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Example #1 – Lease Well 
 
 
Beetle Bailey #1 
 
 Joint Operating Agreement provides for all WI owners to share proportionately as to 

the first 1/8 
– WI Parties, subject to JOA 

 Sarge Oil & Gas Corp.  50% GWI 
 General Petroleum Company 25% GWI 
 BB Minerals, Inc.   25% GWI 

  
 One (1) Oil and Gas Lease, granted by Beetle Bailey 

 Covering the NE/4 of Sec 4, T19S, R29E, Eddy County, New Mexico 
 Provides for a 1/8 RI 
 Lessor owns 100% of the Minerals 

 
 Lease Well  

 No pooling agreement 
 Well spacing is limited to NE/4 of Sec 4, T19S, R29E (i.e. the exact 

description of the above oil and gas lease) 

28

Example #1:  Lease Well
Beetle Bailey #1  - 160 Acres
Royalty Interests:
Beetle Bailey
100% MI x 12.5% RI = 12.50% Net RI
(can also be expressed as 1/8)

Working Interest Owners:
Sarge Oil & Gas Corp.
50% GWI x (100% - 12.5%)  =   43.75% Net WI
(can also be expressed as 50% of 7/8)

General Petroleum Company
25%GWI x (100% - 12.5%)  = 21.875% Net WI
(can also be expressed as 25% of 7/8)

BB Minerals, Inc.
25% GWI x (100% - 12.5%) = 21.875% Net WI
(can also be expressed as 25% of 7/8)

DOI InterestsDOI Interests
.12500000  RI

.43750000   WI

.21875000   WI

.21875000 WI

1.00000000 TOTAL
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Example # 2:   Assignments, Conveyances & Bills of Sale 
Affect on DOI  
 
 Beetle Bailey has decided to convey a 1/8 mineral interest to his cousin, George Bailey and 

wife, Joy Bailey. 
 
 How will this affect our existing DOI on the Beetle Bailey #1? 
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Example #2:  Beetle Bailey #1
After Conveyance to George Bailey & Joy Bailey

Royalty Interests:
Beetle Bailey
87.5% MI x 12.5% RI = 10.9375% Net RI
(can also be expressed as 7/8 x 1/8)

George Bailey & Joy Bailey
12.5% MI x 12.5% RI = 1.5625% Net RI
(can also be expressed as 1/8 x 1/8)

Working Interest Owners:
Sarge Oil & Gas Corp.
50% GWI x (100% - 12.5%)  =   43.75% Net WI
(can also be expressed as 50% of 7/8)

General Petroleum Company
25%GWI x (100% - 12.5%)  = 21.875% Net WI
(can also be expressed as 25% of 7/8)

BB Minerals, Inc.
25% GWI x (100% - 12.5%) = 21.875% Net WI
(can also be expressed as 25% of 7/8)

DOI InterestsDOI Interests
.10937500  RI

.01562500 RI

.43750000   WI

.21875000   WI

.21875000 WI

1.00000000 TOTAL

 
 
 
 
 
 
 
 
 
 
 



 Page 4 
 

 
Testate Probate 
Affect on DOI 
 
 
 George Bailey is now deceased.  His Will has been admitted to Probate in Eddy County, 

New Mexico  (i.e. the location of the Bailey #1 well). 
 
 His Will states that Joy’s 50% of the community property shall be owned outright by Joy.  

George’s share – i.e. the remaining 50% - is to be split between his 2 children, Donald and 
Susan. 
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Example #3:  Beetle Bailey #1
After Testate Probate on Estate of George Bailey

George Bailey & Joy Bailey
12.5% MI x 12.5% RI or 1.5625% RI is now vested as:

Joy Bailey
50% x 12.5% MI x 12.5% RI =  .78125% Net RI

Donald Bailey
25% x 12.5% MI x 12.5% RI  =  .390625% Net RI

Susan Bailey
25% x 12.5% MI x 12.5% RI  =  .390625% Net RI

DOI InterestsDOI Interests

0.00781250  RI

0.00390625  RI

0.00390625 RI

0.0156250 TOTAL
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Intestate Probate 
Effect on DOI / Scenario #1 
 
 
 George Bailey is now deceased.  
 The Death Certificate indicates that he died on October 13, 1997.  
 He left no Will 
 Affidavit of Heirship lists his heirs as: 

 Joy Bailey – surviving spouse 
 Donald Bailey – son, age 24 
 Susan Bailey – daughter, age 20 
 Both Donald and Susan are the children of George Bailey and of Joy Bailey. 
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Example #4:  Beetle Bailey #1
After Demise of George Bailey, who died Intestate
Scenario #1

New Mexico Property / Texas Property
George Bailey & Joy Bailey
12.5% MI x 12.5% RI or 1.5625% RI is now vested as:

Joy Bailey
100% x 12.5% MI x 12.5% RI = 1.5625% Net RI

 Per New Mexico Law, if the Date of Death is after July 1, 1973, the 
Surviving Spouse inherits 100%

Let’s suppose this property is located in Texas.  
The Ownership would vest the same.

 Per Texas Law, if a person dies without a Will, owning community
property –

• If all children are the issue of the decedent and the surviving 
spouse, the surviving spouse receives 100% of the 
Community Property.

• If all children are not the issue of the decedent and the 
surviving spouse, the surviving spouse receives his/her 
50% outright.  The remaining 50% is then vested in equal 
shares to all issue of the decedent.

DOI InterestsDOI Interests

0.01562500 RI

0.0156250 TOTAL
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Intestate Probate 
Effect on DOI / Scenario #2 
 
 
 George Bailey is now deceased.  
 The Death Certificate indicates that he died on October 13, 1997. 
 He left no Will 
 Affidavit of Heirship lists his heirs as: 

 Joy Bailey – surviving spouse 
 Donald Bailey – son, age 24 

 Donald is the son of George Bailey and Maryanne Bailey, who is now 
deceased 

 Susan Bailey – daughter, age 20 
 Susan is the daughter of George Bailey and of Joy Bailey. 
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Example #4:  Beetle Bailey #1
After Demise of George Bailey, who died Intestate
Scenario #1

New Mexico Property / Texas Property
George Bailey & Joy Bailey
12.5% MI x 12.5% RI or 1.5625% RI is now vested as:

Joy Bailey
100% x 12.5% MI x 12.5% RI = 1.5625% Net RI

 Per New Mexico Law, if the Date of Death is after July 1, 1973, the 
Surviving Spouse inherits 100%

Let’s suppose this property is located in Texas.  
The Ownership would vest the same.

 Per Texas Law, if a person dies without a Will, owning community
property –

• If all children are the issue of the decedent and the surviving 
spouse, the surviving spouse receives 100% of the 
Community Property.

• If all children are not the issue of the decedent and the 
surviving spouse, the surviving spouse receives his/her 
50% outright.  The remaining 50% is then vested in equal 
shares to all issue of the decedent.

DOI InterestsDOI Interests

0.01562500 RI

0.0156250 TOTAL
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Intestate Probate 
Affect on DOI / Scenario #2 
 
 George Bailey is now deceased.   
 He left no Will 
 Affidavit of Heirship lists his heirs as: 

 Joy Bailey – surviving spouse 
 Donald Bailey – son, age 24 

 Donald is the son of George Bailey and Maryanne Bailey, who is now 
deceased 

 Susan Bailey – daughter, age 20 
 Susan is the daughter of George Bailey and of Joy Bailey. 
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Example #4:  Beetle Bailey #1
After Demise of George Bailey, who died Intestate
Scenario #2

New Mexico Property

George Bailey & Joy Bailey
12.5% MI x 12.5% RI or 1.5625% RI is now 

vested as:

Joy Bailey
100% x 12.5% MI x 12.5% RI = 1.5625% Net RI

 Per New Mexico Law, if the Date of Death is 
after July 1, 1973, the Surviving Spouse 
inherits 100%

DOI InterestsDOI Interests

0.01562500 RI

0.0156250 TOTAL
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Example #4:  Beetle Bailey #1
After Demise of George Bailey, who died Intestate
Scenario #2

If this is a Texas Property
George Bailey & Joy Bailey
12.5% MI x 12.5% RI or 1.5625% RI is now vested as:

Joy Bailey
50% x 12.5% MI x 12.5% RI = .78125% Net RI

Donald Bailey
50% x 50% x 12.5% MI x 12.5% RI = .390625% Net RI

Susan Bailey
50% x 50% x 12.5% MI x 12.5% RI = .390625% Net RI

 Per Texas Law, if a person dies without a Will, owning 
community property –

• If all children are the issue of the decedent and the surviving 
spouse, the surviving spouse receives 100% of the 
Community Property.

