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The geologist is actually the inventor of the well. The'gealogist
reviews maps, seismic and {opographic information along with other
technical data to determine if your land or minerals have the
potential to produce oil, gas or other hydrocarbons. Geologists
usually work for compames to develop prospects. The ¢ company that
the geologrsts work for, is commonly known as the operator. A
* prospect can be small (encompassmg (] pomon of a section) or large
(encompassmg several sectrons) W e e e

L H

B Land.-' ._ S
The operator then mstmc;s a landman to determine the qwnershrp
underlymg ;he prospect.- .« The landman goes. 0. the, County
Coprthouse in'‘Which the prospect is located and performs 8 record
" check. 'Ihelandman begms at statehood, with a pateny; and reviews
all conveyances -affecting:the land. This includes. not only the

mineral ownerslup, but the surface owrmslup and any Jeasehold

owncrshlp on the property. Upon completron of the record check, the
operatar instructs the landman to negotiate the purchase of oif and
gas leasc.s with the mineral owRers. s s § i

. After ;be Jeases have been secured in the prospect, the operator then
.. may need ;p {ﬂe 8 spacing ‘application ' with -the. Oklahoma
Cqmmrssror; {0CC).-- Spacing simply defines. the -

Corpom
formatro (hat they propose to drill and develop;; and defines the

‘”2

| size oj lh; unit.’ Unit sizes vary from 2. 50 acres (very shallow oil

“wells) {0 640.00 acres (deeper gas wells). - A Ty

RN+
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Another application the operajor may have to file with the Oklahoma
Corporatxon Commission is a pooling application. Pooling allows
the operafor 1o proceed with the drilling of a well even if leases are
not granted’ by all mineral owners. The pooling application will
name all parties who are unlocatable, unagreeable, or owners with
questionable title. If you have already granted an oil & gas lease,
you will not be nam@d in this applxcatlon. However, if you received
your interest through an estatg that was not probated in Oklahoma,
that party will more than likely be named and your address will be

used for qotnflcanon Purposes _ i
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‘A representauve of the operatOt w:ll negomte md compensatg the
. surface owner of the particular éract (or tracts) dirgctly affected by
the dqllmg of @ well. This includes the actual location of the ng.
access fo the Jocation, and possibly the purchase of water, 5 it is
available and needed dunng drilling operatlons tedurd l :

The operator ‘will: contract with seryice companies to prepare the
- location, drill the well, test the well, monitor and repart progres,s and
‘results, etc.” There are so many §p§c§qltsts inyolved, in the actual
- drilling of the well that T can!t even begin to name them all, Tlus by

farnsthemostcxpensnvestepofthgprocess e e b
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Aﬁer the well h4$ been ﬂnlled o g prgd;tem]mgd dep;h, ‘and nf it has
shqwn productivg qualities, ‘the drilling rig will be femoved and a
-+ smaller completian rig w;_ll be moyved in.  The g:quletmn P;ocgss is
“ like the drilling process in that meny, many steps are inyo]ved before
the actual production quipmcn( is in place gmd connecteq toa
supply. ,
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'l‘be well is connected through |pelmes and valvw tog rank baaery.
h ‘ wh;ch hqlds the oil produced ‘and/or a pipeline, which carvies the gas
prOduced to'a central plamt. ' The oil production is held in the tank
battery on locatnon and when the battery is full and warrants a pick
up, a tank truck is called in to‘measure and-remove the oil.

Depgndmg on the productive ability of the well, there may be oil

sales every mopth or every six-months, : Therefore .if. you own

[oyaluqs under a well that - produces small amounts of oil, youmay -
T notbe paxd cach month for it. - Oil royalties are paid in the month that

the onl s chkeq up and sold not the month that it was prpduced

-.:I

lf the well is capable of gas pmducaon. the opemtor thén pas io find

, & market or pnpelme to accept the gas that is produced from the well,
'!‘hns can ‘sometimes be 8 lengthy pracess because of the lack of
- existing plpelmes in‘the area;- ‘Sometimes pipelines have to be

expanded to reach the well, or pew pipelines constructed entirely. -

Unfortunately we have no storage facilities for gas at the wellsite
that enables us to produce a well and remove the gas gs wg do the ojl.

i - EE
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When a market is utabhshed and connecuon to me pngehne isin -
place, then gas 'sales begm A meter is placed af the wellgte that -

' measures gas flowing into a main pipeline. This meter is the basis
for the payment of royalties under the well. Gas sale payments will

be paid monthly because all gas pmduced 13 mmedqately sold :

*“through the pipeline. <. = o Lo gy ;.4

Sometimes during initial testmg or other condmons. q well will
, produce ges that is not sold. The gas will be vented (released) and no
T pncome wxll be obtamed from thns because gas was not sold.

Do R eREBLAAS T s e e e,
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R/ Payrﬁcnts of Royalties:

- but the income on the entire well. |

Wha's Mihdx’ng Your Minerals? Chapter 1
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‘The operator retains a title atforney to examine the county records

and prepare a tie opuuou This title opinion wxll show the 4ecmtal
interest of not only working interest owners, but royalty owners as

= well. 1t will plso detail and pnake requirements that nc«;g to be
.~ satisfied before funds can bg distributed fo an owner with );ss than
+ marketable title.. The operatar thm.attcmpts to pure the tntlg ppinion
~i requirements, usually by . contracting a Jandman, so dmswn( orders

can be prepared md sent to all parties for execution.

s
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= “The duusnon ordet wlll shQSV lhe deciral ;n;erg;g you W‘" receive on
<i-. income (gas or oil) fram the well. The decimal interes ;hown on the
- division order shauld agreg:with your records and you will be
+ instpucted. latertin ithe book on how, o detgrmine your decimal -

interest. Jf this doesn’t agree with your calculations, contact the

¢ operator. He ‘Vlll be happy to explain his calculations or adJustments

'..n!tux)

See Clmpk;.ﬁ_n for exampl;:s of typical royalty checks 'l'pls will
help you to understand the income on pot only your share of lhe well,

i NI T A TR . : l

‘Comments:: - i _ . .

