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� The oil and gas lease is the basis of all Land 
work.

� What is the purpose of an oil and gas lease?
o To transfer rights to explore and develop the lands

� To develop the minerals one must:
o Own the lands fee simple or
o Lease the property from the owner.



� Leasing of mineral rights is usually a 
negotiation.
o Landman uses an approved “company” form with clauses 

favorable to the company.
o Mineral owner has his own form often created by his 

lawyer with terms favorable to the mineral owner.
� Early Leases:
o Modeled after salt leases
o Simple 



Agreed, this fourth day of July, 1853, with J.D. Angier, of 
Cherrytree township, in the county of Venango, 
Pennsylvania, that he shall repair up and keep in order, the 
old oil spring on the land in said Cherrytree township, or dig 
and make new springs, and the expense to be deducted out 
of the proceeds of the oil and the balance if any to be 
equally divided, the one half to J. D. Angier and the other 
half to Brewer, Watson & Co., for a full term of five years 
from this date, if profitable. 

(Signed by)
Brewer, Watson & Co.
J. D. Angier



� – Standardized in that 
they are printed in uniform batches.

� –
hundreds of different forms in use and more are 
being created everyday. 
o “Producer’s 88” – When an owner or operator refers to 

a “standard lease form” he/she is usually referring to 
a “Producer’s 88” form

oNot really standard – this title appears in the header 
of hundreds of different forms



� Original “Producer’s 88 form” was printed by a 
printing company in Oklahoma
o Company’s practice to number each of the forms they 

printed (This was the 88th lease form the company 
printed and produced.)

o Since it was a form created by and for several Oklahoma 
oil producers they called it a producer’s form. (This this 
original form was named by the printing company 
“Producer’s 88”).

o This printing company had the reputation of not 
changing a form without changing the title so the 
Oklahoma mineral owners felt they could rely on the 
“Producer’s 88” to be a standard oil and gas lease form. 
And many land owners refused to sign any lease that did 
not contain this title.



� Companies regularly revised the form
� Companies still type “Producer’s 88” in the 

header to created the appearance that the 
lease is a “standard” form.

� The “standard” form is not standard at all.  
o In Flagg v Texas Co., 57 S.W. 2d 87 (Tex Civ App 

1933)  an option to lease called for the use of an 88 
form lease.

oCourt ruled that it was invalid because it was too 
vague to be useful given the number of different 88 
forms on the market.



� Landowner forms and amendments to 
company leases – These are Lease 
forms/amendments which are favorable to 
the mineral/surface owner.  

� Some of these forms are created by local and 
regional mineral owner associations.

� The company will scrutinize the potential 
Landowner lease forms to be sure it is not 
objectionable to the company.



� Some lease forms are written by attorney’s 
for their clients (the mineral owners).

� Often modeled on state lease forms.
� Certainly contain clauses that are favorable to 

the Lessor.  
� They too will be carefully scrutinized by the 

company.



� Why is there a desire to create a lease form?
oThe tendency of most people to accept printed 

information more readily.
o From an administrative point of view a “company 

standard” lease does not contain unusual features 
and can be more easily set up in a Land system.



� Lease negotiations is often a battle of wits.
� Both parties know that if unfair or 

unreasonable terms are negotiated, even if 
accepted, it can lead to dissatisfaction and to 
litigation later on.  



� Names substances covered by the lease 
(Oil Lease, Oil & Gas Lease, Oil, Gas & Mineral 
Lease.)

�

o Undated lease not void – takes effect when 
executed and delivered.

oControlling date is usually written in the lease is not 
necessarily the date executed, notarized or 
recorded.

o If undated acknowledgment date is the controlling 
date. 



�

oGrantor /Lessor – Conveys the right to explore
oGrantee / Lessee – Receives the right to explore
oMost states require addresses of the parties
oMany states require the marital status
oCotenants (co-owners) are usually named as lessors 

in one lease even if the lease is executed in 
counterparts.



� – benefit (usually payments) 
required to make any document (including a 
Lease) a contract.
oThis means payment in cash or in kind.
oCommonly a amount is written on the face of 

the lease (may not be a full bonus).
oOther considerations set out in most oil and gas 

leases are:
� Delay Rentals
� Royalties



� – transfers the rights and interests 
from the Lessor to the Lessee. 
oWords such as: Grant, Lease, Devise, and Let
oGrant Expressed Rights (right to explore)
oAnd Implied rights (egress & ingress) 
oDescribes which minerals are covered. 

� - (found in Granting clause) It should 
clearly describe all of the land under which the Lessor 
owns a mineral interest. This clause may also contain 
a depth limit. And should be straightforward as to 
what is covered.



�

allow the Lessee to reduce the rents and 
royalties if the owner owns less than all the minerals 
under the described lands. 

� – Follows the description 
and its intension is to perfect the description by 
including in the lease any small or oddly shaped bits 
of land contiguous with the tract but which might not 
have been described.  (Often referred to as the “

” clause.)