• If all children are not the issue of the decedent and the 
surviving spouse, the surviving spouse receives his/her 
50% outright.  The remaining 50% is then vested in equal 
shares to all issue of the decedent.

DOI InterestsDOI Interests

0.00781250  RI

0.00390625 RI

0.00390625 RI

0.0156250 TOTAL
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Example # 5:  Pooled Unit 
Family Circus #1  
 
 640 Acre Spacing  

 All of Section 10, T17S, R31E 
 Pooling Agreement, executed by all parties, in place 
 All leases subject to the Pooling Agreement contain a Pooling Clause 
 Joint Operating Agreement (“JOA”) provides for all WI Parties to bear 

burdens proportionately up to 25% 
 
 5 Oil & Gas Leases (Covering All of Sec 10, T17S, R31E) 

 Granted from Blondie & Dagwood Bumstead to Barfy Oil & Gas 
 Covers a 100% Mineral Interest in the NE/4 NE/4 and a 75% 

Mineral Interest in the NW/4 
 Reserves a 1/8 Royalty Interest 

 Granted from Hiram & Lois Flagstaff to Bill & Thel Minerals 
 Covers a 100% Mineral Interest in the NW/4 NE/4 
 Reserving a 3/16 Royalty Interest. 

 Granted from Alexander Bumstead to Barfy Oil & Gas 
 Covers a 50% Mineral Interest in the S/2 NE/4 and a 12.5% Mineral 

Interest in the NW/4 
 Reserves a 1/8 Royalty Interest 

 Granted from Cookie Bumstead to Barfy Oil & Gas 
 Covers a 50% Mineral Interest in the S/2 NE/4 and a 12.5% Mineral 

Interest in the NW/4 
 Reserves a 1/8 Royalty Interest 

 Granted from Chip Flagstaff, Trixie Flagstaff, Ditto Flagstaff and Dot 
Flagstaff to Sarge Oil & Gas Corp. 
 Covering a 100% Mineral Interest, in equal shares, in the S/2 
 Reserves a 25% Royalty Interest 
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Example #5:  Pooled Unit
Family Circus #1:  Tract Information
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Example #5:  Pooled Unit
Family Circus #1:  Ownership by Tract
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Example #5:  Pooled Unit
Family Circus #1: Unit Ownership Summary
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Example #6:  Sliding Scale Royalties   
Family Circus #1 
 
 
 Barfy Oil & Gas Corp has negotiated a Settlement Agreement with Blondie & Dagwood 

Bumstead 
 

 Amends the royalty provision in their Oil & Gas Lease to provide for a sliding scale 
royalty provision 

 Royalty will increase to 3/16 (or 18.75%) when production exceeds 5000 MCFD 
 Said Sliding Scale is limited to their interest only, and will be proportionately 

reduced, accordingly 
 Said Amendment is limited to the wellbore of the Family Circus #1 
 Joint Operating provides for all WI owners to share proportionately as to 1/8 

royalties 
 
 How will this affect the DOI? 

 If production is less than or equal to 5000 MCFD, there is no change. 
 If production is greater than 5000, the Royalty of Blondie & Dagwood Bumstead will 

increase to 3/16 
 What other interests are affected? 
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Example #6:  Sliding Scale Royalty
Family Circus #1:  ≤ 5000 MCFD
Ownership by Tract
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Example #6:  Sliding Scale Royalty
Family Circus #1:  ≤ 5000 MCFD
Unit Ownership Summary
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Example #6:  Sliding Scale Royalty
Family Circus #1:  > 5000 MCFD
Ownership by Tract
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Example #6:  Sliding Scale Royalty
Family Circus #1:  > 5000 MCFD
Unit Ownership Summary
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Example #7:  Farmout Agreement 
Family Circus #2 
 
 
 The Working Interest Parties in the Family Circus #1 decide to drill a second well – the 

Family Circus #2 
 The second well will have the same 640 acre spacing as the Family Circus #1 

 
 Sarge Oil & Gas Corp. decides NOT to participate in the #2 well and farms out it’s interest 

to Bill & Thel Minerals,  
 Reserves an ORRI of 30% less existing burdens 
 Agreement provides for a 25% back-in, proportionately reduced, after payout 

 
 How will this affect the DOI? 

 Whose interest will this affect? 
 Which tracts are affected? 
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Example #7:  Farmout Agreement
Family Circus #2: BPO Ownership by Tract
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Example #7:  Farmout Agreement
Family Circus #2: BPO Unit Ownership Summary
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Example #7:  Farmout Agreement
Family Circus #2:  APO Ownership by Tract
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Example #7:  Farmout Agreement
Family Circus #2:  APO Unit Summary

 
 
 
  



 Page 23 
 

Example #8: Joint Operating Agreement 
Family Circus #2 
 
 
 The Working Interest Parties in the Family Circus #1 decide to drill a second well – the 

Family Circus #2 
 The second well will have the same 640 acre spacing as the Family Circus #1 

 
 
 Sarge Oil & Gas Corp. decides NOT to participate in the #2 well and elects to go Non-

Consent per the terms of the JOA   
 All other Working Interest Parties absorb their proportionate share of the Sarge 

Non-Consent 
 
 How does this affect the DOI for the Family Circus #2 well? 

 Whose interest does this affect? 
 Is there an Override reserved? 
 Does this affect the Royalty Interests? 
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Example #8:  Joint Operating Agreement
Family Circus #2:  Working Interest Ownership
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Example #8:  Joint Operating Agreement
Family Circus #2:  GWI BPO

 
 
 
 
 
 
 
 
 



 Page 26 
 

91

Example #8:  Joint Operating Agreement
Family Circus #2:  BPO Ownership by Tract
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Example #8:  Joint Operating Agreement
Family Circus #2:  BPO Ownership by Tract
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Example #8:  Joint Operating Agreement
Family Circus #2:  BPO Unit Ownership Summary
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Example #8:  Joint Operating Agreement
Family Circus #2:  APO Ownership by Tract
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Example #8:  Joint Operating Agreement
Family Circus #2:  APO Unit Ownership Summary
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Checklist 1 
Conveyance Documentation Check List: 
      In reviewing the Conveyance Documentation received, please consider – 
 
 
 How was the property owned? 

– Separate Property 
– Community Property 
– Subject to a Life Estate 
– Trustees of a Trust 
– Other 

 
 
 
 Are there any unusual circumstances involving this account? 

– Revenues previously paid to a bank / financial institution per terms of a mortgage 
– Revenues previously paid per terms of a special agreement 
– Subject to a Life Estate 

 Does the Life Estate Owner have authority to transfer this interest? 
 It will be necessary to review the documents creating said Life Estate 

– Suspended Pending Litigation 
– Other 

 
 
 
 Is the Assignor listed on the  Assignment / Conveyance one and the same as set up on the  

company records? 
– If not, does the Analyst have sufficient documentation to establish chain of title 

from the entity on the records into the Assignor reflected on the Assignment / 
Conveyance? 

– If not, what other documentation is needed? 
 For example, if said Assignment is from the Executor(s) of the Estate of 

John Miller, deceased, and the records show this interest credited to John 
Miller, the Analyst  would need the probate proceedings relative to the Estate 
of John Miller. 

 
 If this interest was owned jointly, have all parties executed the Assignment / Conveyance? 

– For example, if said interest is credited to Joe Smith and Carolyn Smith, have both 
joined in the execution of the Assignment / Conveyance? 
 If not, what other documentation is needed? 

– Is one of the parties now deceased? 
– Is the property subject to divorce proceedings? 
– Is the property subject to an additional conveyance? 
– Does one party have Power of Attorney for the other? 
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 Does the Assignment / Conveyance involve an interest that is owned or will be owned in 

Trust? 
– In most states, title is vested in the Trustees of a Trust 
– There are some states – such as Oklahoma, Florida and Kansas where the Trust is 

considered an entity capable of holding title.  There may be other states, as well.    
– It has become a more common practice to accept Deeds whereby the interest is 

conveyed to the Trust, especially if the Trustee and/or Beneficiary are set out in the 
conveyance. 
 When in doubt and before you suspend, consult your Legal Department 

– Please note:  The preparation of a Trust Agreement does not necessarily transfer title into the 
Trustees of said Trust. There must be a conveyance into the Trustees or Trust; or, in the alternative, 
the Trust Agreement itself can contain words of conveyance. 