The (ecel?t of the duhslon order may be the only notification that

; _you. as a'mineral owner, will receive if a productive well has been

*  drilled: However, if -2 well was drilled and if it was 8 dry hqlc, you

‘may never be ldvlsed of it.i It would be nice if the operator could -

- keep the mineral owners informed as to their intentions, gctions or .
‘results, but tlus isn't possible.s With Oklahoma minerals qlxvnded

among multiple owners, the costs involved i in notlfymg mdmdual .:'

owners would be astronomical.

i.:’,u‘ii ER B TR ~[‘ L;h ',‘,'ﬂ'v‘U'

o “,You can penodlcally check on the: prggress of yoqr mmerals by -
contacting either the landman to whom you leased the property, the -

Oklahoma Corporation Commission ot the operator. This takes time,
research and resqurces which may not be feasible for you. quever,
we provide a service for this type of inquiries. The fees are nominal

and are fully described in Chapter & - Other Services Available.

Page4




UNDERS TANDING LE GAL DES CRIPT I ONS .

< + Township and Ranges. T
_\-_, “. B ”Zi*’*‘»"“"“ii G e o v % ” |
""Oklahoma ‘and many other stites are based on a gnd type sysgem, ‘It ,
is like a multiplication table." The fpwnship and range is how you -

locate these minerals.. Exhibit #1 below shows a sample of the S

system used in township and range division. Tawnships run north

_ . See -4 foramapon -
.the gnure state of Oklahoma 'l‘hls will help you pinpoint the area
your mmerals are m ;

t b :
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? s LS 'im Ui i PN W
s Stamng fat thg tpwnslxip“diviglng line (A) move up to TIN. vp

; angther l?lock 12 T2N, etc. The §0uth townships are numbered in the
{* same mapner. 1f you move down from (A) one block you we in T1S,

dmgn_ .ﬁ\ﬁth!?ﬂ‘i‘, B S N

Rgi)g&s p;b gress in the same ménner, glthough the dlrecuons :ha..ngg.
Stqrﬂng atline (p)’move to the left'and you are in RIW. move left
;nother black o R2W, moye Jeft another block to R3W. 1 yqu movye -

w.w»«-w -

right from (B) yoy will be in RIE, right another block lo R2E, right =~

: mother block to R3E md soon.,
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Each of the blocks shown on Exhlbit #1 contains 36 sectnons.
Exhibit #2 shows the layout of the 36 sections within each township.

ﬂ,“, YT

B Secnon Pattém.

Yy
3
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After you have located the township and range coordinates, yo;u are

then ready for your next fest. Exhibit #2 below gives a diagram of

a typical township: * The entiré area below covers 36 square miles,
while each sectnon covers 1 square mlle or 640 00 acu;&
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: 3., Segtion Lis locqted in the top nght corner of every townshtp, and the
progress left (Sectton 2), left again (Section 3) and so on,
e westem boundary of the townslup at Sectton 6.

. Move down and you are at Sectton 7, then right (Sectton 8) right
again (Sectton ?) gnd so on untxl you reach the eastem boundary of
; the town;htp 8 Sectxon 12 T : i

l"'-’,::'a-'.;'- .'-I;!

! ' - ,' ; : Movemeqt Vagam ;s down to Secuon 13and begm the left movement . o

as de;crt‘bed in Secttons 1 through 6 above

.!
T

~ When you reach the westem poundary again the pattem follows that
. of Secttoq 7 thrqugh 12. This alternating pattern js used throughout
the state of pklahoma (and other gnd based states) :
[IRTEETH ‘

Because the earth is round most townshtps are adjusted {or
con'ected) and not every “section will contam exactly 640 acres.

ipli nge line 'lhecomcaonal sections will

only be Sectxons 1, 2, 3 4. 5 6, 7,18, 19, 30 and 31. Only the

* " portion of the individual section that border the’ fownship and range
lines are adjusted When adjustments are made in a tract it will be
referred 19 as Lot 1, Lot 2; etc, See Cbameﬁ_B o locate lots in a

correctxonal section.
t

: thh the )utowledge you have gamed you should now understand
how to pmpoxnt ;he secnon, tomshtp and range (S-T-R) your
mmeral tm¢re§t isin. ; , . :

; . P H

0 ﬂac{ Descnpaou ,

! i !

We will proceed tQ those wetrd lxttle dcscnpttong of | the lqdmdual o

o o tracts in. glhg:h your mingrals are.owned. This is by far the most

o ,confustng aspect. Exhibit #3 op Page 8isan individual sectjon plat. .
VL " Thts is alsg divided in a gnd type sysiem with the Northwest Quarter S
0% (NWA) being in the upper lefy; Northeast Quarter (NE/A) isinthe . -
" "upper right; Southwes( Quarter (SW/) is in the lower left, and

Sautheqs( Quader (SE/4) is in the lower right.
P ,
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Bgaln, the quatter-quarley section contains 40 a The’dxvnsnon
concept is the same one as described on Page 7, but iristead of
‘starting with #n entite section, we start with only a quarter section.

St F Tlali e

OGP ET crie UYL L e i d Ciay . -.
Where do you think the No_rt_h‘ww; Quarter of the Northwest Quarter
(NW/4 NWH) would be? If you haye understood the basic' concept
80 fary you grg well op yolr way 'to mindi inerals! The

location of the NW/4 NW/4 is in the uppermost Jeft comer of the -

NW/4. Now locate the NE/4 NW/4. Are you correct again? -

§

B S YR ‘i 3, xS i iz&i:i(- Ci e . oL ' . . .
- The most important thing to understand here is, when plotting out

your description, start fropm the BACK AND WORK FORWARD!
A general rule of thumb here is when saying the deseriptiop aloud,

Insext the words *of the” befween every description. This will get |

you in the habit of locating the correct quarter when you start.

