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Income from land in most of Ok-lahoma involves income from 
the oil and gas which may be .found underground as well QS income 
from the .farm Qlld ranch operations on tile surface of the land. In
come from the subsurface is of two types: {I) Oil or gas actually 
produced {royal!ties); and {2) Payments for the right to drill for 
oil {leases) . • 

From the standpoint of total VMue, income from royalties on 
produced oil is the more important of the two sources of subsurface 
income. However, from the standpoint of llhe amount of land 
involved and .the number of pe.rsons a-fleeted, income from leasing 
su'bsurface rights assumes great importance. 

OkJahomans are increasin~ly recognizing that income from 
leasing is an important element m the State's agricultural economy. 
Therefore, the Experiment Station undertook a study of the situ
ation in the western fart of the State {see map, Figure 1.) This 
bulletin is a report o that study. The data obtained point to the 
foHowing conclusions: 

I. Income from undeveloped mineral rights amounts to about 
one-fourth of the total income to ·land in the area. A majority 
{62 percent) of the farms in the area participate in this income. 

2. It can .normally be expected ·that, over a period of time, 
one-fourth of the land in western Oklahoma wHl be under .lease 
for oil and gas. However, the exact proportion will vary from 
year to year. Between 1938 and 1947 there was an upward trend. 
In the latter year, 44 percent of the land was under lease. 

The proportion under lease is not uniform for all parts of 
western Oklahoma. In some parts it was above 50 percent; in 
othen, it was as low as 15 percent. The variation among areas is 
descri!bed in more detail later in this bulletin. 

Total income received by landowners in western Oklahoma 
from leases averaged about $6,000,000 annually for the period 
• The aeneral procedure In leasing land for oil and sas production Is described on pase 

15 to 16. 

[8] 
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- SUB-REGIONS 

•• .._ STUDY AREA 

DGURE I.-Area Studied. 
Map shows the area studied-25 counties and portions of 12 othaa. 
Income from leasing is rerognbed as an important part of the State's api
cultural economy. Based on certain assumptions, it appears that Invest· 
menta in subsurface rights gave a better retum than surface Investments 
during the ten-year period, 1938-1947. 

1938 to 1947. It varied from $2,653,000 in 1942 to $11,554,000 in 
1944. The average subsurface income per aore lor land under lease 
was $1.50 per year. 

3 Based on certain assumptions (discussed later), it appears 
that investments in subsurlace rights gave a better return than did 
investments on the aurface during the ten-year period 1958-1947. 
As an estimate, the subsurlace returned about 6 percent on the in
vestment whereas the return from the surface investment was about 
5 percent. 

These conclusions are based on a study of 23 complete counties 
and portions of 12 others. This area includes, roughly, 15,791,000 
acres of land in famls. Obwously, all tracts in an area this size 
could not •be studied without undue oosL Nor, ·for the same reason, 
could the entire legal history of each tract •be studied. Therefore, 
a ten-year legal history of a sample consisting of more than a 
thousand quarter-section tracts was studied. This sample is be
lieved to be .fairly representative of the whole area.1 

For persons interested in some particular J?art of the area 
studied, the information obtained is presented m the following 

l A previous detailed study of one county, coupled with preliminary examination of the 
area ltudied here, Indicated that the ten-year period 19U·47 was fairly representative 
of the biltory of leasioc activity in the a-. The -pie tracts were ro chosen 
tl)at it is PIObable the data from them are representative of all tracts in the area. 
An explaDadoll of the -Plloc technique will be furniahed upon request. 
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pages by sub-areas as well as for western Oklahoma as a whole. 
These sub-areas (see Figure 2) include the following counties: 

Sulrarea 1: Blaine, Dewey, Ellis, Harper, -Major, Woods, 
Woodward and part of Beaver. 

Sulrarea 2: Beckham, Custer, Roger Mills. 

Sub-area 3: Greer, Hannon, Jackson, Kiowa, Tillman and parta 
of Com.aiJIChe and Cotton. 

Sub-area 4: Caddo, Grady, Washita, and parts of Garvin, Mc
Clain and Stephens. 

Sulrarea 5: Alfalfa, Canadian, Garfield, Kingfisher, and parts 
of Logan and Oklahoma. 

Sulrarea 6: Grant and parts of Kay, Lincoln, Noble and Payne. 

Proportion ol Land Leased 

The .first step in determining the income to western Oklahoma 
land from oiol and gas leases was to find ·the proportion of the land 
under lease. This was done ·by studying the ten-year leasing history 
of each of the sample tracts. . The proportion of the total acreage 
of these tracts that was Jeased eadi year was assumed to be the 
proportion of all acreage in the area ~eased eadl of the years. 

FIGURE 2.-Sub-Area Iaformatioo. 
Mineral rights inoormation obtained is presented by six sub-areas as shown 
on the map. Information by sub-areas, as well as lor western Oklahoma 
as a whole, is given for persons intaested in some particular part of the 
area studied. 
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Talble I shows the acres under lease each year, and the year to 
year change. It .is apparent that the proportion of land leased 
vades considerably from year to year, and between different areas 
in the same year. Figure 3 shows this graphically. 

