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OIL & GAS 101 - BASICS 

 
The law firm of Lind & Ottenhoff, LLP is special 
counsel to the Town of Windsor regarding oil  
and gas matters.   
 
L&O does not represent oil and gas companies.   
 

This presentation is for educational purposes.  
 
Time for questions and discussion will follow the 
slide presentation. 



Mineral Estate & Surface Estate 

 

Â The mineral estate may be separated from the surface 

ownership. 

Â Surface owner does not have the right to prevent the 

development of the subsurface mineral estate. 

Â If an oil & gas lease is silent about surface use, there is an 

implied right to use the surface to develop the minerals.  

Â ñReasonable Accommodation Doctrineò - ñAn operator shall 

conduct oil and gas operations in a manner that 

accommodates the surface owner by minimizing intrusion 

upon and damage to the surface of the land.ò CRS.34-60-127. 

Â L & O recommends both Oil & Gas Lease and Surface Use 

Agreements. 



What about Surface Owners? 

ÂñReasonable Accommodationò 
ü C.R.S. Ä34-60-127(1)(a) requires oil and gas operators 

to conduct operations to accommodate the surface 
owner by ñminimizing intrusion upon and damage to 
the surface of the land.ò 

ü Select alternative locations for wells, roads, pipelines, 
production facilities, etc.  

ü Mitigate the impacts of oil and gas operations on the 
surface as technologically sound and economically 
reasonable 

ü This does not prevent an operator for entering and 
using the surface as is reasonable and necessary for 
exploring and developing oil and gas production. 



Oil & Gas Lease Provisions:  

Â Granting Clause ï defines what rights are 
granted and defines property.  

Â Duration Clause ï usually includes a ñprimary 
termò and ñsecondary termò. 

ü Oil & Gas wells ñcapable of producing in paying 
quantitiesò. 

Â Royalty Clause ï defines the payment amount 
and method of calculation. 

ü Royalty ñfree of costsò ï may include ñmarketableò 
provision for gas. 

ü Paying a higher percentage minus ñPost-Production 
Costsò. 

Â Pooling Clause ï combining leased lands with 
adjoining lands to form a ñpoolò or a ñunitò. 



Oil & Gas Pooling - Voluntary 

Â Voluntary pooling ï the landowner(s) agree to 
pool their lands and influence the conditions of 
drilling and operations.  

 
ü Surface Use Agreement ï locations of drill sites, 

roads, pipelines; remediation, etc. 
 
ü Pugh Clause ï the lease will end in all non-producing 

areas when the primary term ends.  This means that 
drilling operations or production in a part of the 
pooled unit will not preserve the whole lease.  
Portions of the leased lands that are not held by 
production are released from the lease. 



Oil & Gas Pooling - Compulsory 

Â Compulsory or Forced-pooling ï most states 
have statutory provisions allowing or 
compelling landowners to enter into a pooling 
arrangement. 

 

ü Purpose ï protect property owners from loss by 

production on adjacent lands. 

 

ü Current environment ï used by mineral development 
companies to consolidate both leased and non-
participating lands into drilling units.  

 



Pooling Considerations for Landowners 

VOLUNTARY POOLING  

 

Influence provisions and 
operations 

 

Royalties from 12.5% to 
20% 

 

Bonus Payment 
(thousands per acre) 

 

  

 

FORCED POOLING 

 

No direct control, 
ñreasonable useò 

 

Royalty of 12.5% or 
ñPPCò terms 

 

No Bonus Payment 
($0.00 per acre) 

 

 

 



Regional Municipalities with O&G 
Development 

Brighton  

Dacono 

Milliken 

Longmont 

Wellington 

Fort Lupton 

Erie 

Johnstown 

Severance 

 

Brush 

Frederick 

Evans 

Loveland 

Kersey 

Firestone 

Greeley 

Eaton 

Fort Morgan 



Wells Adjacent to Windsor 



Vertical Drilling 



Directional Drilling 



Diamond Park Aerial 

 


