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Introduction
Energy Point Consulting Team

Donna King founded Energy Point to serve a niche in the energy data management and contract services market.  Leveraging industry skills 

and a deliverable focused business model, Donna leads the company in delivering value to its clients through high quality services, data 

management and creative service solutions.  She is passionate about education and building strong collaborative teams. Donna is a proven 
leader with 19+ years of experience and has successfully led and executed many large scale ERP implementations and data clean up 

projects.  Donna has been a featured educational speaker at NADOA, NALTA, CAPDOA, ALTX, COPAS, and many other organizations and has 

held a CDOA. She has held positions on the NADOA board, held board and officer positions including Vice President and President of 
CAPDOA.  She obtained her bachelor’s degree at Southern Nazarene University and has 3 darling children.  She enjoys the sunshine, 

reading, audiobooks, and corny jokes.



Basics Course Agenda

• Division Orders?  What’s that?
• Overview of Interest Types and Terminology
• Sherlock Holmes the Division Order Analyst
• Basic Calculations

• Royalty Interest

• Working Interest

• Overriding Royalty Interest

• NEMI and NPRI

• Undivided Interest

• Community Lease/Entireties Clause



Division Orders? What’s that?

The role of the division order department is to essentially translate title, leases, pooled units, and other various working interest 
agreements into numerical form to lay the groundwork for accounting and marketing so that all owners are billed and paid 
appropriately.

Another function our department serves is setting up and tracking ownership changes and to generate division orders.  This 
involves setting up owner numbers, entering in W-9 information, tracking pay codes, subordinations, title requirements, processing 
changes of ownership, and processing division orders.  All of this in accordance with various state laws and regulations as well as 
compliance with internal and external audits.

Division Order Analysts are part detective, legal specialist, customer service representative, and problem solver.



Purpose of a Division Order

• Identifies Title Name, Net Acres, Total Unit Size, Lease Rate, and Unit Interest
• Royalty owner is on notice that a unit is in production
• Confirms correct name, address, and tax identification number is in our system
• Interest owner has opportunity to confirm their unit interest calculations
• Return of division order authorizes operator to distribute royalty payments



Terminology | Key Terms

• Royalty Interest:  The mineral owner (Lessor or Grantee of subsequent deed if no mineral reservation)

• Working Interest:  The Lessee or Assignee

• Overriding Royalty Interest:  An interest carved out of leasehold working interest

• Non-Participating Royalty Interest (NPRI):  Typically either reserved or assigned out of royalty interest reserving the rights to a 

percentage of royalty. Does not include the right to participation in the execution of, the bonus payable for, or the delay rentals to 

accrue under the lease. (Not credited with mineral acres, just the percentage of royalty)  The NPRI owner should sign ratifications 

granting the right to pool their interest.

• Non-Executive Mineral Interest (NEMI):  Typically either reserved or assigned out of mineral interest reserving the certain rights to a 

percentage of the minerals. Does not include the right to participation in the execution of, the bonus payable for, or the delay rentals 

to accrue under the lease. (Credited with mineral acres at the lease rate agreed to by Executive Mineral Owner) The NEMI owner 

should sign ratifications granting the right to pool their interest.

• Undivided Interest:  Interest that is undivided, meaning that there are no physical boundaries of ownership within the stated lands.



Record Title | Layman’s Terms

Deed:  A written deed is the instrument used to convey ownership of real property. (“tangible” mineral interest)

Assignment:  Assigns “intangible” working (leasehold) interest and/or specific rights (NPRI/NEMI/ORRI/WI)

Probate/Will:  Property and minerals also pass through probated wills.



Interest types overview
How do Working Interests and Royalty Interests work together?

GROSS WORKING 
INTEREST

Working

Interest

Royalty

Interest

NET REVENUE 
INTEREST

Working

Interest

Royalty

Interest

INTEREST TYPES ACRES NRI UNIT INTEREST GWI

Working Interest 100.00 0.80000000 0.80000000 1.00000000

Royalty Interest 100.00 0.20000000 0.20000000

TOTAL UNIT SIZE 100.00 1.00000000 1.00000000



Practical Application – WI and RI
Unit Interest & Gross Working Interest Calculations for Royalty and Working Interests

INTEREST TYPES ACRES NRI 
UNIT 

INTEREST GWI

Working Interest 60.00 0.87500000 0.05250000 0.06000000

Royalty Interest 60.00 0.12500000 0.00750000

TOTAL UNIT SIZE 1000.00 0.06000000 0.06000000



Interest types overview
How do Working Interests, Royalty Interests, and Overriding Royalty Interests work together?

