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� Review events in the chain of title,
� Review marketing arrangements,
� Create Divisions of Interest (DOI’s),
� Insure that all parties are paid (including the 

analyst’s company),
� Reviewing documents effecting changes of 

ownership,
� Changing company records so that current 

ownership is reflected.



� A Division Order  is an authorization to one 
who has a fund for distribution from persons 
entitled to the fund as to how it is to be 
distributed. John S, Lowe, University of Tulsa

� A DO is entered into by royalty owners to:
◦ Sell Oil
◦ Give instructions for payment  of delay rentals or 

royalties.
� A DO is entered into by working interest 

owners to give instructions to the purchaser 
(Operator) for the payment of the proceeds of 
the sale.



� Originally Oil and Gas leases contained prices 
for the royalty. This did not work well. 

� First Division Orders were posted on oil 
storage tanks prior to the purchase of oil 
from the tanks.  (They set out ownership of 
the oil – similar to a DOI.)

� The Division Order eventually became an 
agreement with conditions of sale and terms 
as well as ownership and sometimes price.  

� By the beginning of the twentieth century the 
Division Order came into wide use in the 
format we see today. 



� Division Orders may function differently for 
Oil and gas even if both are included on the 
same document.
◦ In an Oil and Gas Lease the royalty owner retains title to 

the oil (he could come and truck off his share of the oil).  
So an Oil Division Order allows the operator to sell the 
oil for the royalty owner and pay proceeds from the sale 
rather than allowing the oil owner to take his share of oil 
in kind.  
◦ A Gas Division Order is an agreement whereby the 

royalty owner agrees to allow the operator to sell the gas 
and pay the royalty owner a share of the funds from the 
sale. 
� Both result in paying funds realized from the sale but 

in the case of oil the title to the oil is being transferred 
to the operator (seller).  



� Division Orders vary from company to 
company although many companies now use 
the NADOA Model Division Order form found 
on the NADOA website.

� No matter which form is used they all include 
certain basic information:
◦ Name of the property
◦ Name of the operator
◦ Effective date of the division order
◦ Legal description
◦ Division of interest
◦ Products covered by the division order
◦ Special clauses (title requirements and indemnity)



� Some documents which may provide the 
information include:
◦ Runsheets
◦ Copies of documents from the county records
◦ Title opinions
◦ Unit Designations
◦ Gas contracts
◦ Completion reports
◦ Contracts such as Joint Operating Agreements
◦ Intra-company reports and documents



� Minerals lying below the surface of the earth 
are known as the mineral estate and it is 
considered real property

� All rights to explore for Oil and Gas originally 
belong to the mineral owner.  

� Minerals can be severed from the surface so 
the surface owner is not always the same as 
the mineral owner. 

� The mineral estate, like the surface estate can 
be:
◦ Owned by more than one person 
◦ Sold
◦ Leased
◦ Inherited, etc.



� Right to Execute
� Right to Explore for Minerals
� Right to Produce Minerals
� Right to Receive Delay Rentals
� Right to Receive Bonus
� Right to Receive Royalty
� Obviously, the Division Order Analyst must know who 

owns the rights to the mineral estate in order to 
create a Division Order and Division Of Interest (DOI)

Note: These rights may be owned my one or more 
individuals.  Most common division of these rights is 
that the right to receive royalty is split from the other 
rights.  Result is a Non-Participating Royalty owner.



� A chain of title is the “history” of the title to a 
tract of land. It is often seen as a list of events 
that have occurred tracking the ownership of 
the minerals and surface.

� A chain of title is often examined by and 
attorney licensed in the state where the 
property is located.  The resulting report on the 
title to the property is called a .

� A title opinion will cover ownership form 
inception (often called sovereignty) to a current 
date. Inception is when private ownership first 
occurred.  (Example: Transfer of title to the 
land from the US government to a citizen).



� Original grants the land from Sovereign to fee owner;
� Transfers (Conveyance) of both surface and minerals to 

another owner;
� Transfers of only one estate (transfers of the minerals 

only or the surface only);
� Transfers of interest due to death (by Will and probate 

or Descent and Distribution);
� Transfers of only a portion of the interest in the 

property (Example: Transferring a 50% mineral interest);
� Transferring an interest in a certain depth;
� Leasing the property;
� Mortgaging the property;
� Granting Rights-of-Way/Easements;
� Creating Life Estates or Joint Tenancies, etc.;
� Retaining or transferring certain rights (Example: 

Retaining a royalty interest);
� Assigning an interest in a lease of certain rights. 