Leasing activity appall'ently is affected by the general economic 
situation, the same as any other business. The year 1942 was the 
low year in land leased, not only for the area ·but for nearly all 
the sub-areas. This probably was due to unsettled oonditions the 
first year of the war. In 1943, increased demand for oil led to a 
sharp rise in leasing; and the taking of new leases reached a peak 
in 1944. After 1944, new leasing continued at a less rapid rate, 
but a greater proportion of older leases was kept in effect. 

By 1947 nearly seven million acres were under lease in western 
Oklahoma. This compares with an annual average of slightly 
more than three million acres prior to 1940 and a low of a little 
more than two mil1ion in 1942. The ten-year average of acres 
leased .is roughly four million acres, or 25 percent of the total land 
in .farms in the area. 

FIGURE J.-Leasias Activity. 
As in any other business, leasing activity apparently is affected by the roerat economic situation. Nearly seven million acres were under lease 
m western Oklahoma by 1947, as compared with the ten-year average of 
approximatdy four milHon acres. Leasing activity, as shown above, va· 
rfes considerably between suiHu'eas. 
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Table I.-Total A.cres, Total A.cres Leased lry Years, and A.cres 
Under New Lease Each Year, 1938-1947. 

Percent .ACiel Lease4 
Year Total P-t .ACiel under under -lOCI leased leased new lease aew 1eale zelealeiP 

Western Oklahoma 
1988 15,798,S20 21.521 8,898,499& 8.91 80M7oa 502.962-
1989 20.06 8,168,857 14.0 444,588 674.280 
1940 18.25 2,881,948 10.8 299,045 585,959 
1941 16.75 2,645,704 18.0 845,060 581.299 
1942 14.47 2,284;745 16.7 880,646 741,605 
194!1 18.55 2,898,068 41.5 1,196,149 582,826 
1944 26.95 4,256,542 48.1 2,046,577 688,108 
1945 88.98 5,858,509 28.6 1,584,688 482,671 
1946 !9.02 6,161,770 18.7 1,151.257 847,996 
1947 44.12 6,968,281 16.2 1,181,765 525.254 

Average 25.54 4,002.292 22.1 888,886 546,290 

Sub-Area 1 

(Blaine, Dewey, Ellis, Harper, Major, Woods, Woodward, and part of Beaver) 

1988 4,784,640 10.64 509,512 8.5 45,060 98,5(1()1 
19!19 11.05 528.666 19.7 104,825 84,970 
1940 9.82 469,846 11.2 52,680 lll,450 
1941 8.94 427,626 9.0 88.275 80,495 
1942 7.06 557,942 26.8 90,!100 180,185 
1948 12.09 578,472 48.8 282.294 41.765 
1944 27.66 1,528,586 72.6 961,712 216,598 
1945 88.08 1,8191410 85.1 602,864 1a7,040 
1946 48.81 2.585,589 25.4 598,295 77,116 
1947 58.04 2,587,586 11.1 282.294 80.297 

Average 22.71 1,086,808 28.1 505,145 107,!122 

Sub-Area 2 

(Beckham, Custer, and Roger Mills) 

1988 1.828,000 12.72 282,590 2.4 5,485 41,685 
1989 10.91 199,880 u 9,1.40 42,850 
1940 7.25 182,280 8.3 10,9'70 78,120 
1941 5.29 96,695 26.5 25,590 61,125 
1942 6.20 1U,860 88.7 88,250 21,585 
1945 6.81 124,500 14.7 18,280 7,140 
1944 9.20 168,160 57.6 96,885 58,225 
1945 15.45 282,498 42.7 120,648 6,810 
1946 18.80 848,597 59.4 155.272 74,178 
1947 81.58 576,405 48.4 251),4!16 17,628 

Average 12.41 226,942 8U 71,095 40,5!14 



8 Oklahoma Agricultural Experiment Station 

Table !.-{Continued). 

Year Total 
acres 

Sub-Afta 5 

Percent 
under 

new lease 

(Greer, Harmon, Jacbon, Kiowa, Tillman, and parts of Comanche and Cotton) 

19!18 2.827.000 17.91 506,287 15.6 79,150 84,469 
1959 14.79 418,255 9.5 59,578 127.612 
1940 12.69 558,844 6.5 22.615 82,024 
1941 12.75 860,525 19.1 68,945 67 /};64 
1942 15.14 428,000 21.8 95,291 25,816 
1945 12.45 551,975 14.4 50,885 126,912 
1944 12.14 545,075 24.7 84,810 95,708 
1945 14.00 595,675 27S 110.250 57.652 
1946 18.72 529,091 56.5 192.255 58,817 
1947 17.84 504,532 25.5 118,7!15 148.494 

Av.erage 14.84 419,605 20.5 86,050 86,777 

Sub-Area 4 

(Caddo, Grady, Washita, and parts of Garvin, McClain, and Stephens) 

