheet, 44, 54, 94-95, 103

secondary recovery operations, 124. See recovery
methods.

secondary term, 66, 72

Secretary of the Interior, 25-27, 136, 153
seismic studies, 28, 42, 53, 116, 144
serious consideration, 62

sever (an estate), 5, 11, 17

shale plays, 50, 106 &Q
shut-in payments/royalties, 69

shut-in royalty clause, 61, 69 Q’

sight draft, 87 . O

signature block, 61, 80 6\

signatures

captions to accompany@Q
conventions regardi , 85
of cotenants, %

of lessee, 61

of lessor, 6%,79, 85, 86
of nota 6
of ownets for pooling and unitization, 122, 124

f entatives, 85
uses, 13, 17
ternational System of Units) conversion, 31

Qe reclamation and well plugging, 64, 82, 84, 88, 126

site restoration, 64, 82, 84, 88, 126

spacing (well). See well spacing. See also drilling and
spacing unit (DSU)/proration unit.

Spain, 14, 30, 134

Spanish units of measurement (in land descriptions),
29-31
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special terms and provisions
accounting procedure, 115, 116
animal protection, 82, 83-84
area of mutual interest (AMI), 112, 115, 116
authorization for expenditure (AFE), 115, 117
compensatory royalty payments, 82, 83
equipment placement, 82
free gas and gas purchase, 82, 83
market value clause, 82, 83
negotiations for, 81, 88

offset wells, 82, 83 %

plat map approval, 82 6

proposals (well), 115, 117 ‘ ‘b’

(O’QQ
v\‘r
N

Pugh clause, 82, 83

site reclamation, 82, 8

water, 82, 83-84

well plugging, 82,
special warranty cla Q

standard leases, 59, 54, 61, 70, 75, 79, 155. See
also form le

stand-up pinions, 93-94, 103
state a ieS. See also Texas Railroad Commission (TRC
Oklaboma Corporation Commission (OCC).

or
\ mits from, 100, 103

esponsibility to lease state lands, 20-21, 28, 152

*
QQ responsibility to regulate mineral production, 8,

9,10,17, 120, 128, 144

rules and regulations, 7, 9, 10, 43, 51, 113, 122,
125,128

as sources of information, 42, 45-46, 52

state lands, 19-21, 28, 125, 137, 141, 148, 150, 152
statute of frauds, 45

statute/statutory law, 4, 7, 17, 146

statutory pooling laws, 123

subdivided section, 36-38

subdivisions, 38-40

subordination, 98, 99

substitute well, 109, 111

sulfur, 60, 64, 67

support agreements
about, 107
bottomhole contribution agreements, 106,109,117
dry-hole contribution agreements, 106, 108, 117

surface estate, 5, 11, 17, 19, 135, 137, 146, 148
surface owners, 11, 14, 17, 18, 19, 43, 53, 76, 83, 148
surrender clause, 61, 76

surrender (document), 61, 76, 126, 129

takeoff, 46, 94
tax certificates, 47, 94, 98
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tax partnership provisions, 112 checking, 44-48, 49, 53-54, 139-140
tax payment proof, 47, 94, 98 curing, 96-99, 103
tax receipts, 47, 94, 98 examining, 92-95, 103-104

tenancy by the entirety, 12-13 insurance, 139 )\\'Q

title companies, 45-47, 139-140. See also abstract

companies; abstract plants. 06
title examiners, 46, 92-94, 100, 103-104
title opinions Q

tenancy in common, 12
term. See primary term; secondary term; terminology.
term clause, 66

termination (of lease), 67, 71, 76, 97, 126, 129, 146 about. 92-93

terminology abstract-based (title) opinions, 94
“fee,”4 . division order title opinions, 92, % 104
of granting clause, 62 drill site title opinions, 92, IO}b'
“Indian lands,” 25 sample form, 93
“landman” as gender-neutral term, 2 stand-up (title) opinions
leg?l, 4 : townships. See also Co&ﬂ al townships.
“mineral” as ambiguous term, 60 colonial, 32, 35
oil and gas lease, defined, 1 (tiers), 35- 36

“standard” forms, 5, 59

statute of frauds, 45 tribal llaénd 23,
"Texas. See also Texas General Land Office (GLO); Texas trust, 2

Railroad Commission (TRC or RRC). trustees
absolute ownership, 8 types ffectlng mineral leasing, 7
adverse possession claims, 98
conservation laws, 8 ¢
delay rental payments, 70 &it agreements, 123-125
designated units, 122 United Nations Convention on the Law of the Sea, 7
division orders, 102 United States (U.S.) Code, 25,153, 154
foreign grants (grant-based land titles), 30 defined, 25
form oil and gas lease, 6 Q unitization
hlStOI‘y of mineral productlon i, 8- & about, 1 19_120, 12 3_124’ 128
. 1.34_ . of Bureau of Land Management (BLM) lands,
jurisdiction over submerged coa@gnds, 26 125, 128

leas%ng agency for federal Ian compared to pooling, 119, 123
leasing agency for state la compulsory/statutory, 123, 125, 128

leasing in, 134-135 ) defined, 75, 119, 128

metes and bounds la C@I‘IPUOHS, 34 of federal and state lands, 125
mineral—classiﬁed%es 4,18 habendum clause. 75

mineral ownersh ories, 8 pooling and unitization clause, 61, 72-75
ranking as ilkproducing state, 133 of private lands, 124-125

Relinquish Act, 14 state regulatory agency approval of, 125

royal ents, 51 unitization clause, 61, 72-75

rule egulations, 20, 53, 120 voluntary, 123, 124-125, 128

Spani$h units of measurement (in land descriptions .
( p ), unitization clause, 61, 72-75

=31
@s General Land Office (GLO), 14, 20, 21, 56, unitized field, 124, 128
5,152 unit operating agreement, 124-125
’\, Texas Railroad Commission (TRC or RRC), 9, 43, units of measurement (in land descriptions), 30-31
@ 52,53, 144 unqualified landowner, 5, 17
Q Texas Register, 20 urban subdivisions, 38, 40
Texas Trust Act, 16 U.S. Department of the Interior (DOI). See Department
title. See also good title; lease elements (title); marketable of the Interior (DOI).
title; preliminary title checks. use, occupancy, and possession affidavits, 96, 97

about, 3, 5, 8, 39, 78, 86, 100, 102, 136, 148 U.S. public lands, leasing authorities, 22
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U.S. Public Land Survey System. See Public Land
Survey System (PLSS).
Utah, 21, 30

varas (unit of measurement), 30-31, 39, 161, 163-164
vertical Pugh clause, 83. See also Pugh clause.
Veterans Land Board, 20

voluntary pooling, 120-122, 128

warranty clause(s), 61, 65, 78

water rights, 83-84

water wells, 83

well density, 43, 51, 53, 54, 72, 120, 128
well/drilling permit, 12, 100, 103

well logs, 42, 105

well plugging, 82, 84, 88, 111, 113, 126, 129

208

well proposals, 115
well spacing. See also drilling and spacing unit (DSU)/
provation unit.
about, 43, 51, 53, 54, 72, 100, 119
compared to well density, 51
defined, 7, 51
history, 9, 120, 144, 155
West Virginia, 8-9, 21
working interest, 100, 110-111, 115, 157—1?&\,
working interest owners, 100, 104, 110, 115,446,
122, 124

Wyoming %’
federal lands, 23 ““
leasing agency for state n@

leasing in, 150-151
ranking as a top oil
reservations, 26

state regulatwgency, 52
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