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CHAP'r •'R I 

IN'.l!RODUC . 'ION 

umerous studies have been made on various phases of the 

relationships existing betveen tbe oil and gas industry and the 

agricultural economy . These studies have been complete in them­

selves but beoause of limited time and funds available to the 

investigator only segments of the relationships have been ex­

amined . As each of these studies was made and completed , it 

generally has been found to be lacking information that might 

be useful to students in the field of subsurface land economics . 

That is , as each researcher found the ansNers to bis questions to 

the best of his ability, he nearly alnays found that bis ans.vars 

brought out new que8tions . It is because of this, that research 

is constantly carried on in many fields , but in the field of sub­

surface land economics , particularly, new questions are constantly 

presenting tbem~elves as research in the field continues . 

It has long been ' no,vn that there is c onsiderable separation 

of subsurface mineral rights from surface properties in Oklahoma . 

Little is knofln , hollever , boN this division affects certain other· 

factors . For instance, certain important lending ag ncies are 

not inclined to, or ay even refuse , to make loans on land having 

las~ than 50 percent of the mineral rightd intact . Little is 

known about the amount of land falling into thi~ category. This 

study will attempt to determine the amount of land and the pro ­

portion of tracts that might be concidered a8 poor security for 

a loan . 
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In addition there have been legislat ive proposals to place 

a tax on separated holdings of mineral rights in Oklahoma but 

little data are available to guide law makers as to the feasi ­

bility of such a tax. An examination Nill be made of the fiscal 

possibilities of a tax on separated subsurface rights in the 

portion of the state studied. 

In a previous study an estimate ·.vas made of the income to 

undeveloped mineral rights in one area of the state . 1 This 

study will examine the distribution of tbis income betwe,.,,n actual 

farmers and non-farmers . 

doope of the jurvey 

This study seems to be a l ogical sequel to an earlier study , 

therefore , the same area is used here as was used in that study. 2 

There were some changes made , however , in the counties sampled in 

an effort to improve the sample and thus make a more comprehensive 

survey of the area . be area studied consists of the major part 

of Yes tern Oklahoma (Figure 1) . 

The area , generally , follows tbe eastern border of tbe Central 

Prairies and the Low Rolling Plains. It is border ·d on the .ves t 

by the Texas line and e·tends into the panhandle of Oklahoma six 

miles beyond the western li.nit of Harper County. Oil prospect­

ing was oarr ied on in Nastern Oklahoma at only a few seat tared 

points until a compara tivel y recent date, but has been ore Nida­

spread during tbe past fen y urs . Oil and gas leasing also 

l Loris A. Paroher, Ten Years of Income to Land From 
Undeveloped :.lineral Rights in ,astern Oklahoma":"" .,!as ters Thesis ,. 
Oklahoma Agricultural and Mechanical College, 1949 . 

2 Ibid . 



was relatively inactive until the middle l940's. Paroher's study 

shows a great upward trend in leasing in the area beginning about 

1943. 

At the present .time there is no in:for\llation available as to 

tbe relationship between the separation of surface and subsurfaoe 

rights and leasing. However., the prevalence of leasing in the 

area :for the past several years bas made landowners and the public 

gen.a:rally a:Jara of the possibiliti·es of mi.:neral development.. It 

is likely, therefore, that in the part of the dtate un.der s·tudy 

there has been activity from the standpoint of mineral trans­

actions for at least five or six years. Tbat is to say, extensive 

activity from the standpoint of leasing is at least notification 

that the area is considered a potential production area and, 

therefore, it seems probable that land.oifiners have had opportu­

nities to sell mineral rights. 

It is believed that this ~tudy wbiab shows the extant of 

separation o.f subtmrface and surface rights in the latter part 

of 1949 will give an indication of tha relative importance of 

such separation in various areas in the western part of the 

state. 
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As it iS obviously iin1l08S ibl e to study each incli v i::.lual 

farm in an a:tea as large e,B the stud;v area, so.me method of 

sampling hact to be c ho'ae:r1 ~ Ja:ndo,n sol ec t ion of t:cac ts with i:n 

This 

method was not uselj_ bacnuse :p:reviouB lr.nowledge of c e?trd.n 

ships. )10:r i:ns tance, know the location of en oil prodaoiTig 

area perhaps wol1ld .. inflnenco tho s~.mpler,._ Th1:1t is, one t:niE;ht 

either atte:npt to avoid. u·w h ari a:rea, :for. fea,: t t it ;;Jonld 

would giva a mere adeQuate pioture. 