1958 2t359,000 25.14 541,223 5.6 30,405 124,894 
1959 19.83 465,707 15.6 72.510 150.o26 
1940 22.21 519,492 21.2 110,540 5t,455 
1941 21.91 512.598 12.7 65,170 72,564 
1942 19.51 451,364 9.5 42,100 105,J54 
1945 25.11 587.268 55.0 194,140 58.236 
1944 29.65 695,158 29.4 205,495 97,605 
1945 47.67 1,114,899 44.9 500,546 78.805 
1946 51.77 1,210,979 15.5 165.750 67.650 
1947 58.16 1,360,423 11.7 159,050 9,606 

Average 51.87 745,501 20.7 154,149 81,678 

Sub-Area 5 

(A«alfa, Canadian, Garfield, Kingfisher, and parts of Logan and Oklahoma) 

1988 2,649,640 39.75 1,052,592 10.1 105,985 11!1,080 
1959 59.28 1,040,756 15.8 158,975 170,811 
1940 35.26 984,!175 6.6 61.540 167,928 
1941 51.02 821,997 9.8 80.640 193.016 
1942 21.04 557,608 8.1 45,045 809,484 
1943 81.68 859,476 68.5 574,970 298,102 
1944 51.06 1,852.877 46.8 6!1!1.265 119,864 
1945 54.55 1,445,806 10.1 145,750 53,501 
1946 5535 1,412,976 5.6 50,545 82,675 
1947 58.81 1,558,150 15.4 209,820 64,166 

Average 41.58 1,101,609 18.8 206.580 156,752 
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Table 1.-{Continued). 

Year Total 
~ 

Sub-Area 6 

(Grant and parts of Kay, Lincoln, Noble and Payne) 

19!18 1,!165,040 40.77 556,49!1 7.1 59,585 
19!19 57.95 518,096 11.6 60,060 
UNO 54.22 467,056 8.8 40,950 
1941 51.24 426,465 15.6 66,440 
1942 29.04 596,470 18.0 71,460 
1945 50.50 416,582 18.2 75,580 
1944 27.52 575,686 17.7 6MIO 
1945 26.19 !157,478 15.3 54,600 
1946 26.21 557,769 4.6 16,580 
1947 51.60 451,40i 25.9 lll,950 

Average !11.52 450,!150 14.0 60,540 

9 

45,586 
98,457 
91,990 

107,055 
101,455 
55,668 

107,106 
72,808 
16,089 
58.295 

75,448 

• Calculat.ed-New Jeues plus previous year'a land 1euecl minus cunent year'a land JeaaecL 
• Total of all Alb-areas. 
• Calculated fer each Alb-area-New leaael plus prerious year's land 1euecl minus current 

year's land leased. 

That the leasing picture varies considera!bly between sub-areas 
witohin western Oklahoma can be seen by a study of Table I and 
Figure S. In sub-a'l'ea 1, the proportion of land leased averaged 
about 2S percent during the 10-year period. However, during the 
final two years the average was above 50 percenL The upward 
trend, when coupled with oi.l industry reports, indicates that th.e 
proportion leased may remain above 50 percent for some yealfs to 
come. 

The 10-year average of land leased in sub-area 2 was slightly 
more than 12 percent of all farmland. The highest proportion 
leased duri~ any one year was 31.5 percent in 1947. However, 
leasing actiVIty which began in 1948 sharply increased the acreage 
under lease in this area. The activity has continued to the present. 

Sub-areaS had a 10-vear average of about 15 percent of the land 
in farms under lease. The hiJthest proportion under lease during 
any one year was 18.7 percent in 1946. Leasing in this sub-area is 
noted chiefly .for the uniformity of the proportion leased each year. 
There ihas been a recent inorease in leasing activity in the northern 
part of the area which ;borders sub-area 2. The .indications are that 
for the next few years, at least, a fair proportion of the land is 
Jikely to be under lease in these two areas. 

Su·b-area 4 had an average of rou~hly one-third of the farmland 
under lease during the 1 0-year period. In only .two years did the 
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acreage leased fall below one-fifth of the land in fanns. However, 
during tbe final three years of the period, the average under lease 
was above 50 percent. 

Sub-area 5, witlh an average of nearly 42 percent under lease 
each year of the period, had the best leasing .record of all the sub
areas. A majority of the land in farms was under lease the ~ast four 
years of the 1 0-year period. The average for the last half of the 
10-year period closely approached 50 percent when 49.9 percent was 
under lease. 

In sub-area 6, the amount of land under lease was relatively 
stable during the period. The average for the ten-years shows nearly 
one-tbin:l of the land leased each year. While there has been a 
downwald trend in land leased in this su1b-divjsion, the trend has 
been slight and the proportion leased stiU remains substantial. 