� In addition to the recorded documents 
mentioned above a chain of title may also 
include some other items which may not be 
of record such as:
◦ Unrecorded assignments, 
◦ Property obtained by adverse possession, 
◦ Illegitimate heirs, 
◦ Lost persons, etc.



� An adequate legal description is an essential 
part of many legal instruments such as 
deeds, land contracts, mortgages, wills and 
leases.

� An adequate description is one which enables 
a surveyor to locate the tract of land without 
question. 



� There are two separate and distinct systems 
of land surveys in the United States.
◦ - The metes and bounds system 

describes land according to its measurement and 
boundaries.
◦ ) -

In this type of survey method, lands are described 
according to their distance from two fixed lines at 
right angles to each other.



� Metes and bounds survey was originally used 
in surveying land in the thirteen colonies.  It 
is also used Kentucky, parts of Ohio, 
Tennessee, and Texas (KOTT). 

� Remember this type of survey “draws a 
boundary” around a tract of land thus 
everything inside that boundary is covered by 
the document.



� So in a Metes and Bounds description you must 
always have:
◦ – or a point of reference where the 

description of the boundary begins.
◦ The description then continues specified distances along 

given lines called until the tract has been 
circumscribed and the point of the beginning is reached. 
◦ These are the recitals of distance and course.  

The calls should encircle the tract and should return to 
the point of the beginning.  When a call begins and ends 
at the starting point it is said “to close”.
◦ such as trees, rivers, lakes or stones 

are sometimes used as reference points. Man-made 
monuments are also be used as reference points. 
However, these monuments can be moved or destroyed 
with time and are not as reliable as natural monuments.



� Begin at the NE corner of the intersection of 
I-45 and State Highway 1620 and travel due 
North 360 feet. Turn East 90 degrees and 
travel to the center of the Big Mike River.  
Turn South 90 degrees and travel 360 feet to 
the large stone commonly called the “red 
rock”.  At the “red rock” turn West 90 degrees 
and return to the POB (Point of Beginning).
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� Not all tracts of land 
will have regular boundaries. (“follow river 
bank to POB”)

� Legal descriptions 
will frequently describe a larger tract of land 
and use "exceptions" to exclude portions of 
the tract not to be included. These exceptions 
describe the smaller tract of land using 
acreage, metes and bounds or other 
references.



� Frequently, a tract of land 
will be adequately described in an earlier 
document in the chain of title. Instead of 
describing that portion again in a subsequent 
deed or other document the document will 
reference the earlier document. This is known 
as a deed reference.
◦ Example:" ... a tract of land containing 54 acres of 

land more fully described in that certain Mineral 
Deed from XXXX to XXXX dated xx/xx/xx and 
recorded in Volume X, Book X, page XXX of the 
Deed Records of XXX County, XXX State."



� Where a conflict exists:
◦ The courts have held that natural 

boundaries or monuments are more reliable 
than artificial ones. 
◦ That monuments are more reliable than 

courses or distances and bounds take 
precedence over metes.
◦ And that the least reliable are quantities and 

acreages.



� In Texas, legal 
descriptions often refer to Land Grants or 
Surveys and Abstracts. These references are 
to the portions of land granted to settlers, 
railroads and other groups when Texas was 
first settled. References such as the "Hugh 
Means Survey, Abstract A-78" are used as 
descriptions of the larger area in which the 
parcel of land being described by the metes 
and bounds is located. 



� In this type of survey method, lands are 
described according to their distance from 
two fixed lines at right angles to each other. 

� –One of these lines run 
and . 

� – The other line runs and .
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� If you take a ruled piece of paper Draw a Base 
Line across the middle of the page and begin 
numbering the lines above and below the 
Base Line starting with the number 1.  
◦ Above the Base Line the will be numbered 1 North 

and,
◦ Below the Base Line the numbers will begin with 1 

South.