thnt a 

hie distribution probably i~ necessary to in te 

t be f:i.nal scloc 'G ion 

,fas hi ta, Oaddo and .Jackson connties (t1 igtu:·0 2).. Fon r of the 

count iJS us Gel in l?arc her' s s t:::cly were then d:roppecl f ror:1 the 

sal'...1pla for thi<l study. These sam:plr3 cotn1t ies w e:re selec t,3d 

in orcler to atte:"'.lpt ·to conrplete?ly stu·r0Lu1cl non ... sampled. aountios 

tbe surrori:nding counties oo;-;1pletely sampled., the :f ignre~i J:rom 

1 lb id. 
~ 
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the sample counties could be projeo ted into t ba non-sampled 

counties ·,ath more accuracy. 

The sample consists of 't110 preselected. q,112.rter-seotion 

tracts taken f"or tabulation from each to,;'JW3hip in ea,oh of the 

sample counties.. It is believed that this will give a better 

geogre,phic distrii:rntion than Paro her had for his study. ThG 

quartar seo·tions wezee tulcen frm.a opposite sides of the town-

ships, the ,Jilt Seo. 3 and the ,:Hi-{; Sac. 29 (Figure 3). Alter­

native quarters wore pres alee ted to sample in oo3e sori1e un-

7 

:foreseen eiroumstanae .. ouob as a river or a to,rm being 111 the 

samplo section fJhou ld ormi:"-;e it to be u:nfavorabl(J for sampl tng .. 

It seems roas(:;nabls to believa that by s.dding the to:1nships in 

t::ro · additional cot1ntiokl and er having a m.ore ;Jdequate distri-

bution of the counties that tho oampling of only t·;io guaZ'ters 

fro:11 each of 600 to,nmbips in th,s weste 1~n pe!'t of tbe ;.Ho te 

would be as adequate as 3 quarters frou1 about 400 to~vnahips. 2 

/l.nalysis of Data 

The information pertaini!'1g to royalty sales in ea.oh s~mple 

tract was taken from county raeords in the sample counties... The 

total number of ac:res sampled in each coun·ty was deter-.nined by 

multiplying the number of quarters sampled by 160. the number of 

a.ores in a quarter. The number of acres o'f oil royalty sold 

from each tract waa added to arrive at a total for a county. 

Tba total number of acres sampled in eac b county -~vaa tben di-

2 This tvaa the design of the sample Paro her used. 
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vided into the number of acres of oil royalty sold, to give the 

percentage of oil royalty sold. This percentage fi gure vas then 

applied to all l ond in farms in the county . The same procedure 

Jas carried out for each county and added to give sub - area totais .3 

Tbe totals for the sub -ar eas were finally added to give the totals 

of the various oolu 'nns for the .. vbole area . These columns show the 

number of acres of oil royalty sold from eaob sub - area , the number 

of acres sampled , t he acres intact , and the total number of acres 

of farm land . The number of acres sa plad uas then divided into 

the number of acres separated to get th e percentage of acres 

separated from the sample area as. a wholea The figure for the 

per centage of acres separated was then applied to the total num-

ber of acres of farmland in the sub-area as calculated from census 

figures to get the total number of acres of mineral rights o~ned 

separately from the surface in each sub - area (Table I) . 

In order to arrive at a figure showing mineral rights o.vned 

by farmers , the number of acres in farms and the number of acres 

owner - operated4 in each county were used to find the percentage 

of land owner - operated . This percentage figure was then appl ied 

to the acreage of mineral rights still owned by landowners , the 

assumption being that owner - operated land had th same amount of 
5 separation as other land . ~ub - area totals were arrived at by 

3 he sample area was sub - divided into 6 areas in order to 
group together various counties aith Si illi lar charaoteris tios. 
This also fac i litated co~putation and analysis (Figure 4) . 

4 United titates Census of Agriculture, 1945, Vol . 1 , Pt . 25 . 

5 This assumption is subject to criticism as there is a like­
lihood that a greater degree of separation will be found on non ­
owner - op era ted land, particularly l and bought in the fir~t place 
for speculative purposes. 



Table I. 