Income from Leasing and Bonuses 

The proportion of land under lease means very little until 
translated into income. The next step in the study, therefore, was 
to get figures on the amounts which oil companies paid to land
owners in the way of delay renotals and bonuses. With this informa
tion, it was possible to multiply the number of aaes under lease 
by 'the lease payments per aae and get a figure on the income land
owners received .from leasing. The results are showr. in Tll!ble II. 

In securing information on jncome firom leasing, llhe principal 
difficulty was in obtaining an estimate of bonus payments! 
Only infrequently is a bonus mentioned in the lease contract on file 
in public records. For this reason the bonus figure used in this 
study was based on opinions and such factual data as could be 
obtained kom lease scouts, oil <COmpanies, the U. S. Geological Sur
vey OUice at Oklahoma City, and the Okhthoma &hool Land Com
miSSion! The bonus figures used here are estimated composite 
figures reached after careful consideration of the avai~able factual 
data, and .tempered by the opinions obtained. It is believed that 
they aJre as close to an average or "normal" bonus as can ·be ob
tmned. Some landowners will obtain bonuses much larger than 
the figures used; a few will obtain less. The lease scouts inter
viewed for this study reported dtat bonuses usually range from $1 
to $15 per acre, wdbh a majority falling in the lower portion of the 
range. 
1 The place of the bonus payment in the leasing system is described In the section of thlt 

bulletin on page 16. 
1 The School Land Commission, in particular, has a great 4eal of factual data on file in 

the form of bids on school land ~ Bewever, school land lease sales are held 
only upon request of a pm~pecthe lelllee. Such a request causes the School Laml 
Commission to advertiae the tractJ as open for lease which in effect It public DOtkz 
that someone beliews the tract It valuable for oil and gas. Competition II thereby 
ldmulated and bida utually ao hflher than for bonuteS ordinully paid in the local· 
ity. For thlt reason data obtained from thlt tource mutt be uted with caution. 
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Table II.-Total and Per Acre Income from Leasing and Bonuses. 
19J8-1947. 

Lease Income Bclftus Income Total Income 

Year Per acre" Area Per acrel Area Per Acre' Area 
(dollara) (dollara) (doiJara) (doiJara) ( doiJara) (dol lara) 

Western Oklahoma• 

1938 .89 21789,053 4.25 1,289,084 1.18 4,028.137 
1939 .90 2MS,150 8.25 1,455,503 1.24 3,918.653 
1940 .92 2.883,183 2.50 755,009 1.()9 3,U8,192 
1941 .89 2.086,437 3.65 1.262.273 1.25 3.298,710 
1942 .87 1,660,686 2.60 992.549 1.16 2,65!1,255 
1945 .91 1,554,727 5.60 6,712,917 2.85 8,267,644 
1944 .97 2,152,993 4.60 9,400,782 2.71 11,533,775 
1945 .97 3,706,729 4.10 6,330.249 1.87 I 0,036,978 
1946 .96 4,819,433 4.!10 4,986,745 1.59 9,806,178 
1947 .98 5,74!1,050 4.40 4,985.227 1.54 10,728.277 

Average .93 2,900,626 5.58 3,115,646 1.50 6,016,272 

Sub-Area 1 

(Blaine, Dewey, Ellis, Harper, Major, Woods, Woodward. and part of Beaver) 

19!18 .89 414,964• 1.50 64,590' .94 479.554' 
1939 .87 !169,177 1.50 156,488 .99 525P65 
1940 .98 408,872 1.25 65,787 1.01 474,659 
1941 .89 846.522 1.50 57,4U .94 408,9!15 
1942 .86 212,800 1.25 115,125 .96 525,925 
1943 .82 242,866 2.50 705,755 1.64 948,601 
1944 .95 545.779 2.75 2,644,708 2.26 2,988,487 
1945 .95 1,155,719 !J.!iO 2,110,024 1.79 lJ,265,745 
1946 .96 1,672,602 4.00 2,!175.180 1.73 4,045,782 
1947 .98 2.210,186 4.00 1,129,176 1.32 5,3!19,862 

Average .92 719,125 2.25 686,576 1.29 1,405,710 

(Beckham, Custer, and Jldaer Milia) 

1958 .79 179,413 1.50 8.227 .81 187,640 
1939 .80 152,192 1.50 15,710 .8!1 165,902 
1940 .83 100,646 1.50 16,455 .89 ll7,101 
1941 .88 61,150 2.50 63,975 1.29 125,125 
1942 .86 64,595 2.50 95,625 1.41 160.220 
194!1 .88 98,474 3.00 54,840 1.19 148.514 
1944 .85 60,584 2.50 242.212 1.80 302,796 
1945 .89 144,047 2.50 !101,620 1.58 445,667 
1946 .92 191Ai59 !1.50 478,452 1.94 665,Ul 
1947 .94 306,411 !1.50 876,526 2.05 1,182.937 

Average .86 1!14,028 2.25 159,964 1.30 29!1,992 
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Table 11.-(Continued). 

