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THE ROYALTY CLAUSE & TEXAS DECISIONS

* The Early Cases: Vela, Middleton, Yzaguirre, Heritage, Judice
* The Later Cases: Hyder, Potts, Warren, Texas Crude
* The Most Recent Cases: Blueston v. Randle, Bluestone v. Engler

* The Pending Case: Devon v. Sheppard

ROYALTY AUDIT ISSUES

Downstream Commingling, Condensate Shrinkage, Lease/Plant Fuel, Flaring/Venting, Lost
& Unaccounted for (LUF), T&F Fees, Skim Qil, etc




Post Production Costs from the Lessor and Lessee’s Sometimes Differing Perspectives

William James Murray

Full Name: William James Mumay

ARA Bl

Location: o

Reason for Eligibility: Member and Chainuan, Railroad Commission of Texas
Birth Date: February 17, 1915

[T Angust 3, 2004

Buried: Auguit 6, 2004

MURRAY, WILLTAM JAMES (1915 - 2004) William James “B: furray, Jr, member and chawman of
the Rasirond Commissson of Texas, was born February 17, 1915, m Coleman, Tesas, to William James, S
nd Vagina McGowan Musray. Growing up in the ol felds of northwest Texas, by bis father's sade,
Murray, natueally, became interesied in the ol business. After graduaring Grom Cisco High Schoal as the

I 0 1931, he wy varded & scholarship 16 aend Sunmens Callege. non Hardin Simensas.
Unaversary, i Abudens. After rvo vears, in 1933, be wanaferred to the Unnveriry of Texas a1 Austia, where
b ensolled in the pewty created Petraleum Engineering deparment. In 1936, aBer recerving b
undesgraduste degree, he continued his studies a2 UT and eamed o Master's degree in Petreleum
Engineering, graduarmyg with the first lass - four stsdents - 10 the complete the peogram While st UT, be
wan anasded the Drsrs medal for the haghewt nunber of grade powts uw the Engmersing Sehoo! (3 record
that ssands todan], as well as the Distinguished Graduate anasd of the UT School of Erpincenag

Murray's devenn vo the College of Engmesrmg contnised throughout has lfe, and i 1989, the Wilkians J
“Bill” Murray Endewed Chair of E: ering was eviablished by several of induwtry friends. Masched
by university fimnds, the program now fueds six or mote projects per yesr, in all engineering disciplines

After weacking petreleum engmeering and domg revearch werk st UT, Maurray joined his father i Abilene
and worked for Bramnca Oil and Gas as an engmeer, geologinn, and bease superaendent. Dusing this time.
he coured Miss Emma Jo Newson of Burken, Tewess, who was & frashman at Foha Tarlston Collage, now
Tasbeton State Usivenary. They weee later marned in 1939,

Tn July, 1938, Mumray renamed to Austin to woek for the Railroad Commission of Texas as a senior
petroleum enginesr Durng this teme, he was Isbeled & “comervaonsn ~ Knowng thar Texss” odl would
net last focever, be worked 1o conserve snd preserve the driving ficce behind Texa' econonty:. He also
wosked 1o prevens companses from flaring. o7 burring off the natural gas that was & by product in dnilling
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POWER
POLITICS

by Paul Burka

How one company's wheeling and dealing brought the energy
crisis into your life.
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Post Production Costs from the Lessor and Lessee’s Sometimes Differing Perspectives

BlueStone v. Randle
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Attached to and mede a part of Oil, Gas and Mineral Lease dated Apnil 1, 2003, by and between MURRAY
RANDLE, Lessor and QUICKSILVER RESOURCES, INC, Lessee It is understood and agreed by all parties that
the language on this Exhibit “A”™ supersedes any provisions to the contrary in the printed lease hereof

BT 1t U3 A B g5 1t Py
4 ANYTHING HEREIN TO THE CONTRARY notwithstanding, the royalties to be paid Lessor on produdmnm
ore- F\ﬁm he-{345), and wh the word One-Exghth appears in this lease, the same is hereby amended to

R maamsmmmreﬂa 6Ne- FIFTH (Js) Lo m(L_

26 LESSEE AGREES THAT all royalties accruing under this Lease (including those paid in kind) shall be without
Mumﬁwﬂywﬂuﬂy.ﬁrhmufpm&mgmhmmmmawm
compressing, processing, transporting, and otherwise making the oil, gas and other products hereunder ready for
sale oruse Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements
for severance taxes and production related costs

POST
PRODUCTION

EXPENSES
AFTER
HERITAGE

Warren v. Chesapeake Expl., L.L.C., 759 F.3d
413, 414 (5th Cir. 2014)

* “20% of the amount realized, computed
at the mouth of the well”

* No deductions clause
* Post-production deductions: OK

e But not 3" lease: “market value at the
point of sale”
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Find the full text of this and thousands of other resources from leading experts in dozens of
legal practice areas in the UT Law CLE elibrary (utcle.org/elibrary)
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