R
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- iUs_e .Exhibi_t #3 on Page 8 to find the following tracts:

( N S NEM (of the) SW/4
| L and
NW/4 (of the) SE/4

) ;The locatxon pf these tw& 40-a6n: fracts are shaded but were yox_;_ able .
tof doi ;t on your own? : o

Tracts can break down as small as 2.50 acres but for pow we wxu I
only go down to 10-acre ftracts. The concept is the
same...remember §t! Where would the following tract be located?- -

SE/4 (of the) SE/4 (of the) SW/4

Start at the end of the description the SW/4. Now find the SE/4
within the SW/4. Now find the SE/4 within the SE/4 of the SW/4, -
The carrect location of this 10-acre tract is also shaded.:

If you were successful in these exercises, then 1 liave all the

con.fidence in the world that ZQILCAMMMXQIRMINERAIJH "

Use the Mineral Inventory Forms provided in Chapter 5-Bto not
‘only inventory each parcel you own, but also plat them out... .~
- Granted, you will not be able to fill in every blank, but as time .
~goes by, documents will be discavered that will help po completg. e
“the mlncral puzzle' o

y ,'Paggy _
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Title and Fractional Ownership:

A)  Grandpa’sLand ........... 10

B)  Descent & Distribution
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~ asimple example of fractional ownership and tract division.

o

TI ZZE AND FRA CTI ONAL OWNERSHIP

Oklahoma, like many other oil producmg states, has severed (dwnded) '

mineral ownerslup This sxmply means that there may be several
fractional minera) owners under a particular tract and the surface owner
may or may not own any of the mineral rights.

Each mlncral trpct can have many different surface tracts. If each
of the different surface owners owns mineral nghts under his surface
tract, then the mineral tracts would be divided to coincide with the
surface tracts. Jf the different surface owners do not own any of the
mineral. nghts there would only be one tract. Grandpa’s story below is

A)  Grandpa’s Land:

”

j:G'faiu_xdp'a'carué' to Oklahoma in the land run and was
granted the NW/4 (160.00 gross acres) by the USA.
. This inclyded all surface and all mineral rights,

During the Dust Bowl he was forced to start selling

~ pieces of his property. He sold the first piece, the

NW/4 NW/4 (40 gross acres), to Nelghbor Bob

without reserving any of the mineral rights. After this

conveyance, Grgpdpa no longer owned surface or
 puinerals in the NW/4 NW/4.

Grandpa still couldn’t make ends meet so he sold
anothg iece, however he had wised up to the fact
" that he ‘could reserve all or a portion of the minerals
‘upder this fract. A deed was given to Banker Don for
gl swfgq: rights in the SW/4 NW/4 (40 gross acres),
but Cyran;ipa rwerved ¥ of the mineral rights for
lﬂmsclf After this conveyance, Grandpa owned
of the minerals in the SW/4 NW/4 but still owned
all surface and mineral rights in the E/2 NW/4,

¢ Pagel0
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| W[{f&oulq'nqwbeasfouoivs b

'- R (Dlagrams below (Im‘legch t;act comcxde Wlth the plat on Page 12)

' CEVE ts Aﬂer Qll Qf the conuey'anees noted above, the NW/4 i

After years of struggling, Grandpa couldn’t keep up
with the taxes 5o he sold the rest of his farm to
Neighbor Bob and moved west. Grandpa wanted to

\
+. 07 retain a)l the miperal rights under the surface he had . ( N l ,

left, so a deed was given to Neighbor Bob for sur[aq:e | ’
oo Pightseplyinthe EZNWM. S
. PR g _

(which was one fract orlginally) is now divided into

three tracts, not because of the surface; but because -

5 gE 9‘ Wﬁ}“mefalsg A tract is de

"l'he ownershnp to' the

A i ,|

Loeid ot g

ma #1 WW NW/4) 40.00 acres swface . Ne:ghborﬂob (al) |

Y ! . . 1

 40.00 gcres minemls - Neighbor Bob (al) (
e . . n . (

A

EREE I ] “; e 'l’-ﬁ._'“ ;‘,-_‘ v , R . . .
Tract 2 (SW/4 NW/4) - 40. 00 acres surface < Banker Don (aII) ' ;

vabd e P

L g uo acrps n;mcrals Banker Don %)
e c.v‘ll:!-jﬂ [ macm mmcmk -
e R N "-*'t';“' g BN F YT

Tract #3 (E2 NW/HA) 80 00 acm swﬁzce thghbor Bob (aIl)

.‘.'::,' - T B N .
EDT ] :f VIR BT SR TR N Yo | ,!

( fmi( 'H,;;,« ' "

218 ﬁmd,f)f,a were plive and !«as,ms today, the lcascd
*mnésgf, Would be the SY/4 NW/4 and E/2 NW/4
120 99 SF 95 %mﬁ &911__9290 pet minem; acm)

l‘,.'.
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Descent and Dzsmbutwn.

4

t

'Now we wnll dnscuss the changes in title after Grandpa diés.’ Let s say :
that Grandpa moved to California, married, had children and then died.
The only tune mle moves clearly (wuh no questlons asto lhe valxdlty) is:

"_l)- ) i (i Grandpa made a conveyance of .the

" property to his helrs or another party, OR

- A B (3 Grandpa s estate was probated in any .

' county in Oklahoma. Probated simply means
""" that a judicisl determination has been made
"~ by acourt in Oklahoma as to the disposition .

. " of Grandpa's assets and property. .. .
fooaibs . - ; s i .

Page 12
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Let’s sa}r"n.iﬁt‘andpa;dxed in California and his éstate was pfobated in .

California and Grandma received all of his interest via a last will and
testament. - 'l‘nle would -not move clcarly to Grandma unless she

petitioned and propated his will and estate in Oklahoma. Iam not saying }

that she has no cl?xm to the property lf she doesn’ tprobate his estate in

. OkJahoma, but that it has just created 2 mlg?gap (alsa cglledacloud) _ "

If Grandma. wanted to lease this property
docpme;ntatnon to, the laqd n f(;dc;nc;ng

‘laup tQ g;e lapd

dnstnbutxon would be followed QS ;0 Qhe henrshlp and :

to ysure that the pil and ges lease covered all his mumsgg |

Docmnenq knowxii as hyofo/pmth ﬁ Hf'??’"p-i (See { -

she would have to supply

._'tagq acqulred' i
by his widow™ apd ‘children. = If he 'did leave a will but it was pot -~ .
pmbated in Oklahoma, these' gq;delmes would also have tobe followed .

wpticanfor
‘an gxgmplp) fre gommonly prfpared for cages like this. .,..'I‘he aft“ davu S

: smu)ly stafes wh? owpgd the! p[operty (record title owner). the Jegal =
description of the property; (he: pame of the spouse (the date of death if

‘applicable); and all ehildren bom to the property oymer. [If any (or all)
of ﬂlgl!;u‘)s'ﬁg Gr}t%d& :{g{} ece '}!50 A AL
their deaths and the helrs of thelr mtates Proof of death and henrshnps
are an acceptable document for Jeasing, but if production is obtained and
if the mineral ownershlp is large, an opsrajor may require that judicial
determination is made prior to disbursing funds. This would not only be

o

, the affidavit will detanl the dates of - - o

- judicial df;gennmauon of Grandpa’s estate, buj Gn}ndma s and oy other L

o parues invalved in the ehain ot title leading to’ your lmemL @
: R \?501 jer i '
If the property was acqulred m Joinl (enancy then the whole estate will
go to the survivor... Upon the death of the survivor, with no will, the
estate (or propgny) will be divided p:popg the heirs.