Yeu Per acrel Area Per Acrfl' Area Per Acre' Area 
( dollan) ( dollan) ( dollan) ( dollan) ( dollan) ( dollan) 

Sub-Area' 
(Greer, Harmon, Jackson, Kiowa, Tillman, and parts of Comanche and Cotton) 

1938 .92 892,966 4.00 816,600 1.40 709,566 
1939 .96 ll6J.S28 2.50 98,945 1.10 462.478 
1940 .98 812,698 5.50 791152 1.09 591,845 
1941 .88 256.590 4.00 275,780 1.46 582,870 
1942 .93 811,279 2.00 186,582 1.16 497,861 
1948 .92 277,001 8.50 178,097 1.29 455,()98 
1944 .98 258,100 4.50 881,645 1.85 684,745 
1945 1.00 285,423 4.50 496,125 1.98 781,54:8 
1946 1.01 840,225 4.50 865,058 2.28 1,205,288 
1947 1.01 889,458 4.00 474,940 1.71 864,898 

Average .95 516,877 5.50 801,175 1.47 618.052 

Sub-Aft& 4 

(Caddo, Gndy, Washita, and parts of Garvin, McClain, and Stephens) 

1988 .94 480,169 5.00 152,025 1.17 682.194 
1989 .96 575,549 2.50 181,275 1.20 556,824 
1940 .98 401,067 2.50 275,850 1.!10 676,917 
1941 1.00 447.228 2.50 162.925 1.19 610,155 
1942 .98 401,079 4:.50 189,450 I.S1 590,529 
194S .98 585,265 5.00 970,700 2.81 1,855,965 
1944 .99 484,766 5.00 1,017.475 2.17 1,502,241 
1945 1.00 614,85S 5.00 2.502,750 2.80 !1,117,08!1 
1946 1.00 1,047,249 6.00 982,880 1.68 2.029,629 
1947 1.00 1,201,!17!1 6.00 954,500 1.58 2,155,678 

Average .98 579,525 4.50 698,671 1.71 1.278,196 

Sub-Area 5 

(Alfalfa, Canadian, Kingfisher, and parts of Logan and Oklahoma) 

1988 .88 785,684 5.'00 529,925 1.25 1,815,609 
1959 .87 767,150 5.00 794,875 1.50 1,562,025 
1940 .87 759,565 5.50 215.590 1.04 97M55 
1941 .88 615,!127 5.00 405,200 1.25 1,018,527 
1942 .77 894,674 8.50 157,657 .99 552.SS1 
194!1 .98 245,991 7.50 4,812,275 5.4!1 4,558,266 
1944 .99 712,416 7.50 4,749,487 4.04 5,461,90!1 
1945 .95 1,254,597 5.00 728,650 1.86 1,968,247 
1946 .92 1,25!1,621 5.00 251,725 1.06 1,505,546 
1947 .99 1,335,822 5.00 1,046,000 1.58 2,881,922 

Average .90 805,526 5.00 1,052,900 1.67 1,888,4:26 
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Table 11.-{Continued). 
Lease Inc:ome Total IDcome 

Year Per ~ Area Per Acre' Area Per Acre' Area 
(dollaD) (dollaD) (doJJan) (llolluJ) (dollaD) (dollaD) 

Sub-Area 6 

(Grant and parts of Kay, Lincoln, Noble and Payne) 

1938 .94 485,893 5.50 217,717 1.26 
1939 .94 430,554 uo 210..210 1.24 
1940 .94 400,540 2.50 102,375 1.08 
1941 .86 309,620 4.50 298,980 1.43 
1942 .85 276,259 uo 250,110 us 
1943 .91 S1MSO 6.50 491.270 1.92 
1944 .90 278,M8 5.50 365.255 1.71 
1945 .90 272,590 3.50 191,100 uo 
1946 .92 314,077 2.50 40,950 .99 
1947 .94 300,305 4.50 503,685 1.86 

Average .91 336,690 4.00 24U60 1.M 

1 Total of the six sub.areas. 
• Lease income divided by Acles on which rent was paid. 
• Total Bonus income divided by total of new leases taken. 
• Total income divided by total acres uuder lease. 

703,610 
640,764 
502,915 
608,600 
526,369 
801,400 
643,603 
463,690 
355,027 
803,990 

578,051 

• Computed by appl.ylua per acre Income to acres leased minus acres under new leue as 
ahowu in table ou lealfns for the aub-areas. 

• Per Acre income estimated aud applied to acres of new leases as showu in table ou feasins 
for the sub-areas. 

'The total of feue income plus bouUI income. 

Lease rent in western Oklahoma as a whole averaged 9S cents 
per acre over the 10-year period studied. The average lease rent 
mcom.e in the area was $2,900,626 per year. 

The estimated bonus income for the area averaged $S,ll5,646 
per year, or $S.5S per acre for new leases. 

Tot:rl inoome for the area as a whole averaged $6,016,272 per 
year for .the period, or $1.50 per acre for all land leased; almost 
equa.lly divided between lease rentals and bonuses. 