GROSS WORKING INTEREST

Working Interest

Royalty Interest

Overriding Royalty

Interest

NET REVENUE INTEREST

Working Interest

Royalty Interest

Overriding

Royalty Interest

INTEREST TYPES ACRES NRI UNIT INTEREST GWI

Working Interest 100.00 0.75000000 0.75000000 1.00000000

Royalty Interest 100.00 0.20000000 0.20000000

Overriding Royalty Interest 100.00 0.05000000 0.05000000

TOTAL UNIT SIZE 100.00 1.00000000 1.00000000



Practical Application – WI, ORRI and RI

Unit Interest & Gross Working Interest Calculations for 
Royalty, Overriding Royalty, and Working Interests

INTEREST TYPES ACRES NRI 
UNIT 

INTEREST GWI

Working Interest 60.00 0.82500000 0.04950000 0.06000000

Royalty Interest 60.00 0.12500000 0.00750000
Overriding Royalty 
Interest 60.00 0.05000000 0.00300000

TOTAL UNIT SIZE 1000.00 1.00000000 0.06000000 0.06000000



Basic Calculations

Gross Working Interest 
(Net Acres / Total Unit Size = Gross Working Interest)

Net Working Interest 
(Net Acres / Total Unit Size X Delivered Net Revenue Interest = Unit Interest

Royalty Unit Interest (includes ORRI, RI, NEMI)
(Net Acres / Total Unit Size X Royalty Rate = Unit Interest)

Non-Participating Royalty Unit Interest
(Net Acres / Total Unit Size X % of Royalty = Unit Interest)



I’ve got the tools…now where do I find the information?

https://encrypted-tbn1.gstatic.com/images?q=tbn:ANd9GcS5uASBsBNGfHjZtzdOPafv3mQVei_Mq03xjaKwOunu6hvXmFV52eo601FK

http://www.google.com/url?url=http://www.hypergeeky.com/sherlock-holmes-2009-review/&rct=j&frm=1&q=&esrc=s&sa=U&ei=fA3YU_HaAoTQ8AGJ7YCoAQ&ved=0CBoQ9QEwAg&usg=AFQjCNEEk8IMD7kxJu_vRj9XqgFBzRF1gg


Leases | What matters?
Definition:  A grant of the sole and exclusive right to explore for oil, gas, and sometimes other minerals, and to extract 
them from the ground.

• Establishes Lessor and Lessee
• Describes lands
• Contains a term
• Establishes Royalty Rate
• Early Pay/Timing of royalty payments
• Held by Production (HBP)

• Pugh Clause
• Entireties/Apportionment Clauses
• Pooling Provisions
• Shut-in Payments
• Can contain a multitude of different provisions
• May contain addendums
• Should be executed and notarized properly
• Memorandum or actual Oil & Gas lease must be of record
• Lease Ratifications
• Depth Limitations



Lease Example



Lease Example

Royalty Clause Examples



Lease Example

Early Pay Examples – 
Usually set out a time frame shorter than 120 days and 
include a penalty if royalties are not paid timely.



Lease Example
Held by Production (HBP) Example



Lease Example
Pugh Clause Example



Lease Example

Entireties Clause Examples
 Examples



Lease Example
Pooling Limitation Example



Lease Example
Take note of Depth limitations in leases, if applicable



Lease Summary

Leases are essentially the same but have numerous variations and 
formats.

Record title also takes on a multitude of formats, but typically contains 
words of grant or conveyance.  The appropriate documentation should 
be filed of record in order to transfer a particular type of interest or in 
accordance with your company’s policy and business risk limitations.

We must incorporate all information and evaluate it appropriately in 
order to accurately maintain and set up title decks.



Title Opinions & Ownership Reports

Title Opinions – An Opinion rendered by a title attorney establishing the certification 
of title date, royalty, overriding royalty interest, and working interest ownership, 
and title requirements.

Ownership Reports – Usually a chain of title established by a broker outlining the 
royalty ownership.  This is usually not as reliable as a title opinion .



Purpose of Title Opinions
Title Opinions:  Establish ownership and based off of record title and outline 
any curative needed to satisfy title requirements.
• Several different formats, but all should outline royalty ownership, lease rates, 

working interest ownership, and overriding royalty interests through the date in 
which the opinions were certified.

• Drilling Title Opinion:  Usually not a complete unit review and does not 
take in calculations.

• Division Order Title Opinion:  Should be a comprehensive and thorough 
review of the title for the Unit.

• Title Opinions will describe the lands covered by the opinion as well as the 
last date the title is certified through.