 
 Does the Assignment / Conveyance contain proper words of conveyance? 

 
 What is the specific interest being conveyed? 

– All 
– Percentage / Fraction of Assignor’s interest 
– Specific Percentage / Fraction / Decimal  – i.e. 20% interest in . . . 
– Is the conveyed interest limited to a certain property / wellbore / county, etc.? 
– Does the Assignor reserve any interests? 
– If conveyance is to multiple parties, does it specify the interest being conveyed to 

each recipient? 
  Does the total of the interests for each recipient total 100% of the interest 

formerly owned by the Assignor? 
 
 
 Does the Assignment reflect a consideration for the grant? 

– This may be “for $10.00 and other valuable consideration…” 
– This may be denoted “for love and affection…” 
– In Texas, there has been recent case law where a consideration is not required when 

the conveyance involves family members. 
 When in doubt, consult your Legal Department. 

 
 What is the effective date of the Assignment / Conveyance? 

– What are your company policies regarding effective date of transfer on your 
ownership records? 

 
 Does the description of the property being conveyed coincide with the legal description 

contained on your company records? 
– If not, is there “Mother Hubbard” language such as – 

 “It is the intent of the Assignor to convey all properties located in Martin 
County, Texas, regardless whether correctly described herein” 
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 “It is the intent of the Assignor to convey all properties located in the State 
of Texas, regardless whether correctly described herein” 

– If not, have you requested the correct Assignment from the Assignee (i.e. recipient)? 
– Please note that it is possible that the description on the Assignment may not match 

exactly with the legal description in your company records.  However, if the lands 
described (or a portion thereof) are encompassed by the lands held by the well / unit 
tract, more than likely you can consider the Assignment applicable to your property. 
 The Henry #1 well is described as the SW/4 of Section 5. 
 You receive an Assignment covering the S/2 of Section 5. 
 Since the SW/4 is a part of the S/2,  the Assignment would be applicable, 

provided all other references, such as Township, Surveys, Blocks, etc. match. 
 
 
 Has the Assignment / Conveyance been executed by the Assignor / Grantor? 

– The Assignment MUST be executed by the Assignor. 
 Has the Assignment / Conveyance been executed by the Assignee / Grantee? 

– Although it is preferred that the Assignment be executed by the Assignee (i.e. 
recipient), it is not uncommon for the Assignment to be executed only by the 
Grantor. 

 Has the Assignment / Conveyance been recorded in the county(s) where the properties are 
located? 
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Checklist 2 Probate Documentation Check List: 
   In reviewing the Probate Documentation (Testate or Intestate) received, please consider – 
 
 
 Name 

– Is the decedent one and the same as set up on the company records? 
 Does Social Security Number on the Death Certificate match the Social 

Security Number on the company records? 
 Are there any unusual circumstances involving this account? 

– Revenues previously paid to a bank / financial institution per terms of a mortgage 
– Revenues previously paid per terms of a special agreement 
– Subject to a Life Estate 

 This interest would vest in the remaindermen of such Life Estate. 
 It will be necessary to review the documents creating said Life Estate. 

– Suspended pending Litigation 
– Other 

 How was the property owned? 
– Separate Property 
– Community Property 
– Subject to a Life Estate 
– Other 

 
 Did the decedent die testate (i.e. with a will)? 

– If so, do you have copies of – 
 Death Certificate 
 Letters Testamentary 
 Order Admitting the Will to Probate 
 Will 

– Note:  If a will has not been admitted to probate, it is as if the decedent had no 
will at all – i.e. intestate, and his/her estate should be split pursuant to Laws of 
Descent and Distribution of the state where the property is located. 

 
 What was the date of death? 

– Was Will admitted to Probate within time frame from the date of death as prescribed 
in the State Statues where the well is located? 

 What was the marital status of decedent at time of death? 
 Has Will been probated in the county(s) where the property / well is located? 
 Are probate proceedings from another state other than the state where the well is located? 
 Are Executors of Estate Independent?   

– If not, all proceedings and divestment into the heirs must be overseen by the probate 
court. 

– Is the Estate to be overseen by a court-appointed Administrator? 
 Letters of Administration would have been issued by the Courts 

 
 How are minerals divested per terms of Will? 
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– Do minerals vest in fee simple – i.e. direct to heirs? 
– Do minerals vest to Trustees of a Trust established in the Will? 
– Do ALL of decedent’s minerals vest the same? 

 Does the Will divest specific properties to specific heirs? 
– Are there any Life Estate interests created? 
– Are there any Term Interests created? 

 For example, is an interest is to be held in trust until certain criteria is met, as 
set out in Will? 

 Were all devisees named in the Will alive at the time of the decedent’s death? 
– If not, does the Will stipulate how interests of a pre-deceased heir / devisee are to be 

split? 
 If decedent has been deceased for a number of years, do you know if all devisees 

named in the will are still living? 
– If not, is further documentation required relative to Estate of a deceased heir / 

devisee? 
– Does Will stipulate how the interest of a deceased heir / devisee should be handled?   

 For example, was this interest a Life Estate, etc? 
 
 Did the Decedent die Intestate (i.e. without a Will)? 

– If so, do you have copies of – 
 Death Certificate 
 Affidavit of Heirship 

– Is Affidavit completed by 2 disinterested parties – i.e. not direct heirs 
of the Estate 

– Some Companies require that the Affidavit of Heirship be recorded 
in the County where the property is located 

 The following factors may determine how the interest should be credited to the heirs, 
especially if there has been changes to the State’s Probate Code – 

– What was the date of death? 
– What was the marital status at the time of death?   

 Did decedent have surviving spouse? 
– Has decedent been married more than once? 
– Are all of the decedent’s children the descendants of the decedent and the surviving 

spouse? 
 If no surviving spouse, nor children, do you have sufficient information on the 

Affidavit of Heirship to transfer this interest per Laws of Descent and Distribution of 
the State where the property is located? 
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A 
abandonment period: the period of time 
prescribed by each jurisdiction after which a 
particular type of unclaimed property 
(unclaimed wages, mineral proceeds, etc.) is 
presumed abandoned or unclaimed by the 
particular jurisdiction. The abandonment 
period generally commences from the date the 
property was payable or distributable. 
 
abstract of title:  compilation of copies of all 
the documents that are on file in a county 
clerk’s or recorder’s office in the county or 
parish courthouse in which the specified 
parcel of land is located.  It reflects the history 
of the property starting with the patent from 
the government in power (sovereignty of the 
soil) and is used to prove title. There are a 
number of title companies who specialize in 
preparing abstracts and the supplements 
thereto, as updating is required. 
 
acknowledgments of documents: a sworn 
notarized statement that a person swears that 
he or she signed “for the purpose and 
consideration therein expressed, and in the 
capacity therein stated”. An acknowledgment 
is a reinforcing statement in which the signer 
declares that he or she accepts the terms of 
the instrument. Acknowledgment is required 
for legal validity of some documents; it is 
optional on others. The practice of using an 
acknowledgment probably arose long ago to 
assist people who had signed under duress. 
Until recently in Texas, there was a Wife’s 
Separate Acknowledgment in which the notary’s 
statement contained the words “. . . and 
having been examined by me privily and apart 
from her husband, and having the same fully 
explained to her. . . .” An acknowledgment is 
required in most states before an instrument 
can be filed of record. 
 
administrator: a person appointed by the 
court to see that the estate of a person who 
dies intestate (without a will) is handled in 
accordance with state laws, etc. An 

administrator is not required in all cases of 
intestacy, but is necessary if the estate has 
unpaid debts or taxes, or is very large.  
 
ad valorem: according to value 
 
adverse possession:  a method of acquiring 
complete title to land as against all others, 
including the record owner, through certain 
acts over an uninterrupted period of time 
 
affidavit of heirship: a sworn statement, 
created by two disinterested persons 
acquainted with an intestate decedent whose 
estate is small, that provides facts about 
marital history, children’s names and ages, 
payment of debts and taxes, and other estate 
facts. It may be used in support of facts, but it 
is not, standing alone, legally admissible as 
evidence. Frequently these are required by 
attorneys when there is some question as to 
the heirs of a property.  
 
aggregate value: the value under which 
items of unclaimed property may be reported 
in total by a holder without reference to a 
description of the particular owner of their 
property. Since many jurisdictions are not 
required by law to advertise for unclaimed 
owners having unclaimed property below a 
certain aggregate value, such jurisdictions, in 
turn, do not require the holder to report the 
owner to them on an individual basis. Some 
jurisdictions may not require very small 
amounts of unclaimed property to be 
reported. 
 