The highest income yeu- was 1944. Lease rents and !bonuses 
that yeaor totaled $11,5SS,775, about 80 percent of whioh came from 
·bonuses. However, on per acre basis, income in 1944 was exceeded 
'by that in 194S, when the average per acre income amounted to 
$2.85 on the acreage under lease. The low point ·in total income 
during the period occurred in 1942 when slightly more than 
$2,65S,OOO were Teceived by landowners, roughly two-thirds coming 
from lease rentals. 

It should lbe pointed ouot that these amounts accrued to land 
leased. In sub-areas 2 and S, more than ·'ha.lf the land was not 
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Table 111.-Estimated Relationship of Income to Land from Oil 
Leasing and from Agriculture in Western Oklahoma.• 

1989 1944 A venae 

Income from oil leases $ 8.914,000 $11,584,000 $ 7,724,000 
Net return from agriculture 12,151,000 80,427,000 21,289,000 
Total income to land 16,065,000 41,961,000 29,018,000 
Percent from oil leases 24.4 27.5 26.6 
Assumed Investment 

InLand 888,757,000 486,209,500 409,988,450 
In Mineral Rights 78,966,600 172,468,000 125,714,800 

Percent retum on investment 
From oil leases 5.0 6.7 6.1 
From agriculture 8.2 7.0 5.2 

• For baais of estimates, see Appendix. 

leased at all dur.ing the ten-year period studied. In sub-areas 1 
and 6, more than a fourth of the land was not leased during the 
period. For western Oklahoma, as a whole, 38 peocent of the land 
was not leased at any time during the ten-year period. 

Relative Income from Surface and Subsurface 

Alter ·the subsu:l'face oi.ncome :figures thrown in Table II were cal· 
culated, an effort was made to compare them wi11h income from 
farming and ranching in the same area. The comparison had to be 
based on the years 1939 and 1944, because these are the oll'ly years 
within the period studied for which agtricultural mcome figures for 
the area Me availa:ble. 

Results of the comparison are shown in Table III.' It must 
be remembered tha:t some of tthese figures are only estimates. 
However, they were arrived at after careful consideration of all the 
data available, and it is believed that tbe relationships shown are 
l'eUOnably accurate. At feast, it seems clear that return to the land 
from undeveloped mineral rights is an ·impor~ant element in land in
come in we9tern OkJahoma. lncome from the subsurface appar
ently was a·bout one fourth of the total income to land in ·that area 
for the ten years studied, 1938 to 1947. 

lt also appea.rs that for the 10-year period the percentage of 
return on the investment is somewhat better from ·the subsull'face 
than from the surfaoce, even without considering the value of 
any oil J?rodoced. This is perhaps as it should be -since the risk in 
ownersh1p of subsurface rights prdbably is greater than the risk 
involved in an investment on the surface.• Therefore, a higher 
' Methods of cakulatiRR the eompariacms shown ln Table III are describe4 ln the Appelll)lx, 

pap 17. 
• It should be noted that the fillurea lor "percent return on investlllent" ln Table UI are 

an averaae for all landowners iD tile area .tadied 
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rate of return to the SUibsurlace investor would be necessary to 
encou.rage such invettmalts if a fair rate d. return were the only fac
tor governing such investments. As a matter of ·fact, investments 
made solely in subsurface rights usually are spec:u~ative, and a ·retwrn 
from the actual production of oil and gas Is the primary consider
ation rather than a return to the undeveloped subsurface rights. 

Leasing Procedure 

Most landowners have neitlher the Finances nor the skiD re
quired to explore for and produce tJhe oil and gas that might be 
found under their ~and. Therefore, landowners are generaiHy will
ing to lease their land for this purpose to an oil company or op
erator equipped to explore ;for, produce, and market petroleum. 

Most oil and gas leases are written to cover either a five or a 
ten-year period. The lessee may commence actual .<fr'illing any 
time during this period. However, practically all leases t>rovide that 
unless drilling is started .within a year after the lease IS made the 
lessee will forfei·t the lease unless he pays an amount stated in ·the 
contract to keep i·t in force. This payment is called a delay rental. 
The delay rental, as •the name implies, is simply a payment to the 
landowner for the right to delay drilling for another year. The 
operator may make diese delay orental payments for the life of the 
lease. 

The privilege af paying delay rental is a convenience to oil op
eratol"S who do not wish -to •begin dril1ing within the first year of tlie 
lease. There may lbe any number of reasons for ·the delay. The 
lessee may want to explore further the pos5ibilities of getting oil 
if a well is sunk, since drilli~ an oH well is a costly venture. The 
lessee may wbh to wait for higher oil prices, or he may not be able 
to get required equoipment. Still, the possitbilities of finding oil 
are great enough that the lessee may be willing to continue delay 
rental payments in order to keep the lease. It ds for this reason that 
a considerable proportion of land is constantly under lease in Okla
homa. 

As a rule, one dollar per acre is paid as a delay rental on land 
under lease. This may vary, however. In the early 1930's when 
conditions were depressed, many new lease conttacts were made at 
50 cents per acre rental. 