The tables on Pag@s 14 through 16 §how the percentage each heir would
seceive. The percentage ghgngpd on ngy 1, 1985, soitis unponant to. -
know the date of death,.. The percentages also change if: a) the property
was ‘ot gequired by. joing mdusm/, b) the decedent was married more -

than once; . €) the property. Wes acquired outside the coyenant of

ge,d)medecedentwasmamedatmetlmeofhlsdeaﬂl !md ¢) the   '

decedent left a survnvmg spouse

. ".:;w fragg‘ 13
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The term “issue refers only to children (natural born or adopted). Ifa
child predeceases the owner of the property, bert left issue, then his share
would be divided equally among his issue {children). For example,
Grandpa and Grandma are both dead and they had four children. All of
the children are still alive, except for one. The child who died was
married and had twa children at the time of his death. Only the two
children would share equally his 1/4th interest in the property. This is
also referred to as “right of rep;esentatlon ‘The property would not be
divided three ways, for each lnvmg child, but would also include the issue
of any predeceased henrs :

As you can see, thxs gets very complicated. It 3s important for your heirs
not only to know about the property, but als:»> know about your entire
family (date of their births, date of their deaths, their spouses and
children, etc.). With the passing of each generation, some of this
knowledge is lost and will never be fully known. If you cannot provide
the information needed to establish a claim tc) the property. you cannot
be leased or be paid for royalties.

The purpose of the table below is in no way intended to be an |
interpretation of the Oklahoma Statutes, but merely an example of the
most common situations that occur when a peerson dies without a will.

Before After

K3

"a) Left sumvmg spouse and one child (orits 1ssue)

Surviving spouse one-half  one-half
Child (or its issue) . one-half  one-half

b) Left St.xrvivin“gtspeuse and more than one child (or its issue):
Surviving spouse one-third one-half
Chnldreg (divided equally) twq«thirds one-half

¢ Left survnvmg spouse no children but mcriher and/or father:
Surviving spouse all all :

Page 14
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Before After |
Z(1/85 _T1/85: .
. .

" d) Left surviving spouse, no chxldren, no survxvmg parent but
suryiving brothers & sisters (or their lssues) S
: Sumvmg spouse . !!' .o - all all_ | ;

e) No surviving spouse and one chnld (or its lssue)
_ Cluld (or its 1ssue) all all

- ) No surviving spouse and more than one Chlld (or their 1ssues):
Chlld(en share in equal portions all = all
i
8 No surviving spouse, no children, but mother and father: .
Mother & father , :
(divide equally) I all coall

h) No surviving spouse, no children, no surviving parents, but left
surviving brothers & sisters (or their issues): oo
Brothers & sisters : S
(divided equally) all all

i) No survnvmg spouse. no children, no surviving parents, no .
surviving brothers & sisters (or their issues):
State of Oklahoma ... . - all - all

a) Left surviving spouse and one child (or its issue):
' Survnvmg spouse one-half one-half
- Chid (or its lssue) " one-half one-half
'\
b) Left surviving spouse and more than one chnld
for thelr |ssues) divide equally

Page 15
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Before After
21/85 _7/185
. 'Zl.chgdeanazzieimnze_tbaumce_(mnlxhuedl -
c) Left surviving spouse, no children, but. P
mother and/or father: divide equally
) . . ’
+ d) Left surviving spouse, no children,no -~ . . i,
© surviving parents, but surviving brothers '

and sisters (or their issues): : divide equally

' (Same dfsm'bution as Part 1 fe through il if nb surviving spouse)

Comments: - . . L |

During the leasing process the heirs to the estate may d&snre to divide the .
property differently from the guidelines above.- For example, Grandpa

- left 8 widow'and four children and the children all agree that their mother

- should receive the income from bonuses, rentals and royalties during her

. ":

lifetime. - In cases like this, the landman would prepare an oil and gas

lease for the mother and a document known as a Ratification of Oil and
Gas Lease (See Chapter 6-D for an example) for each of the children to
sign. The ratification simply states that the children agree with the
terms and provisions of the lease signed by their mother, but they wish

~ to forego any money due to them until after her death. - The children

would all own a reversionary interest until the death of their mother.

Another type of reversionary interest is a life estate. - A life estate is
usually created when an owner conveys his interest to a third party (or

-~ parties) but retains the benefits of the property for his lifetime. The third
 parties are known as the remaindermen. - The remaindermen will own

a reversionary interest (an interest that does not vest until a specific
condition is met) on this property. - Again, during the leasing process, an
oil and gas lease would be: faken‘on the: life tenant, and ratifications
would be taken from the remainderman. By creating a life estate, the life
tenant would receive full benefits of the mineral interest for his lifetime,

-and upon his death, this mineral interest would automatically be vested

+ - to the remaindermen.- Also, by creating a life estate you would avoid the

need for judicial determination of your estate.

Page 16
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Ratifications are required to protect the operator and the interest being -
leased. The reason for this is if a lease was taken from a life tenant and
ratifications were not obtained from the remainderman, upon the death
of the life tenant this interest could be construed as open (not subject to
the terms and conditions of any oil and gas lease) and operators usually
Will not take this risk. .

