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INTRODUCTION TO


OIL, GAS AND MINERALS

For a discussion of oil, gas, minerals and leases thereof, reference should be made to CLTA Manual, Section 42C.01, et seq., Revised Ogden, Sections 1.9, 12.23 to 12.56, inclusive, and the CLTA Oil Manual.

Most of the practices and write-ups in this series will apply to those title orders where mineral interests or mineral leases are being reported as exceptions to title (rather than where minerals or oil leases are themselves being insured.)

MINERALS EXCEPTED FROM THE DESCRIPTION
These are some basic Company practices when the legal description has mineral exceptions:

1.
Any exceptions of minerals must be shown below each parcel of the description.  Do not show two or more parcels, with the mineral exception being added only at the end of the entire legal.

2.
Use the phrase, "EXCEPTING THEREFROM...," or "ALSO EXCEPTING THEREFROM..." to introduce the mineral exception.

3.
Never use the word 'reserving' for a mineral exception unless it is part of a quoted recital from a document.  (CLTA Manual, Section 14.03 discusses the difference between the use of 'reserving,' and 'excepting.')

4.
To describe the minerals being excepted, copy exactly from the document that created the separation of the minerals from the surface land, and show the recording reference.  Do not rely on a later conveyance that shows the exception;  it may not reflect the exact language of the original document.

5.
If the mineral exception includes a reference to rights of surface entry, this must be included where it excepts such rights ('without, however, any right to enter upon the surface, etc.'), or includes them, ('together with the right to enter upon the surface, etc.').

REPORTING OIL AND GAS LEASES
In the Company’s practice, the basic rule is that all oil and gas leases should be reported, except where all the minerals have been excepted from the description for PIQ and the lease specified that it is a subsurface lease.  Any oil and gas lease shown should also include Code LS 3 (Present ownership of leasehold not shown).  When this Code is added, no additional matters such as assignments of the lease, modifications, etc. should be shown.  The one exception to this is a recorded Declaration of Pooling which must always be shown as a subparagraph.

OG   1
Single Property Oil and Gas Lease
___.  An oil and gas lease for the term therein provided with certain covenants, conditions and provisions, together with easements, if any, as set forth therein.

Dated:

Lessor:






Lessee:






Recorded:






Instrument/File No.





Book _____ Page _____ of Official Records

No assurance is made as to the present ownership of the leasehold created by said lease, nor as to other matters affecting the rights or interest of the lessor or lessee in said lease.

Comment:
Use this Code for a single property lease.  This type of lease is one that covers land where the minerals are vested in one ownership only.  (One ownership can include joint tenants or other co-tenancies).  For a community lease which covers several parcels with separate ownerships, see OG 2.

This Code should also be used when a lease is executed in counterparts by lessors who are co-owners of fractional mineral interests in the land.  In such a case, each counterpart (and the original) must be shown separately using this Code.  Use Code OG 3 when the counterparts cover different land, with various owners named as lessors.

Also use this Code for a lease executed by the government (federal or state).

OG   2
Community Oil and Gas Lease
___.  A community oil and gas lease for the term therein provided, executed by the parties herein named, and other parties as owners of other lands described in said lease with certain covenants, conditions and provisions, together with easements, if any, as set forth therein.

Dated:






Lessor:






Lessee:






Recorded:






Instrument/File No.





Book _____ Page _____ of Official Records

No assurance is made as to the present ownership of the leasehold created by said lease, nor as to other matters affecting the rights or interest of the lessor or lessee in said lease.

Comment:
Use this Code to report a community oil and gas lease.

There is another matter to consider when PIQ is subject to a community oil and gas lease, where the lessor is also the owner of the fee.  The lessor's interest under a community lease consists of two parts:

(a)
their right to receive income from oil developed on their land (which passes automatically with a conveyance of the land, unless reserved) and

(b)
their right to participate in the income received from oil developed in all the other lands included within the 'community' of the lease.  (This latter right does not pass automatically with a conveyance of the land.)

