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OVERVIEW

* Lease Termination Claims
* Review Nature of Oil and Gas Leasehold Estate
* Failure to Perpetuate Past Critical Lease Deadline
* Failure to Maintain Lease during Secondary Term

e Defenses
* Savings Clauses
* Affirmative Defenses

* Practical Considerations for Development

Nature of

Oil and Gas Leasehold Estate

Typical Oil and Gas Lease:

* Present Conveyance of Real Property Ownership

* Lessee owns a Fee Simple Determinable Estate in the QOil and Gas in Place.
Stephens County v. Mid-Kansas Oil & Gas Co., 113 Tex. 160, 176,254 S.W. 290, 295 (1923).




Typical Habendum Clause

* Defines the duration of the mineral estate

* Typically for a fixed primary term (3 years) and “as long thereafter as oil
and gas is produced in paying quantities.”

* Typically requires “commencement of drilling operations” or production in
primary term

* If unmodified, production anywhere on the Leased Premises will maintain
the entire Leased Premises

* Other clauses may extend or modify the Habendum clause’s term

Typical Habendum Clause

Clauses that can modify the Habendum include:
* Continuous Development Clause
* Retained Acreage/Depth Severance Clauses
* Pooling/Pugh Clause
* Lease Savings Clauses
* Temporary Cessation of Production Clause
* Shut-in Clause

* Force Majeure Clause
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