. . 
Counties • .A.ores in • . Sample • 

Sub-Area I 
:Beaver •• l ,4lU) 
Harper 9,760 
Woods 10,080 
Major 8, 480 
Woodward 7,520 
mu. 11,200 
Dewey 7,040 
Blaine 5, 120 

Sub-Area I '1'o tal 50,64o 

Sub- Area II 
Roger Mille 4,480 
Custer 5,120 
l3eckham 7,680 

Sub- Area II Total 17,280 

Sub- Area III 
Commanche** 4,480 
Cotton 960 
Tillman 8,200 
Jacks on 7,480 
Kiowa 9,120 
Greer 5,lf.qo 
Harmon 5, 120 

Sub-Area II I !l'o t a.l 40,800 

Separ at ion of Mineral Rights , by Counties and Sub-Areas 
in Western Oklahoma 

. • : : Total • To t al . Total •· . . . . Acree . A.ores : Percentage : .A.ores of . A ores . .A.ores . • . . 
. ; Separated . In tact ; Separa. ~ed . Farml and : Separated: !n te.ot I . . 

170 1,270 11.8 226,000 26,668 199,332 
1, 311.6 8,448 . 4 13.4 573,000 76,782 496,218 
1,080 9,000 10.7 766,000 81, 962 684,038 
l,200 7,280 14.l 537,000 75,717 461. 283 
1,105 6,415 14.7 706.000 103,782 602.218 
1,607.4 9, 592.6 14.3 748 ,ooo 106,964 641,036 
1,370 5,670 19.5 602,000 117 ,390 484,610 

733 4,387 14. 3 558 ,000 79. 794 478,206 
8,577 52,063 14.1 4,717,000• 665,097• 4,051,903• 

1 ,161.5 3,3lf3.5 26.0 730 ,000 189,800 5qo,200 
420 4,700 8.2 644,ooo 52,808 591,192 

1.176. 4 6,503.6 15.3 536,000 82 ,008 453.992 
2,758 14,522 16.0 1,910,000• 305,600• 1.604 ,40o-t 

815 3, 665 18.2 325,000 59,150 265,850 
160 800 16 .6 81,000 13, 460 67 ,540 
880 7,320 9.3 545 ,000 50,685 494,315 
360 7,120 4.8 484,000 23,232 460,768 
460 8,660 5.04 621, 000 31,298 589,702 
175 5,265 3.22 386 , 000 12 429 373,571 
24o li,,880 4.7 320.000 15,oqo 304,960 

3,090 37,710 7.5 2,762,000• 207, 150• 2,554,850• 

.... 
0 



Table I. ( Continued) 

• . 
Counties . Acree in : Acree . Acres : Percentage: . . . Sarnplg ; Separ &ted __;_ Intact ~J Separated • I ' 

Sub-Area. IV 
Grady s.960 4,924 4,036 54.9 
Caddo 11,360 2,432.6 8,927.4 21. 4 
Stephen au 1,280 2go 1,000 21. 8 
lfashi ta 8,960 856.7 8,10.3. :, 9.5 

cClain•• 1,600 1,000 Goo 62.5 
Garvin 64o 258 382 4o.3 

Sub-Area IV Total 32,800 9 ,751.3 23,048.7 29 .7 

Sub-Area V 
Alfalfa 4,160 520 3,640 8. 
Garfield 5,920 890 5,030 15.l 
Kingfiaher 8, 000 1,olJ.7. 9 6,952 13 
Canadian 4,160 720 3.440 17.3 
Logan** 3,200 915 2,285 28 .6 
Ok:lahomao 22.9 

Sub- Area V Total 25,440 4.092,9 21, 31~-7 .1 16.1 

Sub- Arer VI 
Grant 8,640 600 8,040 7. 
Ka3'•• 2,880 24o 2,640 s .33 
Noble*"' 6,080 900.5 5,179.5 14.8 
Pqne** 3, 120 1,165 1,955 37.4 
Lincol n** 33.0 

Sub-Area VI Total 20,720 2,905.5 17 ,814.5 14.0 

Total of All 
Sub- Areas 197,680 31,174.7 166,505. 3 15.7 

• Totals are not additive due to rounding off figur es • 
•• Only part of t he county was studi ed • 

Total 
Acres of 
Farmland 

666,ooo 
818,000 
94,000 

638,000 
110,000 
42,000 

2,368,000• 

502, 000 
655,000 
564 ,ooo 
553,000 
320.000 
59,000 

2,653,000• 

6o6,ooo 
165, 000 
347,000 
130,000 
29,000 

1,277 ,ooo• 

15,687,000• 

• Total : Total . . Acree . Acree . . 
; Separated; Inte.2~ 

365,634 300,366 
175,052 642,948 
20, 492 73,50g 
60,610 577, 390 
68,750 41,250 
16,926 25,074 