alienable: able to be transferred to new 
ownership 
 
allowable: a limit on the amount of oil or gas 
that can be taken from a producing well 
during a given month. The amount is set by 
the Railroad Commission. The producer’s 
division order department is concerned with 
production as it affects the continuing validity 
of leases from which the company purchases 
production. A rule of thumb for safe lease 
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compliance practice would be a serious 
examination of any lease well not producing 
for a period of ninety (90) days. 
 
arm’s length: the bargaining position of two 
parties that are unrelated to one another and 
whose mutual dealings are influenced only by 
the independent interest of each 
 
ancillary proceedings: supplemental 
proceedings required by a state in which realty 
is located to adjudicate title questions under 
local state law. The proceeding is 
supplemental to proceedings of another state 
in which the will was probated. 
 
apparent owner: the person who, from the 
books and records of the holder, apparently is 
entitled to unclaimed property held, issued, or 
owing by a holder 
 
assignment: a transfer or conveyance of title 
to property. The term applies to such 
instruments of conveyances as an assignment 
of lien, a leasehold assignment, and others. 
 
attestation: an affirmation or authentication. 
Wills in Texas can be attested by two or more 
credible witnesses over the age of fourteen 
signing their names on the will in the presence 
of the testator. Corporate attestation is the 
signing of a document by the officers or 
others approved by the corporation’s board of 
directors. Corporate attestation may also 
mean affixing the corporate seal, which is 
generally performed by the corporate 
secretary. 
 
attorney in fact: see power of attorney 
 
B 
barrel: forty-two (42) U.S. gallons 
 
beneficial interest: the interest of the 
beneficiaries, as opposed to the interest of the 
trustee who hold the legal title 
 

beneficiary: one receiving (or designated to 
receive) benefit or advantage, or one who is in 
receipt of benefits, profits or advantage 
 
bequest: a gift made by will of real or 
personal property 
 
bona fide purchaser: one who pays a 
valuable consideration, has no notice of 
outstanding rights of others and who acts in 
good faith 
 
bonus: compensation for granting a lease; 
payment to induce the lessor to execute the 
lease 
 
BTU: British Thermal Unit 
 
burden: royalty and overriding interest that 
working interest owners are responsible for 
 
business association: a corporation, joint-
stock company, business trust, partnership or 
association for business purposes of two or 
more individuals 
 
C 
capacity:  mental ability to make a rational 
decision 
 
casinghead gas: a by-product of oil 
production. For accounting purposes, this 
product will generally be accounted for 
separately. Its division of interest is usually the 
same as that of oil. 
 
Christmas tree: final well head to control 
pressure and the flow of gas from the well 
 
certified copy: a copy of an instrument that 
is on file in a county clerk’s office that is 
sworn to be a true copy of the original on file. 
The clerk or a deputy clerk makes the copy 
and certifies it. 
 
coalbed methane gas: coalbed gas is a form 
of natural gas extracted from coal beds 

http://en.wikipedia.org/wiki/Natural_gas�
http://en.wikipedia.org/wiki/Coal�
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codicil: a modification to a will. A codicil 
may be added to the original will, or it can be 
a separate instrument. In either case, it is 
handled with the same formality as the 
original will. 
 
commingling1: combining production from 
more than one zone in one well or from more 
than one well or lease in the same storage 
tank. For accounting purposes, it is often 
necessary to meter the production from each 
zone or well or lease before it enters the tank.  
 
commingling2: mixing married persons’ 
separate property, which commingling then 
causes the property to become community 
property   
 
communitization: consolidation of two or 
more federal or state leases to form the 
spacing or proration unit.   
 
community property: all property that a 
husband or wife acquires by their joint efforts 
during their marriage 
 
condensate: a liquid by-product of gas well 
production. It is generally accounted for on 
the same basis as gas production. 
 
condition: the equivalent of “requisite” or 
“requirement; something attached to and 
made a part of a grant or privilege 
 
consideration: The benefit required to make 
a contract valid. 
 
constructive notice: that notice which is 
presumed by law to have been acquired. It is 
often accomplished by the posting of notices 
or by the mailing of notification  
 
conveyance: an instrument that transfers title 
to property; the legal process of transferring 
property from one owner to another. The 
term includes, but is not limited to, deed, 
assignments, and gifts. 
 

co-ownership or co-tenancy: two or more 
persons, corporations, or entities hold joint 
title to property. The owners are known as 
co-tenants, run with the property, and do not 
cease when ownership changes.  
 
 
corpus: the principal of an estate, devise or 
bequest from which income is derived 
 
covenant: an agreement or promise to do or 
not do a particular thing; a promise incidental 
to a deed or contract, which is either express 
or implied 
 
curative statute: a statute enacted to remedy 
a defect in previously enacted legislation 
 
current balance: the amount due to and held 
for an owner after any payments in a series of 
payments generated from an owner’s interest 
in unclaimed property (such as a series of 
royalty payments paid on an owner’s interest) 
have been paid. The current balance payments 
are presently reportable as unclaimed 
property. Some of the payments may not have 
been held for the full abandonment period. It 
is advisable to check with counsel with regard 
to (1) whether a particular jurisdiction has a 
current balance provision, and (2) if so, 
whether the current balance provision applies 
to the specific type of unclaimed property in 
question. 
 
curtesy right: a husband’s right, after his 
wife’s death, to certain kinds of property that 
she had inherited 
 
D 
deed: a legal document that is signed and 
delivered, especially one regarding the 
ownership of property or legal rights; a 
written instrument that transfers title to realty. 
See also deed of trust, quit claim deed, and 
warranty deed.  
 
deed of trust: a conveyance of title to a 
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trustee to secure a loan; a type of mortgage. If 
the loan is unpaid and foreclosure is 
necessary, the trustee sells the property and 
pays the sale proceeds to the lender. Deeds of 
trust are widely used by banks to secure realty 
loans. Three parties are involved: (1) grantor 
(the land owner-borrower), (2) trustee, and (3) 
the lending institution (the beneficiary of the 
deed of trust).  
 
delay rental: compensation for deferred 
drilling; a payment by a lessee for deferred 
drilling rights under an oil and gas lease. The 
amount of and due date for payments are 
stipulated in the lease. Payments are necessary 
to maintain the lease and avoid cancellation 
for non-drilling. In most cases, these 
payments cease when royalty payments are 
made. 
 
depth limitation: a specification of the depth 
below the surface of the ground from which 
production can be taken. Limitations should 
be shown on division orders and transfer 
orders. All leases or conveyances should be 
checked for limitations.  
 
descent: transmission of real or personal 
property of someone who died intestate; 
order of inheritance established by state 
governments to determine property 
ownership when the former owner dies 
without a will 
 
devise: a gift of real property given by will; 
devise, bequest, and give are interchangeable. 
 
devisee:  a person who receives real or 
personal property under the terms of a will.  
 
division of interest: a list of the owners or 
payees of production from a property. Usually 
this listing includes whether they own a 
royalty, overriding royalty, or working interest. 
It may include decimals and/or fractions. 
 
division order: an authorization to one who 
has a fund for distribution from persons 

entitled to the fund as to how it is to be 
distributed. In the oil and gas industry, 
division orders are entered into by royalty 
owners to sell oil and to give instructions for 
payment of delay rentals, royalties, and other 
payments under a lease. Working interest 
owners also commonly sign division orders to 
give instructions to the purchaser of 
production for payment of the proceeds of 
sale. (John S. Lowe, Professor of Law at the 
University of Tulsa, Tulsa, Oklahoma) 
 
domicile (also domicil): the state of 
incorporation of a corporation. Also the state 
of the principal place of business of an 
unincorporated person 
 
donee: a person who receives a gift 
 
dower: a widow’s share for life of her 
husband’s estate    
 
due diligence: such a measure of prudence, 
activity, or assiduity as is properly to be 
expected from, and exercised by, a reasonable 
and prudent man under particular 
circumstances; not measured by an absolute 
standard, but depending on the relative fact of 
this special case 
 
due diligence (as it relates to unclaimed 
property): furnishing written notice to the 
apparent owner of unclaimed property (held 
by the holder at the time prescribed by law), 
including the name of the apparent owner, on 
an unclaimed property report to a particular 
jurisdiction. Some jurisdictions have a 
monetary threshold exempting small amounts 
from the due diligence requirements.   
 