Title Opinion Example
General Title Opinion Format describes

• the lands the opinion covers
• what records were examined
• the date the title is certified through



Title Opinion Example
General Title Opinion format:

Names the mineral ownership
Names working interest ownership
Names overriding royalty interest ownership

This is the basis of title decks unless we are made aware 
of other ownership changes or deals made subsequent 
to the opinion.

Amelia Earhart

Amelia Earhart

Amelia Earhart



Title Opinion 
Example

Title Opinions will generally outline the leases covered and any 
title/curative requirements, mortgages and liens. They will also usually 
include what the opinion does not cover.

Amelia Earhart

Amelia Earhart

Amelia Earhart

Amelia Earhart



Title Opinion 
Example

Title Opinions also usually describe the chain of title.

Amelia Earhart

Amelia EarhartAmelia EarhartAmelia Earhart



Ownership Report Example
Ownership Reports can be in numerous types 
of formats and have less standard types of 
information.  They typically provide updated 
ownership of the royalty and whether or not a 
valid lease is tied to the lands described.



Title Opinion & Ownership Report Summary

• Title Opinions are our most reliable source for setting up ownership in a well.

• Ownership Reports do not have a standard format, but should outline royalty ownership 
and the lease associated with the described lands it covers.

• We must incorporate all information and evaluate it appropriately in order to accurately 
set up our title decks.  If ownership is set up differently than what is in the title opinion or 
ownership report, it should be from deeds or assignments subsequent to the opinion and 
ownership report.



Declaration of Pooled Unit (DPU)
• Purpose of Declaration of Pooled Unit (DPU) (or other type of state or regulatory filing)

• The DPU is a legal document filed at the County Courthouse
• Formally declares and describes the producing unit
• Outlines the leases pooled and lease acreage attributed to the unit
• Per the terms of the leases a DPU is filed to indefinitely hold the lease for the life of the well 
• Need for Unit Revisions

•  Drilling/Regulatory set backs

•  Review of Title Acreage



DPU Example

Gusher 1H

Gusher 1H

Gusher 1H

A+ Drilling Company

A+ Drilling Company



DPU Example

Gusher 1H



Congratulations!  
You have earned your detective badge!



Basic Calculations

Gross Working Interest 
(Net Acres / Total Unit Size = Gross Working Interest)

Net Working Interest 
(Net Acres / Total Unit Size X Delivered Net Revenue Interest = Unit Interest

Royalty Unit Interest (includes ORRI, RI, NEMI)
(Net Acres / Total Unit Size X Royalty Rate = Unit Interest)

Non-Participating Royalty Unit Interest
(Net Acres / Total Unit Size X % of Royalty = Unit Interest)



EXAMPLE WELL DPU PLAT
Netherfield Park 1H



EXAMPLE WELL TITLE 
Netherfield Park 1H



EXAMPLE WELL TITLE
Netherfield Park 1H



EXAMPLE WELL LEASES



EXAMPLE WELL LEASES



EXAMPLE CALCULATIONS 
NETHERFIELD PARK 1H



BASIC CALCULATIONS EXAMPLE



Questions & Answers



Advanced Course Agenda

• Payouts – Farm Out Agreements, Non-Consent
• Pooling, Area of Mutual Interest, Joint Operating Agreements
• Burden Spreads – Tying it all together
• Communication
• Questions



Pooling, JOA, AMI

To obtain a basic understanding of Joint Operating Agreements (JOA) and Areas of Mutual Interest (AMI) and how they 
affect Division Orders

Joint Operating Agreement (JOA) – Basic agreement that governs and establishes how parties will share in costs and 
production within a Contract Area.
Area of Mutual Interest (AMI) – Agreement establishing parties rights and interests in an area of development and 
how individual leases will be shared within the AMI.

To obtain a basic understanding of Pooling Requirements (if applicable) in active areas.  We will break down why they 
are necessary and when they need to be filed.

Declaration of Pooled Unit – TX, OH, WV, PA
Force Pooling – Oklahoma
Pooling Requirements - Wyoming, Colorado, North Dakota, New Mexico, Louisiana, Kansas



Joint Operating Agreement

Purpose of Joint Operating Agreement
4 basic forms of AAPL Form 610 Model Form Operating Agreement (1956, 1977, 1982, 
and 1989)

Applicable (must) to working interest owners if more than just the Operator owns an 
interest in the well.

Establishes the lands forming the Contract Area.  

Establishes how costs should be treated, and penalties if partner does not participate in 
the drilling of the well. 



JOA Example



JOA Example
Paragraph B is an important paragraph to read and understand as it describes the interests of parties in the unit.



JOA Example

This portion addresses Non-Consent 
penalties. This is a key provision that 
needs to be reviewed if a party elects 
not to participate.