Even in more prosperous ·periods, some leases will be made 
which call for a delay rental of less than one dollar ~r acre. Land 
less favor.rbly si-tuated in relation to known prom1sing geological 
formations frequently wHl be leased only at a reduced rate. It is for 
these reasons that the average rental rate is less than one dollar. 
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Since it ia seldom that the rental rate goes above one dollar per 
acre, some adjuttmen:t usually is made to a landowner whose 
holdings lie in fav(l~J3ble territory in order to permade bim to sign 
the lease. This adjustment is in the form of a bonus, which ia an 
additional payment made to the landowner at the dme the 1ease 
contract is made. 

The bonus is a particuiarloy eluaive dlinJ to iaobte; one may 
or may not be paid. Whether a ·bonus is patd and the size of the 
payment depenas on many things: .the general demand for leases 
m the area, the economic poeition of the landowner, and the loca
llion of the tract in relation to known favorable geological forma
tions. 

In general, competmon for leases is tlhe dom·inant factor in 
setting the bonus. Competition usually is sharp iWhen some lessee 
attempts to lease all ._and wi.thin a locality.• Competition also is 
strong in the vicinity of a "wildcat" well while it ·is being drilled. 
Even though flhe ·~dca:t" may not. discover oil, favorable geological 
fol'JDations may be found, and 1lhiB stimulates competition Eor leases. 
Bonuses may, therefore, range from nothing to several hundred 
dollars per acre. However, the lease scouts interviewed du·ring 
thia study reported that bonuses more commonly range from $1 to 
$15 per acre, with $5 being othe figure most often quoted. Such 
bonuses are of frequent enough occurrence dlat the individual land
owner may have reasonable expectations of l'eeeiving a bonus when 
he leases his land. 

The data presented earlier in this •bulletlin show !that, over a 
period of years, bonus income is larger than lease income in most 
areas. It is a •particuarJy ~rtant source of income during periods 
of great leasing activity when competition for leases ·is sbaip. It 
is durill$ these periods that lwpp ;sum payments are large enough 
to perm1t landQWners to retire moMgage debts, make needed farm 
improvements, or to buy necessary equipment. Under more ordi· 
nary conditions, lease rentals are a soun:e of supplemental income 
which is often large enough to pay real estate taxes. 

• This is referred to as a lease blodt and lDdlviduala are particularl)' eaaer to lease land 
wldaia the bl.oc:1, usually with the idea of reselliDc at a pro&t to the ~ wbo ia at• 
fealptin& to ettablilh the block. 



APPENDIX 

Method of Computing Agricultural Income Figura 
Used in Preparing Table m 

Cash income from orops in the area as reported ~ the census' 
totaled roughly $46,765,000 in 1959 and $121,455,000 m 1944. In 
view of the fact that wheat and cotton are, by faa', the predominant 
cash crops of .the area, it was assumed lhat all crop income came 
from these two crops. The total aop income was diwded arbi
trarily according to the cash income relationship that wheat and 
ootton held to each other in those two years. In 1959, 70 pereent 
of dle cash iDcome &om these two commodities was from w.heat; 
80 percent from cotton. In 1944, 67 percent of the cash income 
from these two commodities was from wheat, 55 percent was from 
ootton. 

Divided in this manner, c:akJlllations show that in 1959 wheat 
income amounted to $52,755,500,• and cotton income was $14,080,-
150. In 1944, wheat income was $81,574,850;• and cotton income 
was $40,080,150. However, cash income from crops is not net 
income to the lalltn.. 

Therefore, for crop income, it was assumed that the nol'llllll 
crop share going to the landlord represents landlords' gross return 
from land due to crop production. Aa:ording to ligures compiled 
by the United States Department of AgricWture, estimated landlord 
expenses comprise about S6 percent of the gross rent income to 
landilords in the United Staotes! 

In 1989, the calculated wheat income amounted to $82,785,500 
in the area. One-third of this amount normally goes to landlords. 
Their gross return from wheat was, therefore, about $10,912,00Q. 
Cotton income in 1959 was c:aicuJated to be $14,029,500, of whidl 
one-fourth noi'JIIaDy goes to ~andlords. The landlords' gross re
turn was $5,507,000 :&om cotton. The estimated gxoss return to 
landlords from crops totaled $14,419,000 m 1959. 

Apparently the moat accurate estima~on of net income to land 
from livestock production would be a calculated figure based on 
the normal rent received from pasture. There are approximately 
6,525,000 acres of land used for pasture in the area. OVer the area 
as a whole it requires about 10 acres of pasture to support one ani
mad unit. The going tate over the area is one dollar per animal 

' Vmt.d 8tGIR Cemul of ~,, l!K5, Departmeut of Coaua-.Bureaa of the een.ua, 
VoL 1, Part 25. 

:I Sevaty peftleDt of $46,765,000, the total crop f-..e. 
·~ percent of $121,455,000, the total aop iDcome. 
":rfve.year &ftn&e, 19S8-1!K2, Apicaltural Statflda. l!KS, Table 499, p. 412, U. S. De

partment of' Apkalturc, WllhiDaton, D. C. 