» oo -

The most important thing to remember here is ta leave a will. If you dc

not direct the disposal of your property, the state of Oklahoma will and

it may not be the way you want it! Another important thing to remember
is to make yourself easy to locate. File affidavits at the county
courthouses {o not only notify the public of address changes, but also of
name changes. See Chapter 6-D Sample Documents for an example of

an affidavit of address change and an affidavit of identity (name change). -

.. Another important thing to remember is 1o execute all documents exactly

. 83 your pame gppears. Let's say that Grandpa conveyed an interest to
. “Pradley Sean Keen” and he pow uses the name “Brad S, Keen* for all
legal documents., If he were to sign an oil and gas (or any other
documet) any way other than Bradley Sean Keen it would be incorrect.
A pew document would have fo be prepared for re-execution or an
affidavit of identity would have to be recorded to clear up any title
questions.  The gxact name that tifle is acquired in will be used on all
documents regarding this property. Jf you are no longer using (or
signing) the name that property was acquired in, you should point this
out o the party whe is preparing the documents. He will then style the
document corvectly the first time (i.e. Bradley Sean Keen, also known as

Many times when women acquire property in their maiden name, marry,
.move away, divorce and remamy, it makes it almost impossible for a
landman to locate and lease their property. This not only results in the
- nloss of bonus income, but also royalty payments on producing wells.
‘The landmian s required to research all avenues o locate the mineral
owner and if they are not successful, then this mineral interest will be
pooled.  The bonus money paid unde the pooling and any income from
producing wells will be placed in suspense. . After a specific period of
time passes, and no claim has been made to the money, it is tumed over

to the State of Oklahoma, Unclaimed Property Section. .

Page 17
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UsuhlslmnkasnImun.mnkuda!mtamnmlmmlsmdm_make
yourself accessible. Documents are provided in Chapter 6-D to be used -
as an example in preparing affidavits for address and/or name changes.
We do, however, provide a service for this type of document preparation
for a nominal fee. See Chapter 8-4 Document Preparation Services for
the forms that need to be completed and retumed should you wish us to
prepare your affidavits. *  *

See Chapter 7-CC Other State Agencies for the address to the Unclaimed
Property Section of the State of Oklahoma. You can make a written
inquiry to this department if you believe you have monies in suspense.
This inquiry should include not only your name, but the names of any
party whom you may have received your interest from.
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CHAPTER 4
+
THE LEASING PROCESS

An oil and gas lease is a formal written agreement where the minergl!
“owner, known as the Jesso, grants the right to explore for oil, gas
and other hydrocarhons (for a specific period of time), to an
individual (or an entity), known as the Jessee. .

Most oil and gas lease forms are preprinted and the specifics
negotiated and agreed to by both parties (lessor and lessee) will be
incorporated into the lease. . An example of a typical oil and gas

lease form can be found in Chapter 6-D.

A) Leased Premzses.

{
‘This is the legal description of the tract (or tracts) that your minerals
underlie i in a specific section, township and range. The gross acres
of the tract will also be shown. ‘The term * 'gross acres™ is confusing
to most people because they assume that since the lease shows 160.00
gross acres they should be pald their bonus based on 160.00 acres.
This is incorrect as the bonus is calculated on the number of net
mineral acres owned and you may only own a fractlonal interest .
under the entire tract. -Additionally the tracts ‘can be described
differently, and still cover the same land. Be sure you are familiar
with how to plot an individual tract description (se¢ Chapter 2-C).
The following is an example of the different ways a tract can be
described and still be the same: S

NW/4andNEM4 - - - = . NRu
R 60 (160 e (320)
P sl ) ) . oy
SW/4 SE/4 and NW/4 SE/4 = W/2 SE/4
(40) + W (80)
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SW/4 SW/4 and NW/4 SW/4 N/2 SW/4 and
and NE/4 SW/4 SW/4 SW/4
(40 + 40 + 40) (80 + 40)

OR W72 SW/4 and
NE/4 SW/4
* R (80 + 40)

OR SW/4 less the
SE/4 SW/4
(160 - 40)

B)  Primary Term:

This is the length of ume the lmor (we'll say it’s Grandpa) has
granted the lessee the right to drill a well. The primary ferm can vary
- but is usually a period of three to fiye years, Grandpa agreed to
granta five-year lease which was dated March 2, 1996. Grandpa’s
lease will expire automatically, with the absence of producuon.
March 2, 2001. .

However. If at the expiration date, a well has been commenced
(started), Grandpa’s lease would still be in force and effect until
operations are finished. . Jf Lady Luck is smiling on us all and the
" well is good, Grandpa’'s interest would now be held by pmducnan
and the lease would remain in force as long as the well continues to
produce, :

On the other hand, if adryholc was drilled, or if there was never a
r well drilled during the primary term, Grandpa’s lease will expire

under its own terms on March 2, 2001. At this time, Grandpa 5

interest is open and he is free to lease this mineral interest again.

Page 20
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(&, Royalty

. This is the percentage that Grandpg would retain on proceeds from
¢, 8 producing well. . Let’s say Grandpa agreed to a 1/8(h royalty

. (12:50%). This means the lesses pays 100% of he cost to drill

Another plus in mineral ownership is when you sgree to lease, you .

. pomplete and produce a well, and in retim, receives 7/Bths (87.50%)
of the production proceeds. The standard royalty i 18th. However,
 depending on the area and activity, the oyalty may be greater.

See Chapter 5-4 1 understand How to calculate your decimal
.. tnferest in 3 well based on your royalty. | See Chapter 4-D for an

example of an ofl royalty check and a gas royalty check. This will

help you understand the meaning of ¢ach figyrc.’;

sy o
. i

D) . Bonus Consideration: . . |

- are paid a bonus. This is calculated on the nef minera! gcres owned

Ak

-+ times the Bonus price per acre, Grandpa agreed to a price of $50
- bonus per acre and because most leases are “paid-up” there would be
. $1 added to the bonus, for prepayment of the rentals, for eyery year,

after the first year, of the primary term. By prepaying the fentals on

@ lease, this keeps the lessee from having to remit yearly rental
- payments on gvery lease. The fotal bonus price per acre for a five-

year paid-up oil.and gas leas¢ would be $54;: $50 (bonys and 1st

;hen

final year);$5$pgrnet minerglacee. ..

o yea) +31Cadyead+$1 (rd yew) +$1 (4 year) +§1 (Bfthand

Total bonus = $5,940.00 (11000 nct acres owned] x $54.00)