E 
easement: a right of use of another’s land for 
a special purpose, for example, a utility 
pipeline or access easement. It is an 
incorporeal right only; it carries no ownership 
of property. Easements always run with the 
property and do not cease when ownership 
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changes.  
 
ejusdem generis:  of the same kind (Lat). A 
rule of statutory construction, generally 
accepted by both state and federal courts, that 
“where general words follow enumerations of 
particular classes or persons or things, the 
general words shall be construed as applicable 
only to persons or things of the same general 
nature or kind as those enumerated.” 
 
entirety clause: A clause in the lease for the 
benefit of the Lessee to make it clear to 
lessors or subsequent transferees of the lessor, 
that the inside property lines created by later 
divisions of the fee ownership or by royalty 
conveyances will not affect the lessee's duties 
of development and operation (i.e., especially 
will not add additional burdens or obligations) 
 
entitlements vs. deliveries: the 
philosophical approach as to the proper way 
to pay royalty owners when one or more 
working interest owners are not marketing 
their share of production. 

entitlements — each royalty owner is 
paid monthly for his or her pro rata 
share of production, just as if the 
working interest owner(s) who holds 
the lease were marketing his or her 
share of production. These are out-of-
pocket payments by the working 
interest owner because he or she is 
paying the full royalty each month 
while not selling any gas. The working 
interest owner will get paid back when 
he or she begins to market his or her 
share of gas, plus make-up, at a later 
date. 
 
deliveries — each working interest 
owner pays his or her royalty owners 
only when the working interest 
markets his or her share of 
production. No out-of-pocket loss 
revenue is realized by the working 
interest owner. 

 
escheat: reversion of title to property to the 
state because of inability to determine 
ownership or to locate a person or persons 
claiming such interest. The period prior to 
escheat varies with the state and nature of the 
property. 
 
estates in land: the various types of land 
ownership, including: 

fee simple — highest estate; complete 
and absolute ownership without any 
limitations. Minerals can be severed 
from surface ownership, so it is 
possible for one person to have fee 
simple title to the surface estate and 
another to have fee simple in the 
mineral estate.  
 
life estate — second highest estate, 
lasting during a person’s lifetime. The 
life tenant has no say in its final 
disposition. What is left after the 
owner dies is called the remainder. A 
remainder is a present interest in land 
of the designated owner, but 
occupancy or enjoyment is deferred 
until the life estate owner dies. It is 
conceivable an owner would try to 
convey his life estate to someone else, 
but the property will still revert to the 
remainderman upon the original 
owner’s death. 
 
term of years — third highest estate; a 
lease that provides for a fixed term of 
tenancy or calendar ending 
 
co-ownership (co-tenancy) — Simultaneous 
ownership of realty by two or more 
persons. Owners may have survivor-
ship (the survivor owns it all) if it is a 
joint tenancy. No survivorship exists if 
the owners are tenants in common. 
 
community property — property owned 
equally by husband and wife. Most 
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property of a married couple is consi-
dered community unless otherwise 
specifically identified as separate 
property.  
 
separate property — property owned 
entirely by one spouse. Property 
owned before marriage by one spouse 
or received after marriage by gift or by 
inheritance is separate. 

 
et ux/et vir: and wife/and husband (Lat.) 
 
excess gas sales contracts: a sales contract 
that sets terms of purchase of the gas which is 
produced over and above the cap contained in 
the original contract. A traditional contract 
often contains a cap on the amount of gas 
that a purchaser is obligated to take on a 
monthly basis. As a prospect is developed and 
more wells are drilled, a producer may be 
capable of producing more gas than the 
purchaser is willing (and obligated) to take. In 
these cases, an additional gas contract will be 
entered into, sometimes, but not necessarily, 
with the same purchaser. The excess gas will 
be purchased under the terms of this 
additional contract. 
 
excess royalty interest: an interest in excess 
of the usual one-eighth (1/8), such as three-
sixteenths (3/16) rather than two-sixteenths 
(2/16).  
 
executor(male)/executrix (female): a person 
or corporation named in a will to carry out the 
will terms. An independent executor acts without 
orders or the court. An executor’s (or 
administrator’s) function is to see that all of 
an estate’s debts are paid and to distribute the 
property to the devisees (or heirs).   
 
executory right:  not fully accomplished or 
completed, but contingent upon the 
occurrence of some event or the performance 
of some act in the future 
 

exemplified copy: a copy of a will and order 
probating the will. It varies from the usual 
certified copy in that it includes a certificate 
for the judge and clerk each to sign, certifying 
that the other is a duly authorized and official 
copy.  
 
 
 
F 
farm out agreement: an agreement by which 
one who owns an oil and gas lease (the farmor) 
agrees to assign to another (the farmee) an 
interest in the lease in return for drilling, 
testing, and operations on the lease. 
 
fee simple determinable: ownership of 
property only when a certain event happens 
 
fee simple title: A permanent and absolute 
tenure of an estate in land with freedom to 
dispose of it at will (See Estates in Land) 
 
feme sol: a single woman, including a widow 
who has not remarried (Fr.) 
 
force majeure: unforeseeable circumstances 
that prevent someone from fulfilling a 
contract 
 
four corners: the doctrine that requires that 
the meaning of a document be derived from 
its entire contents as they relate to one 
another and not from its individual parts 
 
full share of gas: the amount of an owner’s 
gas determined in accordance with the 
provisions of the Operating Agreement’s 
leasehold/billing interest 
 
G 
gas balancing: the process by which owners 
having an interest in gas from a well reduce or 
increase their take from the well to insure that 
each owner receives his or her proportionate 
share of production. Basic methods of gas 
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balancing include: 
balancing in kind — the underproduced 
party takes a certain percentage of the 
overproduced party’s gas until the 
imbalance has been made up 

 
periodic cash balancing — the 
underproduced party receives cash  
 
and the production is immediately 
brought into balance 
 
cash balancing upon depletion — the 
overproduced party accounts to the 
underproduced party in cash upon 
depletion 
 

gas banking storage agreement: a term 
used to describe an agreement between 
concurrent owners of interest in gas 
production where fewer than all the owners 
have entered into a contract of purchase and 
sale of the gas produced. Under the 
agreement, the producers agree that the gas 
sold belongs to the selling parties and that the 
non-selling parties have the right to produce 
sufficient volumes in the future to recover 
their share of the reserves. 
 
gas classification: each of the price 
categories provided or established pursuant to 
the Natural Gas Policy Act of 1978, by any 
authority having the right to establish 
categories thereunder or pursuant to any other 
applicable statute or judicial decision 
establishing gas price categories, including gas 
not subject to price regulation, which shall be 
considered as a separate category 
 
gas contract: an agreement for sale of gas by 
working interest owners entitled to the gas to 
the pipeline or gas plant 
 
gas reserves: the total original proven 
recoverable gas in place in a formation, which 
has been proven by production, underlying a 
lease of unit well 

 
general warranty deed: a deed that warrants 
that the grantor has the title he or she claims 
he or she has. It purports to convey property 
free and clear of all encumbrances, except 
those noted in the instrument.  
 
grant: to give title by deed or other 
conveyance instrument 
 
 
grantee: a person to whom a grant or 
conveyance is made 
 
grantor: a person or institution that conveys 
property to another 
 
gravity (specific gravity): measure of oil 
density that is used in price determination  
 
guardian: person appointed by the court to 
handle the affairs of another person (non 
compos mentis [not of sound mind] or a minor). 
Two types are (1)of person, and (2) of estate 
or property. Known in some states as 
conservator. 
 