� – sets out the term of the 
lease.  
o – given in years.  It is the period of 

time in which the lessor is obligated to begin or 
complete a well or pay delay rentals (usually on 
anniversary date of lease).

o – is conditional upon the 
production of oil or gas usually in paying quantities 
(commercial quantities).



� Payment Clauses:
o – Payment for the privilege of delaying 

the drilling of a well.
o – Percentage of production to be 

paid to the mineral owners for privilege of 
exploring for oil or gas.  (Paid in cash or in-kind)
�Market Value
�Proceeds
�Mixed

o – Payment to royalty owners that 
allow the lessee to hold the lease when a well is 
non-producing due to lack of market or no pipeline 
is available.



� – If the operator drills a well that 
is dry this clause allows a specific number of days 
within which to begin drilling a second well (usually 
between 60 – 365 days).

� – If a well is completed 
and begins to produce and then stops producing this 
clause allows a specific period of time for new 
operations to begin or to be completed. (60 to 180 
days is common.)



� – This clause 
designates the intervals between the completion of a 
well and the beginning of drilling a new well.  The 
purpose of this clause is to force the operator to 
develop leased land up to it allowable density.  
Failure to comply with these intervals commonly 
releases the undeveloped portions of the lease.



� of a lease allows the Lessee at 
his/her discretion to merge separately acquired tracts 
(leases) into a single unit which is big enough to meet 
state spacing requirements.
oAdvantages:
� Develop the tracts (leases) more efficiently and 

economically (do not have to worry about drilling 
offset wells);

�Do not have to pay delay rentals;
�One well holds several leases;
�Royalty is shared.



� – Is similar to pooling  but generally 
done on a larger scale.  Often includes entire 
reservoir or large sections of them.  Often unitized to 
allow for secondary recover operations.  
oRoyalty is often calculated based on percentage of 

the reservoir each owner contributed to the unit.
oUnitization agreement must be ratified by a large 

percentage of the owners (60-80%).



� – sets out the procedure for the 
voluntary surrender of all or part of the leased 
interests. Usually requires that a “Release be 
recorded” when the lease is surrendered.

� – This is a clause that specifies the 
Lessee will be liable to the surface owner for 
damages to all growing crops or other items 
specifically listed. 



� – This clause may require one 
of the following:
oThe Lessor’s to sell, trade or 

transfer of all or part of the lease.
o to the Lessor prior to the sell, trade or 

transfer of all or part of the lease.
oOn the other hand the assignment clause may 

require the Lessor to notify the Lessee before 
changes of ownership are binding on the Lessee.



� – In this clause the Lessor agrees 
to guarantee the title to all the property under the 
lease.  This clause usually contains other provisions 
that state the Lessee can pay the taxes, etc. if the 
Lessor does not pay. 

o Attorneys often feel that the warranty clause is in 
conflict with the proportionate reduction clause 
because in one clause the Lessor is agreeing to 
defend his title to the minerals and in the other 
clause he is agreeing to the 

. 



� – This clause excuses the Lessee 
from timely performance of his/her obligations if 
certain kinds of events occurs (Examples: War, Fire, 
Flood, Acts of God and Act of Terror).

� – declares the lease is effect 
for the Lessor when he signs the lease.
o Lessor’s Signature  should be in the same form in 

which he/she acquired the property.
oRepresentatives of other persons should specify the 

legal capacity in which they are signing (Trustee, 
Guardian, President of the Company, etc.)



Therefore, the following slides will define 
these clauses so that you can better 
understand subsequent topics which will be 
discussed in this manual.  



� This clause is not part of any company 
form and is added to the lease form by the Lessee
o – All acres cover by the 

lease which are outside the boundaries of a 
producing unit shall be considered as a separate 
lease and the rights and obligation under the lease 
shall apply separately (Thus delay rentals may be 
due and outside acreage may expire at the end of 
the primary term).

o – The well or wells drilled 
on the lease will only hold the producing 
formations. (Example: After the primary term all 
depths 100 feet below the deepest producing 
formation will terminate.)



� This clause is usually a 
part of the royalty paragraph.  This clause lists the 
costs (if any) for which the Lessor should not be 
charged after the oil or gas is produced.  (Examples; 
Dehydration, Processing, Compressing, 
Transportation, Marketing and Taxes)



� – This clause states that if the lease 
is owned in separate tracts it shall be developed and 
operated as one lease and all rentals and royalties 
shall be treated as if they belong to all the owners 
under the lease and shall be paid in the proportion 
the owner’s tract bears to the entire leased acreage.  



� (drilling over primary term) 
– If the operator begins operations before the 
expiration of the primary term the operator can 
continue operations as long as such operations are 
continuous.



� These are the most critical elements of the oil 
and gas lease.

� The lease is the contract upon which all oil 
and gas drilling is bases so it is very 
important that all land professionals 
understand the key elements of all leases. 