ERRR RS IOV 18 SN

The bonws payments are ysually in the form of a bank draft. After

. the lease has besy execyted and potarized, the bank draft and lease -

1. #re taken tp the eallection depgrémen of your bank. They forward
's bank ,.fgr'pey.x_ynéét-ﬂhs c!'ra.ﬂ.ywi" state -

all documents i the lessee’s bank for payment., The draft
amber of days, from teceipt, in which payment is to be made.
This is usually 30 days gnd allows time for examination, approva}

and allocation of funds for your Jease. )

~ . Page2l
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E)  Other Special Provisions: . =~ 7

1op . es: Al top-lease provision will be added to a lease on
which there is already a current lease (a lease still within its primary
_term), | Someumes operato;s pnck an ‘area to focus on which may

already hgve cyrrent leases holding the acreage. In this event, a top-

lease is negotlgted The top-lease simply gives-a lessee the

advantage of going in, doxﬂg a récord check and negotlatmg top-

: leases before }he mmeral mterest actually becomes open .T

“ of the pnmaq te;m of ;he first lease and you do receive p bonus
upon execution*of the' top-lease The bonus’ pand at the tlme of

execution is a percentage of the fotal bonus and is called g down-

payment. The down-payment can range from 10% to 25%. The
balance of the bonus is paid when and if the top-lease vects‘

"For exemple. using Grandpa s lease descn’bed above, a lessee goes
 in and negotiates a top-lease with Grandpa on the same terms as the
~ first lease ($54 per net mineral acre).” The lessee would pay. 25% of

‘ the boqus ps 8 down payment ($1,485), and the remaining bonus
wouyld be dué'on Man:h 2,2001 ($4, 455) 1f there ‘were no dnlhng or
o '~oompleuon operanons on the land G

ek s, l:m\ conoakie thay g ,j

A

* ¥ the lesses, Who owned the first lease. started drilling a well on

: February 1. ;\.2001 ‘then the top-lease would not vest. Grandpa would

» , but he would be allowed
to keep the down payment made for the top-lease even if the 'second
lease never vested.

EAMEE T (N

¥ Ay o
',!(4* :l SEN . . D ."

s 5}“‘?‘?’ 'meang gl; { the le§5e9 has the right, biit not the obhgatxon.

extend’ the prunary term of the lease by temntgmg payment to the
o 'mmeral owner prior fo the egp:rpuon of the primary term. Also if an

optiop is med, it w;ll have details as to the term of the option and the
bonus pnoe that will be pald to the mineral owner should he choose
to exercise the option. i

" Page 22
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Again, using Grandpa's land as an example, let’s say that the lease

- was for 3 primary term of five years, but it included an option to

extend for an-additional five years at the same bonus price per acre
as the first lease. This means that on or before March 2, 2001,
Grandpa would receive another check for $5,940 and he would then
know the lessee chose to exercise his option.

If he did ndt receive his money on or before March 2, 2001, then

Grandpa would have to assume that the lessee did not want to -

exercise the option. This is a very common practice not only in

Oklahoma but in other oil-producing states. This is somewhat -

confusing to the landman performing the record check because
usually there is no indication in the county records as to whether the

- option was exercised or not.

It is a good idea if you have signed a lease with an option that was
never exercised, to file an affidavit at the county courthouse stating
this fact. Without this document, the only way a landman can know
whether this is still, a valid lease is to: 1) call each mineral owner and
inquire as to whether this was exercised; or 2) call the lessee and ask
him if he exercised his option. The first scenario may be very time-
consuming and the second scenario may possibly alert others that
someone else is interested in the area. . .

Again, if a lessee did not exercise his option, then he has lost interest
in the area. Usually he will not spend the time or money to record an
affidavit stating this fact. But you, as a mineral owner, can prepare
and record an affidavit that describes the property and makes
reference to the oil and gas lease that contained the option. This
should go on to say that by failure to remit the bonus on or before the
required date, the lessee has forfeited his right on the option. This
will clear up any questions that may arise, thus enabling you to lease
the property again. :

Refer to Chapter 6-D for an eiample of this affidavit which youcan

prepare and record, or see f =

Services for prices on preparation of not only this type of documeni; .

but others as well.
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Bank Draft - *

‘Bonus -
‘Consideration -

Bonus Price

Per Acre

Collection

- Depai ent
_ (Bgng"

- examples

TA regordable d_ocrlmer;t which states a fact, a

legal description, g signature, date and notary.
These are prepared for any number of reasons.
See Chapter 6-D Pages 35, 36 & 37 for

ke i,

- The - typical - item used to pay the bonus
consideration for an oil and gas lease. See -
Chapter 4-D. .
The money that is paid fo the mineral owner
upon execution of an oil and gas lease. This is

* calculated by an agreed upon figure, times the

net mineral acres owned within the leased

_ prermses See Chapter 4-D

The dollar amount that is paxd for each acre that
is leased See Chapter 4-D.

The department of the bank that handles the

A Processmg and collection’'on a bank draft..

i . . :'a"h
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Term

Completion The process, gfter a well has been drilled t6 8
specxf' ic dep(h. of cleaning out the hole, setting
productxon casing, perforating, stimulating and
equipping the well with production equipment.

RS Compleuon is ygnally, only performed if g well

i shows sngns of pll @ndlo; gas during the dnllmg

process. ¥
4 .-r-_;u'-i A T
Conveyance  An instrument in whtu'ig by which some estate,
. ! . -

. ", -interest or title in veal estate is transferred from
. 1~ one person to anothﬂ

Correctiongl A section that hes in enther the north tier of a
Section township, or one that lies on the west edge of a
- v range.s Correction sections will have lots gnd
Py usuglly do not equal 640.00 acres. See Chapter

it 0.6-B, page 30 for additiona! information on the

MR locauon of lots w;ﬂun a2 gqgrectlonal sectxon. ‘

Decedent The per§on whodned ow‘nmg propertj." S

' ' '5"‘;"§""'-' fixst«‘.-lw)x' i
Decimal . <. < 5 zThﬁ figure used 2. ca}cplate your share of the

Interest - procgeds from  producing well. See Chapter 5-,

' A Part 4 for instructions on calculating your

decimal interest. |

" ;

i Page 41
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Descendants

Division Opder
T g et i

- . : along w:th the property and your owner number, -

Dry-Hole .. _ - .