JOA Example
Example of JOA Exhibit “A” regarding Contract Area

Longbourn Drilling Co
222 Bennett Street
Hertfordshire, England

Rosings Drilling Co
333 De Bourgh
Kent, England

Pemberley Drilling Co
444 Darcy Lane
Derbyshire, England

Pemberley Drilling Co

Longbourn Drilling Co   20.3079 2.979638%

Rosings Drilling Co  169.2325                            24.830315%

Pemberley Drilling Co  492.0156                            72.190047%
          681.5560                          100.000000%

Longbourn Drilling Co and Rosings Drilling Co



AMI Example
AMIs can take on many different forms and formats.  
The language within the agreement should outline 
how interests are to be shared and treated within the 
boundaries established by the AMI.



AMI Example

AMIs are agreements borne out of a geographical area typically for a specified amount of time.



JOA & AMI Summary

• Most standard form JOAs have specific language stricken and edits 
made. Be mindful of this when looking at JOAs.

• Joint Operating Agreements have a direct impact on how royalty and 
working interests functions are performed and can have significant 
impact on calculations.

• AMIs do not have a standard format and often cover a large area.  



Forced Pooling | Why?

Force Pooling
Definition: Forced/Compulsory Pooling-regulated by the Oklahoma Corporation Commission

What is filed: Application & Notice of Hearing setting a hearing date. A Pooling Order is issued
 15 days after notice has been given & published in two newspapers.

Timing:  After the Order has been issued pooled parties have 20 days to make an election or they 
 will be deemed to have made an election.



Burden Spread | Calculations

Taking things one step further…
Work through the example well
Calculate each working interest owner’s proportionate share of the 
unit interest for each of the royalty and overriding royalty interest 
burdens



After Payout (APO) 
Scenarios and Calculations

APO scenarios can be caused by a partner electing to go non-consent in a well 
under the terms of the JOA, Farmout Agreements, and a variety of other specific 
agreements. 



Interest Types Overview
How do Working Interests, Royalty Interests, and Overriding Royalty Interests work together?

GROSS WORKING 
INTEREST

Working

Interest

Royalty Interest

NET REVENUE 
INTEREST

Working

Interest

INTEREST TYPES ACRES NRI UNIT INTEREST GWI

Working Interest 100.00 0.75000000 0.75000000 1.00000000

Royalty Interest 100.00 0.20000000 0.20000000

Overriding Royalty Interest 100.00 0.05000000 0.05000000

TOTAL UNIT SIZE 100.00 1.00000000 1.00000000



Basic Calculations

Gross Working Interest 
(Net Acres / Total Unit Size = Gross Working Interest)

Net Working Interest 
(Net Acres / Total Unit Size X Delivered Net Revenue Interest = Unit Interest

Royalty Unit Interest (includes ORRI, RI, NEMI)
(Net Acres / Total Unit Size X Royalty Rate = Unit Interest)

Non-Participating Royalty Unit Interest
(Net Acres / Total Unit Size X % of Royalty = Unit Interest)



Example Calculations
Netherfield Park 1H



Example Calculations
Netherfield Park 1H



COMBINING WORKING INTEREST



Burden Spreads | Tying it all Together

Burden Spreads are the reflection of the burdens each working interest owner proportionately bears of the royalty and 
overriding royalty interest.



BURDEN SPREAD EXAMPLE
NETHERFIELD PARK 1H



BURDEN SPREAD CALCULATIONS 
(APO)
NETHERFIELD PARK 1H

= Unit Interest X 1
= 0.03 X Unit Interest

= 0.72 X Unit Interest

= 0.25 X Unit Interest

Net Acres / Total Unit Size X Lease Rate = Unit Interest

Checks in place to ensure well balances



Burden Spreads OK
Important differences:  Revenue Decks, PPI Decks

PPI formula:  = (Sum of WI & ORRI Burdens) / (1-Total Royalty Burdens)

Royalty Share Formula:  = PPI X Total Royalty Burden

= Sum of WI & ORRI Burdens = Sum of all WI & ORRI Burdens



BPO WORKING INTEREST 
CALCULATIONS



BPO WORKING INTEREST CALCULATIONS

= 20.3079/512.3235 X 169.2325

= 492.0156/512.3235 X 169.2325

=20.3079+6.708177

=492.0156+162.524323

= UNIT INTEREST / GWI

CHECKS IN PLACE TO 

ENSURE BALANCE



Burden Spread Calculations – BPO
Netherfield Park 1H



BURDEN SPREAD CALCULATIONS – BPO
Netherfield Park 1H

= (0.03 x UI) + ((8.236254/169.2325)*(0.25 X UI))



GREAT JOB! You made it!!

WHEW!!!!



Questions & Answers
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