H 
habendum clause: that clause of the deed 
which names the grantee and limits and 
defines the estate to be granted 
 
heirs: those who take realty by intestacy 
 
heritable estate:  that portion of the 
intestate’s estate that may pass by inheritance, 
after providing for dower or curtesy rights, 
homestead rights, any statutory rights granted 
the surviving spouse and minor children and 
the costs of the administration of the estate   
 
holder: any person in possession of property 
belonging to another subject to an unclaimed 
property law, or any person indebted to 
another on any obligation subject to an 
unclaimed property law 
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homestead: any house, out-buildings, and 
surrounding land that is owned and used as a 
dwelling by the head of the family 
 
hydrocarbon: a compound of hydrogen and 
carbon, such as any of those that are the chief 
components of petroleum and natural gas 
 
 
 
I 
inalienable: not able to be transferred to new 
ownership 
 
indemnification agreement: a hold harmless 
agreement. Can be in various forms, such as a 
letter or a paragraph inserted in a division 
order to protect a company against possible 
liability 
 
individual capacity: for one’s self 
 
in lieu letter: a letter in lieu of transfer 
and/or division orders. Companies having 
many transfers often request such a letter 
rather than a separate division order or 
transfer order for each property. A separate 
division order or transfer order for each lease 
is preferable. A copy of the letter is placed in 
the division order folder for each lease, along 
with a dummy transfer form with vital 
information filled in, i.e., lease name and 
number, effective date of transfer, and names 
of transferor and transferee. 
 
interest:  the legal concern of a person in real 
property, or in the right to some of the 
benefits or uses from which the property is 
inseparable. 
 
inter vivos: among the living (Lat.) 
 
intestacy: condition of dying without a will. 
Distribution of property falls under state 
descent and distribution codes 
 
intestate: property owner dies without a will 

 
J 
JOA sales: generally taken to mean that the 
operator of a property is sharing the revenue 
which he or she receives from the sale of gas 
production with non-operators, who are not 
individually marketing their share of 
production. Often documented only by the 
division order or transfer order that is in place 
 
joint operating agreement (J0A): contract 
entered into between two or ore interested 
parties to cover joint acquisition, exploration, 
and development of oil and/or gas properties 
 
joinder: the consent to an agreement or 
document by a party who has an interest in 
the subject matter of the agreement or 
document, but who is not him- or herself an 
active party to the agreement or document. 
 
jurat: the clause appearing at the end of an 
affidavit reciting the date, location, and person 
before whom the statement was sworn 
 
joint tenancy: an interest in property 
consisting of a single estate in land or other 
property owned by two or more persons, 
created by the same grantor or grantors under 
one instrument and, at one time, with all such 
persons having an equal right to share in the 
use and enjoyment of the property during 
their respective lives and being entitled to the 
full ownership of such property upon the 
death of each other such person 
 
joint venture: a partnership for a specific 
development, such as a well or a lease. The 
joint venture owners do not usually operate 
the lease, but are responsible for their share of 
the costs or production. The lessee is usually 
the operator of the lease, but occasionally one 
of the other owners handles the operation. 
 
L 
lapse: a situation in which a devise or legacy 
cannot take effect because the devisee or 
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legatee has predeceased 
 
last known address: a description of the 
location of the apparent owner of unclaimed 
funds sufficient for the purpose of the 
delivery of mail 
 
lease: a legal instrument that the owner of 
mineral rights executes to grant minerals to 
another. Oil companies call this an Oil, Gas 
and Mineral Lease (OGML). Each lease has to 
be interpreted according to its own terms. A 
lease will usually specify that if minerals are 
not produced in commercial quantities for a 
specified period of time, the lease will lapse 
and the minerals will revert to the lessor. 
Note: The question of lease validity 
frequently arises in division order department 
work; analysts should investigate extended 
lapses in production. 
 
leasehold: the estate in real property of a 
lessee, created by a lease. It generally refers to 
an estate whose duration is fixed, such as an 
estate for years.  
 
leasehold estate: pertaining to the working 
interest share of a lease 
 
legatee: one who takes a gift or bequest by 
will 
 
lessee: the person who receives the lease, 
sometimes called the tenant 
 
lessor: the person who gives title or 
ownership by deed or other instrument to 
another; sometimes called the grantor  
 
letters of administration: a document issued 
by the court naming an administrator to 
handle the estate of someone who dies 
without a will 
 
letters of guardianship: a document issued 
by the court naming a guardian to handle the 
affairs of a minor or some other person who 
is incapable of handling his or her own affairs  

 
letters testamentary: a document issued by 
the court authorizing the executor to transfer 
title to estate assets and to carry out the will of 
a deceased person 
 
lien: a charge upon real or personal property 
for the satisfaction of some debt or duty 
ordinarily arising by operation of law, or the 
security interest created by a mortgage 
(Webster’s). A written Release of Lien 
evidences the termination of the obligation. 
life estate: an interest, right or ownership in 
land whose duration is limited to or measured  
by the life of the person holding it (see 
Estates in Land) 
 
life tenant: a tenant whose legal right to 
remain in possession of certain lands is 
measured either by his life or the life of 
another 
 
limited partnership: an entity in which one 
or more persons, with unlimited liability 
manage the partnership, while one or more 
other persons only contribute capital; the 
latter partners have no right to participate in 
the management and operation of the 
business and assume no liability beyond the 
capital contributed 
 
lis pedens: a suspended lawsuit; a pending 
lawsuit (Lat.) 
 
M 
makeup gas: the amount of gas that an 
underproduced party is entitled to that is 
attributable to the interest in and above his or 
her gross working interest in the well 
 
makeup gas period: the time period during 
which an underproduced owner is making up 
the underproduced volumes of gas 
accumulated during a previous time period in 
which no gas was taken, by taking his or her 
share of the gas plus a percentage of the 
overproduced owner’s gas until the 
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overproduced volumes are eliminated 
 
market-out provision: a provision in a gas 
contract that gives the purchaser the right to 
disconnect a well when, in the purchaser’s 
opinion, the purchase of gas therefrom 
becomes uneconomical due to well or market 
conditions 
 
MCF: One thousand (1,000) cubic feet 
 
metes and bounds: See property 
descriptions 
 
minerals: oil and gas, along with their 
byproducts, such as condensate and 
casinghead gas, as they pertain to an oil and 
gas lease. Minerals in the broader sense are all 
potential products underlying a piece of 
property. 
 
Minerals Management Service (MMS): 
Agency of the federal government which 
received revenue and production reports for 
properties with a federal lease on them.  
Effective in 2010 and 2011 The MMS was 
renamed and reorganized.  After 9/30/2010 
all federal oil and gas revenue is paid to the 
Office of Natural Resources (ONRR).  
 
MMBTU: one million (1,000,000) British 
Thermal Units 
 
mortgage: a written agreement describing a 
debt and stating that there is a lien against the 
specified property to secure payment of the 
debt. The lender is the mortgagee; the payor is 
the mortgagor. Also called a deed of trust. 
 
multiple contract gas wells (one 
purchaser): a term used to describe the 
separate sales by owners having interests in a 
well who have negotiated separate gas 
contracts with one purchaser 
N 
negative report: an unclaimed property 
report in which the holder stats that it has no 

funds or property presumed abandoned under 
a particular jurisdiction’s law. Some 
jurisdictions do not require negative reports 
 
net acre foot: volume of unitized formation 
which contains unitized substances and has an 
area extent of one acre and an average 
thickness of one foot. Determinant 
sometimes used to determine participation in 
a unit 
 
next of kin: those entitled to take personal 
property by intestacy 
 
non compos mentis: Not of sound mind 
(Lat.). Where handling is involved, the court 
names a guardian in Letters of Guardianship 
or Conservatorship. To protect the reputation 
of an owner, this fact is normally not set out 
on the division order but noted internally. 
 
non-dedicated (non-contracted) owner: 
any interest owner in an oil or gas well who 
does not have a gas contract for his or her 
share of gas production and who has not 
entered into any other agreement that governs 
the taking or sharing of gas 
 
notice publication: the practice whereby 
most states, after receipt of a holder’s 
unclaimed property report, publish a public 
notice or notices listing names of apparent 
owners, in alphabetical order, stating the 
address of the state official to contact to 
ascertain the holder of the property and 
advising that if a claim is not submitted to the 
holder by a prescribed date, the property will 
be turned over to the state. 
 
O 
Office of Natural Resources (ONRR):  was 
formerly part of the Minerals Management 
Service (MMS).  It is the agency of the federal 
government which receives revenue and 
production reports for properties with a 
federal lease on them.  Effective in 2010 and 
2011 The MMS was renamed and 
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reorganized.  After 9/30/2010 all federal oil 
and gas revenue is paid to the Office of 
Natural Resources (ONRR).  
 
OGML: Oil, gas, mineral lease 
 
overproduced owner: an owner taking and 
disposing of, during any monthly accounting 
period, more than its full share of the gas as it 
is produced 
 
overproduction: the difference between the 
gas delivered to the pipeline for the account 
of an owner and the owner’s full share of gas 
production, loess its full share of gas used in 
property operations, vented and lost 
 
overriding royalty interest: a part of the 
producer’s share that does not carry any of 
the burden of operating costs. In its simplest 
form, one may think of the relationship 
between the owner of an overriding royalty 
interest and the producer in the terms of the 
former helping the latter with some financing, 
and, if things turn out well, the overriding 
royalty interest owner stands to make a profit 
on his or her investment as long as the lease 
continues to produce. Usually the expiration 
of a lease wipes out any property rights of the 
overriding royalty interest owner, whereas a 
royalty interest owner may still have mineral  
 
rights on which he or she could grant a new 
lease. 
 
owner: any person having a legal or equitable 
interest in property subject to a particular 
unclaimed property law, including, but not 
limited to, a creditor, claimant, or payee. 
 
owner numbers: the number assigned by the 
purchasing company to each interest owner, 
used for identification and accounting 
purposes. It appears on check vouchers and 
various printouts and forms. Occasionally an 
owner will have more than one owner 
number, but this should be only for unusual 
cases. 