" Gas
Production

Gas Sales

Definii

Those who are in direct lineage to a decedent.
This includes his’ chlldren. grandchxldren, etc.
Also referred to as “issue.”

]

A contract of sale to the purchaser of oil and/or

- 8., This, dorument directs the purchaser 0.
make payments of the pmcml in the.

proportions so stated. If a well produces both

i gas and oil, you will probably sign g division
.. order for each product. The payor" 's name,

address and phone will be on this document

The act of penetrating the earth’s surface and

... . underlying rock formations, to a predetermined

depth, in search of hydrocarbons.

A weu that is drilled and does nat have the
ab:hty to produce hydrocarbons. These wells

B . -after dnlllng. are plugged and abandoned.’

Hydrocarbons produced from a well in a gaseous

state. This is also called natural gas.

Hydrocarbons produced and sold from a well.
The product is metered at the well site and
transported through a pipeline to a gas plant.
Gas sales form the basis from whlch royalty
paymems are calculated. :

‘ Page €2
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~ Geologist A person educated in the study of the crust of the
earth. A petroleum geologist specializes in -

el :  pedimentary rocks, which produce most of the
b world's hydrocarbons

Geology The science, th.qt deals with the history of the

c ., earth and'its life especially as recorded in rocks.

Gross Acres The total number of acres in the particular. tract.

Held by " When a well is dﬁlled that is commercially .

Proc!uc;ion A roductive, the minerals underlying the unit are -

" then held by production and will not be leased
-*" again until the well ceases to produce.

" Hydrocarbons - An organic compound containing only q:arbon
o " and hydrogen often occurring in petroleum
products (natural gas, oil, coal, etc.).

Jomt Tenancy *'A form of ownership wherem two or more
(44)) ~ people own the property together. It js also
a i referred to as JTROS (joint tenants with right of

. survivorship). When property is owned in joint

.. property is then owned by the survnvmg jomt
tenant.

IS B AT S ey

.. tenancy at the death of one of the tenants the .
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. Landman The person who: 1) researches the county

B

~ “ records to' prepare an ownership report; 2)
""" coptacts and negotiates the purchase of oil and
- gas leases; and 3) cures title opinion
" requirements requested by the title attorney.

& e

" ‘The legal description of the lands that are on an
‘ " oil and gas lease.: See Chapter 4-A.

Leasehold 45 + . The act of owning all or a portion of an oil and
Ownership - gas lease in a specific tract; OR the document

: prepared through a record check which describes
the tract and names the owners of each jease and

‘, o ; the poruons so owned
Légal ~  The Séécific é@é;idn. @wnship, range and tract

Description * - descripl_ion ot a specific p_roperty.

el

Lessee‘ N 4 ‘-_'The person (or the entity) that is granted the

rights (via an oil and gas lease) to explore and

develop a specific mineral interest. The lessee

cRE s« (or his gssngns) pays all costs to explore, and
i .., retain the difference between lessor’s royalty and
B I ] 8/8ths ‘

I

Lessor The pexson (or the entity) that owns the mineral

’ rights and grants (via an oil and gas lease) the

4t right to explou; and develop their mlqerals toa

E .+ lessee. The lessor recejves a bonus and retains a
R speclﬁc [oyalty on all producuon
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Term

Life Estate . .

Location .

Lots & Blocks

Mmeml _
Ownership

Ngt Mincral *
res * " For example, you own ¥ interest in the NW/4;
" the NW/4 is 160.00 gross acres, but your net

Acres

D. i e "

. An estate or interest in real property which is
. owned for the duration of a lifetime. The owner

of the life estate is called the life tenant; the

. parties entitled to this interest upon the death of

the life tenany are called remainderman

- 'The site of the actual well, usually measured in
. feet from the section (or quarter-section) lines.

For example the well is located in the center of
the SW/4. This location would also be described

*as 1320' from the south line (FSL) and 1320'
_y from the west line (FWL)

'l‘here are two types of lots; one is used in
correctional sections and will be located only in
Sections 1 through 6, 7, 18, 19, 30 or 31 (See

N 'Chapter 6-B for the location of these types of
'+ lots); the other is the individual lots within a

platted addition of a city. Ownership will be
in this situation as Lot 3 of Block 8, of

thq ‘Rargc-hwood Manor Addition of Oklahoma
U City.,

’l‘heactofowmng;llorapomonofmemmemls

* (oil, gas, coal, etc.) under a specific tract of land.

OR the document prepared from a record check
which details out the owners of mineral rights
_anc_l the p_ompns owned.
' i

[ -
2

The fractlonal pomon owned ina specxﬁc tract.

mineral acres are 80.00.

¥
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Term

Northeasc |
Q"fmr (NE/4)

(¥}

Northwest
Quarter =
WA

Oil and Gas

Legse

Oil Production

(oco)

Oklahoma -
- Corporation
Commission

Definili

A'term gand abbrevxanon) used when refemng to
the northerp and eastern-most quarter of a
speclf' ic area The NE/4 contains 160.00 acres.

s e

_ A term (and abbreviation) used when tefemng to
';he northen and western-most quarter of a
* specific area, ‘l'he NWM contams 160.00 acres.

An agreement between the lessor and lessee

~_covering only the minerals underlying a tract for
" a specific period of time.: See Chapter 6-D,
" page 32 for an example. - L

- Bydrocarbons pz:odueed at ‘the well that are in

liquid form. The ojl produced is stored in the
tank battery on location until a sale is made.
When sales occur, a tank truck connects to the

- " fank battery, measures, removes and transporis
Y the oil off the location..

._\',

'I‘he State Regulatory Agency that governs, -

approves, inspects and oversees not only the Oil
& Gas Industry but all other public utilities in the
State of Oklahoma foa & ! .
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Term

Operator

Option i

Ownmhi_p
Report

Definitior

The entity (or the person) designated to

- . epordinate the drilling, completing, producing
..and reporting for a specific well, The operafor

accounts for- the expenses of the well and
jnvoices other working interest owners in their
PTOPOrtionatg,sharq.

_The right granted by the lessee to the lessor

which extends an oil and gas lease for 'an
additional period. The terms of the option are
negotiated at the time the original lease is signed.

_ See Chapter 4-E.