For this reason any conveyance by the owner/lessor should include either:

(1)
a recital that the conveyance includes their share of oil revenue for the other lands ("...together with all right, title and interest accruing to the grantor under that certain community oil and gas lease recorded ________, insofar as the grantor is entitled to participate in production and other benefits under said lease as the owner of said land") or

(2)
a recital that the grantor/lessor is retaining their rights to the oil produced from other lands.  (Reserving unto the grantor all right, title and interest accruing, etc.").

A deed in such a case, if properly drafted, should not be silent as to this right;  it should declare whether the right is retained or conveyed.

Reference:
Revised Ogden, 12.38

OG   3
Counterparts of Oil and Gas Lease Separate Ownerships
___.  An original oil and gas lease for the term therein provided with various counterparts executed by and between the parties herein named, and other parties as owners of other lands as described in said counterparts, with certain covenants, conditions and provisions, together with easements, if any, as set forth therein.

Dated:






Lessor:






Lessee:






Recorded:






Instrument/File No.





Book _____ Page _____ of Official Records

No assurance is made as to the present ownership of the leasehold created by said lease, nor as to other matters affecting the rights or interests of the lessor or lessee in said lease.

Comment:
In many cases a lease will be prepared describing several parcels of land (generally in the same area) and naming all the mineral owners as lessors.  The lease will be prepared in an original with counterparts for each mineral owner.  (One owner signs only one counterpart.)

Such an arrangement, called "Counterpart Documentation," does not create a 'community lease;'  each owner receives only the profits from their own parcel.  However, if a clause is added to the counterpart that declares a 'pooling' or sharing by all the owners, then the principles of 'community leasing' will apply.

Only the original or counterpart affecting PIQ need be reported, when the oil and minerals (or oil and gas lease) are not being insured.  If they are being insured, then the original and all counterparts must be shown.

Counterpart Documentation is used in another type of situation, where the leased land involves only one owner/one parcel, but the minerals are split up into fractional interests owned by several persons.  In this situation this Code should not be used.  Instead, use OG 1 to show the original and all counterparts as separately numbered exceptions (whether or not the minerals and/or lease are being insured).

OG   4
Unrecorded Oil and Gas Lease by


Recorded Document
___.  An unrecorded oil and gas lease for the term therein provided, with certain covenants, conditions and provisions, together with easements, if any, as set forth therein.

Dated:






Lessor:






Lessee:






Disclosed by:





Recorded:






Instrument/File No.





Book _____ Page _____ of Official Records

No assurance is made as to the present ownership of the leasehold created by said lease, nor as to other matters affecting the rights or interests of the lessor or lessee in said lease.

Comment:
Use this Code to report a lease as disclosed by a recorded "Memorandum of Lease," "Short Form of Lease," or "Notice of Lease."  Show the exact title of the recorded document for "Disclosed by:"

OG   5
Pooling Agreement by Lessors or Lessees

(Subparagraph)
A document executed by the parties named herein, and others, wherein said parties purport to agree to pool all of their interests under said lease with other leases affecting other land, which document contains certain covenants, conditions and provisions.

Dated:






Title of Document:





As 

  (lessor) (lessee)   : 

Recorded:






Instrument/File No.





Book _____ Page _____ of Official Records

Comment:
Use this Code as a subparagraph to a recorded lease when a document is later recorded which 'pools' the lessor's or lessee's interest (by specific reference to the lease) with other lessors or lessees of other leases on other lands.

OG   6
Easements and Rights Remaining After


Lease is Partially Released
___.  Any easements, rights or restraints on use, remaining on said land according to the provisions of an oil and gas lease recorded ________, said land having been released from said lease by document recorded __________.

Comment:
When a lease is quitclaimed as to part of the leased land, the lease, or the releasing document, can provide that certain easements and rights will remain as burdens on the released land.

After any lease is partially released or relinquished, the above write-up should be shown, if such rights are provided for.  Management must approve omitting or deleting this write-up.