[17] 
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unit per month. Tbe normal grazing season is seven months. 
Therefore, the return to landlords from pasture rent is approxi
mately $4,567,500. This amount added to crop inoome gave a 
gross return to landlords of $18,986,500. Tbe net return to vhe 
'land, then, would •be 36 percent less than t~his amount or $12,151,360 
from agricultural production in the area in 1939. 

Over ·the area as a whole, there is a proba'bility that landowners• 
investments in mineral nights could have been liquidated at an 
average af a·bout $5.00 per acre in 1939. The only factual data 
available which shows the selling price of land in tbe area, with 
mineral rights and wi.&out, are for counties with a considerable 
amount of oil production.• In ·these counties, land conveying 
one·half or more of the mineral rights sold for about $10.00 per 
acre more than did land with none of the mineral rights. There 
is much land in the study area where mineral righots would have sold 
lor considerably more than $5 pc;r acre; ·there probably is more land 
where tohe subsurface rights oould have been sold only if tbe selling 
price had been very low! If, 1however, it be assumed ·that $5.00 per 
acre is a fai~ average, then all ·mineral rights in the study area would 
have sold :for a total of $78,966,600 dn 1939. The return to this in
ves~ment was $3,914,000, or about 5 peocenot for that year. 

The census value of farms in the area in 1940 as approxi
mately $462,724,000! From this figure the assumed value of the 
subsurface is deducted, leaving $383,757,400 as the estimated value 
of surface real·ty. The net return to land from agriculture wu es
timated at $12,151,000 in 1939 or !J.2 percent return to the invest
ment in the surface. 

In 1944, ca$h income from crops was roughly $121,455,000. 
Using the same procedure for calculating as before, it is found that 
·llhe gross return to the Jandlords from crops was $37,144,985. 

There are reasons for believing that pasture rent was a.bout 
25 percent higher in 1944 than in 1939. This means that roughly 
$5,709,400 were received for pasture rent in 1944. This amount 
added to the gross return from crops gives a gross return to land
lords of $42,854,000 from agniculture. The net return to land is 
cal<:ulated to be $30,427,000! 

• Grady and Pavne Counties. Davidson, R. D. and Parcher, L. A., The Influence of Mineral 
Rid!U on T-t- of Ftmn &al Estat11 in Ollllhotn4. Otla. Agrl. Exp. Sta. BuL 
No. B-278, Feb. 1944. 

• It must be remembered that reluctance of a buyer to buy land without complete title, 
and reluctance of some sellers to convey all mineral rights when conveytnr land, 
makes the transfers of mineral rights continrent on something more than the economic: 
value of those rights. 

• Census of 4.,-lculture. Op. Cit. 
8 Twenty·nlne percent of the liJ'OS8 income. This is the average for the United States for 

the yars 194!1·46, 4.,-lcultuf'al Statistics, 1947, U. S. Department ol Apiculture. 
Table 644, p. 5fS. 
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Subsurface income in 1944 was $11,534,000. This amount is 
27.5 percent of the .total net return to land hom both the surface 
and subsudace. It is probable tha,t in 1944 investments in sub
sulface rights muet be reckoned at a figure higher than in 1939. 
It is difmcult to say how mudl higher, but returns to land from 
oil and gas leasing activity are so direct that an increase ip lease 
income may ;be capitalized into value rather quickly. It is possi
ble, therefore, that the increased values can be estimated with 
some degree of aocuracy. The ·per acre returns to land from leases 
and bonuses in 1944 were 118.5 percent greater than in 1939. As
suming .that market values for mineral rights increased by some
Ubi~ tlilc.e that amount between 1939 and 1944, the estimated value 
of mmeral rights in 1944 was $10.92 per aore, with a total of mineral 
rights in the area of $172,463,000. An $11,534,000 return g'lVe a 
6.7 percent yield on this investment. 

The census reported value of land and buildings in 1944 wa-s 
$608,672,400 in the area. If from 11his is taken the assumed value 
of SU'bsurlace rights, there remains $436,209,500 invested in the 
surface. The return to the surface from agriculture, calculated 
to be $30,427,000, is a 7.0 percent yield on the investment. 

Although year-to-year agricultural income and value figures 
for the area are lacking, it may be that an average of the two years, 
1939 and 1944, can be taken as representative of the whole 10-year 
period, 1938-1947. On this basis, the average net income to land 
hom agriculture is calculated to be $21,289,000; the average value 
of the surface, $409,983,450. The average income gave a 5.2 per· 
cent return on the average investment. 

The average investment in subsulface rights, assuming 1939 
and 1944 are representarllive of ·the 10-year period, was $125,714,800. 
The average income for ·the two years was $7,724,000, or a 6.1 per· 
cent return on the investment. Returns to the SU'bsurface were 
26.6 percent of the net cash return to land from both surface and 
subsutface. 
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