 
P 
parish: the Louisiana equivalent of a county 
in other states 
 
partition: to divide into parts by means of a 
legal instrument or document 
 
partnership: a contract of two or more 
competent persons to place their money, 
effects, labor and skil, or some or all of them 
in lawful commerce or business, and to divide 
the profit and bear the loss in certain 
proportions; an association of two or more 
persons to carry on as co-owners a business 
for profit 
 
patent: an instrument by which the 
government conveys a fee simple interest in 
land to another 
 
personal property: things moveable, as 
distinguished from real property or things 
attached to the realty. Also called personalty. 
 
per stirpes: “through or by roots or stocks, 
by representation.” That is, each distribute 
takes in a representative capacity and stands in 
the place of a deceased ancestor 
 
petrochemical: chemical derived from 
petroleum or natural gas 
 
pooling:  aggregating a group of leases to 
obtain in order to form a unit; combining two 
or more tracts of land into a drilling unit of 
prescribed size, which is the maximum area 
that may be economically and efficiently 
drained by one well 
 
possessory interest: a right to exert control 
over certain land to the exclusion of others, 
coupled with an intent to exercise that right 
 
power of attorney: an instrument in writing 
by which one person, as principal, appoints 
another as his agent and confers upon him the 



[Type text] Page 13 
 

authority to perform certain specified acts or 
kinds of acts on behalf of the principal 
 
possibility of a reverter: the possibility of 
the return of an estate to the grantor, if a 
specific event should occur or a particular act 
be performed in the future. 
 
pretermitted heirs: an heir who was born 
after a decedent executed his or her will, but 
before he died. Because the heir was not alive 
when the testator executed his or her will, the 
pretermitted heir is not mentioned in and may 
not take under the will.  
 
probate proceedings: the collection, filing, 
and authentication of documents of an estate 
such as the will, order admitting the will to 
probate, letters testamentary, and appraisals. 
Includes payment of debts and distribution of 
property to devisees or legatees. In Texas, 
except for good reason, the settlement of an 
estate is supposed to be concluded within 
four years of the testator’s death. 
 
production payment interest: an interest 
that will change ownership when a specified  
production level has been attained or the 
interest has earned a certain amount of money 
 
proof of claim: the verified written 
explanation which the apparent owner must 
file with a particular jurisdiction to reclaim 
unclaimed property which a holder previously 
has remitted to that jurisdiction 
 
property descriptions: legal words 
delineating realty boundaries. May be by 
metes and bounds (foot-by-foot description 
of the property), by plat reference, range, 
township and section subdivision. For 
division order purposes, property descriptions 
are frequently abbreviated as their main 
purpose is to distinguish between various 
leases.  
 
pro rata: according to the rate (Lat.), that is, 
in proportion 

 
proration: allocating, distributing, or 
assessing pro rata 
 
prospect: a place likely to yield mineral 
deposits or a place being explored for mineral 
deposits. 
 
Pugh clause: also known as a Freestone Rider. 
When only a portion of the acreage in a lease 
is included in a pooled unit, the portion 
outside the unit is severed and not maintained 
by the acreage in the unit. 
 
Q 
quitclaim deed: a deed which merely 
conveys whatever title the grantor has or may 
have and which consequently does not give 
rise to damages in the event the title is 
defective. A quitclaim is an instrument 
without title warranties, executed to relinquish 
any possible legal claim against a property. 
Deed is something of a misnomer, as the term  
indicates the conveyance of property, and a 
quitclaim may convey nothing. Quitclaims are 
useful for clearing clouded titles and 
forestalling future claims.  
 
R 
Railroad Commission of Texas: The 
government body that regulates the oil and 
gas industry in Texas 
 
ratification: in division order terms, formal 
approval or confirmation of a previously 
executed lease 
 
real property: land, including the surface, 
whatever is attached to the surface such as 
buildings or trees, whatever is beneath the 
surface, such as minerals, and the area above 
the surface, i.e., the sky. Also called realty. 
 
recordation data: references put on 
documents when they are filed by county 
clerks, to show where the documents can be 
located. Usual references are volume or book 
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and page number. Recorded instruments are 
presumed to be known to every member of 
the public. In case of disputed ownership of a 
piece of property, the recordation helps to 
determine the rightful owner. 
 
rider: an amendment or addition attached to a 
document 
 
rebuttable presumption: a rule of law which 
requires the assumption of a fact from 
another fact or set of facts; a rebuttable 
presumption must be made once certain facts 
have been proved, but it may be rebutted or 
overcome through the introduction of 
contrary evidence 
 
remainder: See Estates in Land 
 
remainderman: one who has interest in land 
that becomes effective in possession only 
when a prior interest ends 
remittance report: a report required by a 
jurisdiction submitting the unclaimed property 
held for unclaimed owners who have not been 
found by the particular jurisdiction’s 
publication of names of apparent owners. 
Some jurisdictions combine the unclaimed 
property report and remittance report into 
one report. 
 
reservation: in a conveyance, the portion of 
the grantor’s property that he or she is 
excepting (holding back) or not conveying. 
For example, “. . .all my right, title and interest 
in the above described property save and 
except 1/16 royalty interest herein reserved to 
Grantor. . . .” 
 
revenue interest: an accounting term 
describing earnings of a working interest 
owner. The working interest minus royalties 
or other interest deductions equals the 
revenue interest. 
 
reversionary interest: a future interest 
retained by a grantor (or his or her successor) 
after present possessory interests expire 

 
right of ingress and egress: the right to 
enter and leave lands in question.  
 
royalty: a share of production which is free of 
the cost of production; an in-kind share of the 
production. Royalty owners do not usually 
market their share of production. The lessee 
or the purchaser usually sells production and 
pays a money equivalent to the royalty owner. 
A division order allows the purchaser to take 
minerals and pay money proceeds to royalty 
owners. 
 
royalty estate: pertaining to the royalty 
owners share, usually one-eighth (1/8) 
 
royalty interest: share of production free of 
costs when and if there is production. May be 
established in the lease by reserving a royalty  
which is usually expressed fractionally.  
 
Lessors owning the usual 1/8 share of 
production. 
 
S 
sand: a geological term for a formation 
beneath the surface of the earth from which 
hydrocarbons are produced. Its make-up is 
sufficiently homogeneous to differentiate it 
from other formations. 
 
Sarbanes-Oxley Act: A 2002 U.S. federal law 
which establishes a broad array of standards 
for public companies, their management 
boards, and accounting firms.  It was passed 
after a series of accounting scandals at Enron, 
WorldCom and Tyco International 
diminished public trust in U.S. corporations 
and is designed to increase corporate 
accountability.  The law established the Public 
Company Accounting Oversight Board 
(PCAOB), which oversees the auditors of 
public companies.  Sarbanes-Oxley sets forth 
eleven specific reporting requirements that 
companies and executive boards must follow 
and requires the Securities and Exchange 
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Commission (SEC) to oversee compliance.  
Also called SOX. 
  
section: “a piece of land one square mile in 
area, forming one of the 36 subdivisions of a 
township” (Webster’s). One section equals 
640 acres. 
 
separate property: in a marriage, property 
that belongs to the husband or wife 
individually, in contrast to community 
property, which is owned by both. The four 
main sources of separate property are (1) 
acquisition, (2) devise under a will, (3) gift, 
and (4) inheritance.  
 
set-off: a right which exists between two 
parties, each of whom, under an independent 
contract, owes the other an amount, to set-off 
his or her respective debts by way of mutual 
deduction so that in any action brought for 
the larger debt, only the amount remaining 
after the deduction is recovered 
 
settlor: one who creates a trust by giving real 
or personal property “in trust” to another (the 
trustee) for the benefit of a third person (the 
beneficiary). 
 