OG   7
Government Oil and Gas Prospecting Permit
___.  An Oil and Gas Prospecting Permit by and between the parties herein named.

Dated:






Permittee:






Issuing Agency:





Serial No.:






Recorded:






Instrument/File No.




Book _____ Page _____ of Official Records

Comment:
Use this Code to report a recorded Oil and Gas Prospecting Permit issued by the state or federal government.  If the title order is to insure an oil and gas lease by the state or federal government, then Code OG 8 must be added as a subparagraph to this Code.

OG   8
Defect in Validity of Government Oil


and Gas Lease or Prospecting Permit

(Subparagraph)
Any defects or liens, encumbrances, transfers, assignments or other matters affecting title to, or the validity of, the   (Oil and Gas Lease/Prospecting Permit)   shown above, which would be disclosed by an examination of the public records relating thereto in the   (U. S. Bureau of Land Management) (Office of the California State Lands Commission).

Comment:
Use this Code as a subparagraph under Code OG 7 only if the title order is to insure minerals or an oil and gas lease by the government.

OG   9
Present Ownership Not Shown, Oil and Gas Lease  


(Subparagraph)
No assurance is made as to the present ownership of the leasehold created by said lease, nor as to other matters affecting the rights or interests of the lessor or lessee in said lease.

Comment:
Use this Code as a subparagraph under an oil and gas lease that is being shown as an exception in Schedule B (not when such lease is being insured in Schedule A).  When this Code is shown, no additional matters such as assignments of the lease, modifications, etc., should be shown.  The one exception to this is a recorded Declaration of Pooling which must always be shown as a subparagraph.

OG   10
Lease Affects Land Below Designated Feet


(Subparagraph)
Said lease affects that portion of said land lying below a depth of ________ feet from the surface thereof.

Comment:
Show this Code after the oil and gas lease when an examination of the lease discloses that it only affects a portion of said land lying below a depth of designated feet.

OG   11
Lease Does Not Provide for Surface Entry


(Subparagraph)
Said lease does not provide for the right of surface entry.

Comment:
Show this Code after oil and gas lease when an examination of the lease discloses it does not provide for the right of surface entry.

OG   12
Lease Provides for Surface Entry

(Subparagraph)

Said lease provides for the right of surface entry.

Comment:
Show this Code after the oil and gas lease when an examination of the lease discloses it provides for the right of surface entry.

OG   13
Assignment of Lessor's Interest

(Subparagraph)

An Assignment of the Lessor's interest under said lease which names as Lessor: 

Recorded:






Instrument/File No.





Book _____ Page _____ of Official Records

Comment:
Show this Assignment after the lease when the record reflects an assignment of lessor's interest.

OG   14
Mineral Exception
       EXCEPT therefrom all oil, gas minerals, and other hydrocarbon substances lying below a depth shown below but with no right of surface entry, as provided in deed

Depth:

Recorded:

OG   15
Mineral Exception
       EXCEPT therefrom all oil, gas, minerals and other hydrocarbon substances lying below the surface of said land, but with no right of surface entry, as provided in deed

Recorded:

OG   16
Mineral Exception
       EXCEPT therefrom all oil, gas, minerals, and other hydrocarbon substances lying below a depth shown below but with no right of surface entry, as provided in deeds of record

Depth:

OG   17
Mineral Exception
       EXCEPT therefrom all oil, gas, minerals, and other hydrocarbon substances lying below the surface of said land, but with no right of surface entry as provided in deeds of record.

OG   18
Mineral Exception
       EXCEPT therefrom an undivided one-half interest in all oil, gas, minerals, and other hydrocarbon substances lying below a depth shown below but with no right of surface entry, as provided in deed

Depth:





Recorded:





OG   19
Mineral Exception - Small Tracts Act
       Except all oil, gas and other mineral deposits, together with the right to prospect for, mine and remove same, reserved pursuant to the provisions of an Act approved June 1, 1938 (52 Stat. 609, 43 USCA 315) in the patent from the United States of America recorded                          .
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