North

T 8 N

T 7 N 

T 6 N

T 5 N

T 4 N

T 3 N

T 2 N

West T I N East

T 1-S Base Line

T 2-S

T 3-S

T 4-S

T 5-S

T 6-S

T 7-S

T 8-S

South



� A similar principal applies to ranges.  
� Draw lines across your piece of paper from 

top to bottom (North to South)
� Then number them from the Principal 

Meridian.



North

West R 3-W R 2-W R 1-W R 1-E R 2-E R 3-E East

Principal �

Meridian 

South



� Putting these concepts together result in the 
following grid system:
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� Each unit formed by a township line and a 
range line is called a township.

� A township is six miles square 
� Thus, each township contains 36 one-mile 

squares which are called sections.  
� They are numbered beginning on the right 

and then going across the top of the page 
and then dropping down a row and returning 
back to the right side forming a zigzag 
pattern.



6 5 4 3 2 1

7 8 9 10 11 12

18 17 16 15 14 13

19 20 21 22 23 24

30 29 28 27 26 25

31 32 33 34 35 36



� Each section is further divided into quarter 
sections 

� Each quarter can be further divided.

Northwest Quarter Northeast Quarter

NW/4 NE/4

Southwest Quarter Southeast Quarter

SW/4 SE/4



� Plot T-2S, R-1E Sec 4: NE/4
North

West East

T 2S       
R 1E

South



6 5 4 3 2 1

7 8 9 10 11 12
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19 20 21 22 23 24
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31 32 33 34 35 36

Northeast Quarter
NE/4



� Due to the curvature of the 
earth's surface, government surveyors 
established correction lines at various 
distances from the principal meridians and 
base lines, in order to keep their 
measurements accurate. 

� Correction lines for the principal meridians 
are called ; those for the base 
lines are called . 



� Theoretically, a section of land contains 640 
acres. 

� However, due to the convergence of lines and 
due to surveying errors, not all sections 
contain this exact amount. 

� To avoid having small errors in all sections, 
all shortages or surpluses have been assigned 
to the 
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� Some transactions which affect a Division Of 
Interest include:
◦ Pooling
◦ JOA’s
◦ Assignments
◦ Farmins/Farmouts
◦ State statutes and regulations
◦ Marketing Contracts



� Pooling is the combining of two or more 
tracts into a single unit in order to operate 
the tracts as a single lease.

� Reasons for Pooling:
◦ Prevent waste and conserve oil and gas (Note this is 

the primary justification for pooling);
◦ Keep prices from dropping due to a glut of the 

market;
◦ Protect the environment & preserve the structure of 

the formations.



� usually refers to the consolidation of 
several tracts to comply with spacing 
regulations (pooling the royalty interests).

� implies the joining of tracts to 
more effectively develop a reservoir. 

� Most of the time people in Land use pooling 
and unitization interchangeably



� In order to conserve oil and gas the state 
regulatory body which governs oil and gas in 
each state (OCC, Railroad Commission, etc.) 
determines:
◦ The amount of oil and gas that can reasonably be 

produced from a given area or field;  
◦ The number of acres per well that should most 

efficiently drain the reservoir (spacing);
� In order to produce the well at its full 

potential tracts must be combined in order to 
meet the spacing requirements set by the 
regulatory agency. This is called a unit.



� If a lessee does not have sufficient leased 
acreage to form the unit, he or she may:
◦ Contact lessees of adjoining tracts and pool working as 

well as royalty interests.
◦ Contact Leaseholders in the area in order to combine 

one or more of their leases into the unit.
� Units must be formed by:
◦ Contractual agreements of consenting parties 
◦ Or by order of the State Conservation Commissioner 
◦ And in some jurisdictions, by court order. 

� Usually, contractual units are referred to as 
and units formed by 

commission orders as . 



The duties of a Division Order Analyst vary 
from company to company but no matter 
which company employs the Division Order 
Analyst he/she is charged with:
• Determining ownership of interest in a well;
• Ensuring payment is made correctly;
• Interpreting legal documents and internal 

company documents and title opinions;
• Documenting changes of ownership and 

updating the company records;
• Understanding marketing arrangements that 

effect the DOI, 
• Understanding pooling and unitization.