special warranty deed:  a deed that warrants 
to grantee that grantor has done nothing to 
cloud the title, but offers no protection for 
clouds by previous owners 
 
split stream gas well: a term used to 
describe the separate sales of gas by owners 
having interests in a well to two or more 
pipeline purchasers where there are two or 
more pipelines running to the well. Note: In 
many cases, the gas sales are split, but one 
pipeline purchaser is tied into the well and 
another pipeline purchaser negotiates a 
transportation agreement so that they can also 
purchase production from a particular well 
that their pipeline does not run to. 
 
spot market: the process of selling natural 
gas production into a market other than the 

traditional market of a pipeline company. 
These arrangements are often only thirty (30) 
days long, but will have an evergreen provision — 
that is, they continue in force and effect until 
specifically terminated by either party. 
Arrangements are re-confirmed monthly via 
new letter agreements. 
 
statute of limitations: a law prescribing 
limitations to the right of a person or other 
entity to maintain a suit for certain described 
causes of action. Such statutes generally 
declare that no suit may be brought unless it is 
brought within a specified period of time. In 
unclaimed property parlance, statutes of 
limitation effectively determine how far back a 
jurisdiction may reach beyond the effective 
date of enactment of an unclaimed property 
law to claim funds held by a holder. Most 
unclaimed property statutes contain an anti-
limitation provision which provides that statutes 
of limitation do not apply to unclaimed funds 
on which a statute of limitations has not run 
at the date the unclaimed property law is 
effective and for any subsequent period of 
time. 
 
surface rights: Surface ownership of a tract 
of land from which the mineral rights have 
been severed. Surface ownership of land and 
mineral ownership below the surface can be 
different. Severance sometimes means 
conveyance of surface and mineral separately.  
 
survey: the determination and delineation of 
the form and position of a tract of land. 
Surveys are often named after the surveyor 
who makes them. Many of them carry railroad 
company names where the railroads have used 
their own surveyors.  
 
suspense: the withholding of interest 
payments by the purchaser. The most 
common reasons are: 

1. death of an interest owner 
2. pending transfer 
3. clouded title or disputed ownership 
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4. operating expense arrears 
5. bad address 
6. overpayments or special adjustments 
7. pending title data, etc. for new 

property 
8. extended lapse in production, making 

the lease validity questionable 
9. governmental order, e.g., from the 

Texas State Comptroller for tax 
reasons, or a severance order from the 
Railroad Commission because of a 
rule violation 

 
T 
take-or-pay clause: a clause in a Gas Purchas 
Contract requiring the purchaser to take, or if 
failing to take, to pay for the minimum annual 
contract volume of gas which the producer-
seller has available for delivery. Under such a 
clause, the purchaser usually has the right to 
take the gas paid for (but undelivered) in 
succeeding years. Such gas is called makeup 
gas. 
 
 
tenancy by the entirety: ownership of 
property, real or personal, by a husband and 
wife 
 
tenants in common: An interest held by two 
or more persons, each having a possessory 
right, usually deriving from a title (though also 
from a lease) in the same piece of land. 
 
testate: having made a valid will before one 
dies; a person who has died leaving such a will 
 
testator: one who makes and executes a 
testament or will 
 
Texas community property: property 
owned jointly by husband and wife. The law 
in Texas  presumes that, subject to some 
exceptions, every parcel of real property 
acquired after marriage becomes community 
property, which means the property of both 
husband and wife is subject to joint 

management, control, and disposition.  
Community property laws become operative 
upon the marriage of the parties.  Community 
property rights also vest certain rights in the 
children in the event of intestate death of one 
of the spouses.   
 
The contrast to community property is 
separate property.  Specifically designated by 
Texas law to be exceptions to the community 
property law, the exceptions are: 

1. Property owned by a spouse prior to 
marriage; and 

2. Property acquired by gift, devise, or 
descent during marriage 

3. Recovery for personal injuries, except 
for loss of earning capacity 

4. Military nondisability retirement 
benefits, if the spouses have been 
married less than ten years 
 

title: ownership 
 
title opinion: a written document prepared 
by an attorney, usually in letter form, setting 
out in detail the ownership of interest. Most 
title opinions are based upon examination of 
an abstract, but in some cases, it can be based 
on an examination of the county or parish 
courthouse records. Division order title 
opinions are used in the preparation of 
comprehensive division orders, especially in 
the case of new production. 
township: “a division of territory in surveys 
of U.S. public land containing 36 sections or 
36 square miles” (Webster’s) 
 
tract: any specific area of land 
 
traditional gas sales contract: usually a 
long-term contract, with numerous 
provisions, including price deliverability, take-
or-pay, quality of gas, etc. These contracts are 
usually with a pipeline company. 
 
trust: an entity created in which property is 
conveyed and maintained for the benefit of a 
person, persons, or company. The trustee(s) 
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supervises and maintains the trust for the 
beneficiary. 
 
trustee: a person or corporation to whom 
title is conveyed for handling and supervision 
for the benefit of another (the beneficiary). A 
testamentary trust is one that is established in 
a will. An inter vivos trust is established during 
the life of the grantor to the trustee. 
 
U 
unclaimed: in many jurisdictions, any funds 
held by a holder for a period in excess of the 
requisite abandonment period, subject to any 
specific statuary or regulatory exemptions. 
However, the term  has not been defined in 
many unclaimed property laws. Defenses to 
funds being designated as unclaimed, which 
can vary from jurisdiction to jurisdiction, 
could include, but are not limited to (1) 
disputes as to ownership, e.g., a situation 
where more than one person claims the funds, 
(2) funds held pursuant to litigation, (3) funds 
held pursuant to liens, and (4) owner-
generated activity which indicates an interest 
in the funds. Each item of property should be 
reviewed on its own facts and circumstances 
to arrive at a determination as to its unclaimed 
status.  
 
unclaimed property report: a report many 
jurisdictions require a holder of unclaimed 
property to file. The holder submits a report 
containing the names and last known 
addresses of apparent owners of unclaimed 
property, and such other information as the 
particular jurisdiction may require. This 
report, in turn, is used to generate the notice 
that the jurisdiction uses to attempt to locate 
missing owners and to serve as the record of 
the holder’s compliance with the jurisdiction’s 
law. 
 
underproduced owner: an owner taking and 
disposing of, during any monthly accounting 
period, less than its full share of the gas as it is 
produced 

 
underproduction: the difference between an 
underproduced owner’s full share of gas 
production, less its full share of gas used in 
property operation, vented and lost, and the 
gas delivered to the pipeline for the account 
of the owner 
 
unit: a group of contiguous leases combined 
to be handled as a single property for 
economic or conservation reasons. Sometimes 
water flooding an area or taking in a number 
of unitized leases results in greater total 
production than could be obtained by 
handling each lease separately on a 
conventional basis. 
 
unitization: creating units by forming 
outlines of acreage that conform to the 
boundaries of a group of leases; operating the 
whole field (or a substantial part thereof) as an 
entity, without regard to surface ownership 
boundaries. As contrasted to pooling, 
unitization involves a group of wells. 
 
 
usufruct: the right to use and enjoy property 
vested in another. The term is used frequently 
in Louisiana, and, in division order terms, it is 
similar to life estate. 
 
 
 
V 
valuation: the dollar value of an interest 
 
vara: a Spanish measurement term used in 
many old Texas deeds. In Texas, a vara equals 
33 1/3 inches; 36 varas equal 100 feet.  
 
vest  in: Come into the possession of  
 
W 
waste: an act by one in rightful possession of 
land who has less than a fee simple interest in 
the land, which decreases the value of the land 
or the owner’s interest or the interest of one 
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who has an estate that may become 
possessory at some future time, such as a 
remainderman, lessor, mortgagee, reversioner 
 
will: an instrument spelling out the 
disposition of one’s property after his or her 
death. (On rare occasions, an oral statement 
can be considered a will, but most wills are in 
writing. An oral will cannot pass title to land 
in Texas.) A holographic will is one wholly 
written by hand by the testator, and it need 
not have any attesting witnesses, as a 
typewritten will must. 
 
wildcat: a well drilled outside a known 
producing area; an exploratory oil well 
 
working interest: the lessee’s interest or the 
operating interest under an oil and gas lease. 
The working interest owners under a lease pay 
for all the cost of exploration, drilling, 
completing, equipping and operating a well or 
wells on the lease. Royalty and overriding 
interest owners are not responsible for paying 
any portion of such costs. 
 
 
 
 
 
Helpful online resource: 
Sundance, Inc. online glossary: 
http://www.sundanceresources.com/Glossar
y/tabid/1360/Default.aspx 
 
Some definitions were paraphrased from Law 
Dictionary,  by Steven H. Gifis (Barron’s, 1996). 
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