.. The term describing the document prepared by a

landman. This document details tract
description, surface owner, mineral owners (and

-fractions owned) and leasehold owners. This
- will also show morigages, easements and right-
of-ways.

- An éil. and gas lease that does not require yearly

rentals to be paid o maintain it in force and
effect. There is usually $1 paid in advance for
each successive year, after the first year, of the

<+~ primary term of an oil and gas lease. s

“The origin] document granting to the recipjent

legal title to public lands.
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Term

Pipeline

Pogiing

Application & .

Order .

DE.!.*‘

- ’i‘bc undergroynd line that is connected to the
-+ well which transports gas produced to a main
line, then onto a gas plant for processing.

. “

.. The gppiicqtio__  is a request filed with the OCC

that names those owners who are either
unagreeable to lease, unlocatable, or have

questionable ownership. The order is issued by

the OCC after a hearing at which time a fair

- bonus price and royalty will be established.

" Owners who have pot leased their interest will

~ automatically receive the predetermined bonus

Primary Term

Production

-Equipment

| Proof of Death

& Heirship -

s

and royalty., Owners may also elect to
participate and remit their proportionate share of
the drilling costs outlined in the order.

“The period of time granted in an oil and gas

lease. See also Chapter 4-B.

The equipment at the wellsite needed for

recovery, sales, transportation and storage.

An affidavit prepared which may or may not be
recorded in the county records stating the

. . decedent’s name, the date of death and the
© . property description.  This will also detail

: personal . information as to marriages and
- children borp to the decedent. See Chapter 6-D,

page 33 for an example.
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!
oy }ﬂ

used inmemdustry dmcribmg an area of
erest, ' A prospect may be large - (includes
rup,py gectlons), or it may be small (includes only
* parts of 8 partncular sectton) The prospect is
usually namec; by the geologist.

o Gl

Range . .

Opq pf the north-south rows of a township in
U S. public | “land surveys. -They are numbered
- gqst and west from the pnncipal meridian of the

Raaf carron of ‘A document whtch states that the party agrees
oil qnd(;gs N éwrth the terms and provisions of a certain
Lease 44 goceribed -oil; and. gas Jease s if he had

: per;onallyexecutedthelease This is used when

e  either own a reversionary interest, of are

“ "4 heirs 1o an estate and do nat execute an oil and
gas lease. See Chapter 6-D, page 34 for an
Lo - example.

Lo el
Record Check The action’ of researching the county records to
prepare an ownership report.

: “-— S R -m:‘ e U

Remmdcrmcn A rcversxomry mtemt owner who docs mt fully
: -peceive title to the property until the death of the

= ,,ufg kl}@ﬂt.

Eory T
Requmfm " "This occurs’ when ownerslup is quest;onable (or
. - ouded). “The title sttarney that prepares | the
o o ,,jtle opinion will detail the problems and request

o spec:ﬂcdocmnemsmordettom (clear up) the
g -~ defects.” uirements usually have to be cured
before prOductlon payments will be paid on that
specific interest.

R E i R At T
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CeweleaRdds el phaat o vl . ) . B “.l5 |
Reversionary..... , An ipjgrest that does not vest until & specific
. IM{I’#SI YT aﬁfoﬂd“ioniﬁ me" . (i‘ . E” i
“Ro _’wltyi vt e percent'(or fraction) retained by the inineral
! owner if*a producing well is drilled. See Chapter

4-C. . ' :
Section A piece of land, one square mile in area (640
acres) forming one of the 36 subdivisions of a

township. i

Section,Thecoordinates of a specific piece of land. See
Township & - +0<4 glso” individual definitions on each word for

Range (S-T-R) - further meanings. These are usually abbreviated .. -

in this form: 34-TION-R3W, meaning Section
34, ]‘pwnggip_lo North; Range 3 West.s -

! LR

PIRE S N I

Size of Unit The area allocated to 2 specific well, Each
e myglt_y interest owner within the unit is entitled
. to receive his p;ppotﬁon‘age share of income, and

“ each working interest owner is required to pay
~ his proportionate share of the costs.

Lot
B

' Southga.w "Aterm (and abbreviation) used when referring to
Quarter (SE/{) . the “southern and eastern-most quarter of a
L., specifie area. The SE/4 contains 160.00 acres.

" E v :

Southwest A term (and abbreviation) used when referring to

( Quarter (SW/4)  the southern and western-most quarter of a
specific area. The SW/4 contains 160.00 acres.
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Spacing The apphcatnon is a request filed with the OCC
Application ., .. defining the area of land to be allocated to a well
and Order ina speclflc formaqon The order is issued by

the OCC after the hearing. Spacing regulates the

«: .o, pumber and locations of wells in a speclfnc :

VL Teseryolr, o s

Surface Omzcr The person (or the enmy) that owns the surface
R .nghts fo thg spec;ﬁc mct

Surface The act of 'owni.nz"the surface rights on a

Ownership specific tract of land. OR the document

v s prepared theough 8 pecord check which describes
s ,;hetractandnam%mquners s

t'!‘h@ o:l storag; facilu;gs at the well site. Usually
includes two or three tanks per location and
~ each tank holds 200 - 300 barrels of oil.

L A A CEIHE L B o P t

IS
*

R T T _
Title Aqorney . . The _lqyyyg[ who researches the records at the :

sk 2, County Cléfk‘g oﬁ;ce and determms the vanous
Dxeen QVRETS, :

Y s

e Opmum b, T, Actyal, docume em which specifies Q-he
“bin oo QURGTSHIR, . percentages  and  any - title

P i? s 1,“;mqurem?m§ p&déq 10 clear: Questions " of
ownership. 'This is usyally done in place of an

qbstract :

%
i
t
i
o
i
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Top-Lease ~ Anoil and gas lease which is executecii prior to

the expiration of another oil and gas lease and
will become valid at the expiration of the first
lease, if drilling, completion, etc. activity is not
ongoing at the time of the expiration. See
Chaptes 4-E.~ '

Township A division of teritory in surveys of U.S. public
owned land. Each township contains 36 sections
(or 36 square miles). ‘

Tract The term used in the industry that describes (and
- usually pumbers) an area of land. A tract is
comprised when mineral- ownership and
fractional porti,o_ns are common. Tract division
occurs when mineral conveyances are made on

only a portion of the entire tract.
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