703,296• 1,664,704• 

4o,160 461,836 
98,905 556,095 
73,320 490,660 
95,669 457,331 
91,520 228,480 
13,511 45,489 

427,713• 2,225,287• 

4,242 601,758 
13,744 151,256 
51,356 295,644 
48,620 81, 380 
9,570 19,430 

178 ,780• 1, 098,220• 

2,462,859*13,224,141• 

.... .... 
l'O 
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adding the county figures . Area totals ara tha s~'Ill!lation of sub-

area totals . 

The next step was to dotermina tho proportion of all tracts 

in the area having less than all the mineral rights intact. The 

tracts sampled in aach sub-area were counted as were the tracts 

showing a sale6 of mineral rights . The number of tracts sampled 

was d i vided into the umber of tracts showing sal es of mineral 

rights, giving the percentage of tracts having so e royalty sold 

(Table II). This percentage figure was the applied to the num­

ber of farms in each sub - area and the area . 7 

Table III shows primarily the percentage of far s having 50 

percent or more of tbo minerals sold. The number of farms in the 

area is shown by sub-areas in tbis table . he number of farms 

wi th tiO percent or more of the mineral rights sold nere counted 

from the original samples; the total number of farms for each sub­

area was divi ded into this number to give the percentage of farms 

having 50 percent or more of the minerals owned eparately • 

• ethod of Projecting Analysis into Counties not clampled 

To arrive at an average for counti s not sa pled , the town­

ships immediately surrounding, or adjoining these non-sampled 

counties were analyzed. If the townships along the border of 

6 The size of the sale or number of acres sold ~as not 
considered here . 

7 The assumption being that eaoh farm co 1t ains one or more 
160 acre tracts, and therefore, will show at least as frequent 
separation as sbo~n for the tracts . Ac tually there are about l} 
ti es as many tracts as there are farms in the area. 



12 

a non-sample county were studied and the percentage figures detvr-

mined , it would seem reasonablo to assume that the non-sampled 

county would have similar cha aoteristics. Tbe figures for the 

p rcentage of .inerals ~eparated, and ot her pertine t figures 

were determin d for the townships co pletely surrounding each 
8 

non-sample county and were applied to that non-sa. ple county . 

The percentage figures for non-sampled counties would be 

subject to some degree of error just as any other projected 

figure would be . However , as oil pools do not end at county 

and to mship lines, neither do elated subsurface activities 

end at th se lines . 

lso , it sh uld be point d out that county figures , in 

themsolves, are of little value beoause of the smallness of 

tbe county sample . Ho~ever , on a sub - area basis , it is bel vved 

that the sa ple '"will reflect fairly accurately the true picture • 

• 

8 Percentage of mineral s parated, owner-operators, 
mineral .... owned by land o ner a d all of th data stic h as ·ms 
gathered in a sample county (·.e . Table IV). 



Table II. The Percentage of Tracts Sampled 3howing 
Separation of ~ineral Rights and Number of Farms 

tith Some Separation by ~ub - Areas 
and for vestern Oklahoma 

: : :Percentage of : Number of 
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: umber : 4umber of : Traots Sampled :Fars Sho1ing 
: of Tracts : Tracts , /5ales : Having dales of :Some 6ales of 
: Sampled :of Oil Royalty :Mineral rtights :Mineral ~ight~* 

Sllb-Area I 

:3ub-Area II 

Sub - Area III 

.::>ab - Area IV 

Sub- Area V 

Sub- Area VI 

Total of 
Areas 

384 

111 

255 

205 

162 

131 

1 , 248 

144 36 . 8 4 .173 

42 38 . 7 2 , 284 

56 21 . 5 2 ,187 

101 55 . 9 10 ,387 

47 31 . 6 4 , 746 

48 43 . 2 2 ,109 

438 35 .1 23 ,130 

* Percentage figure applied to total number of farms as shown 
in Table III . 
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Tabla III. The Proportion and umber of tarms with 
Half or More of the l ineral Rights 

~eparated from the ~urface 

Sub - A't'ea I 

dub - rea I I 

Bub - Area III 

Sub- Area IV 

du b-Area V 

dub - Area VI 

rea Total 

Number 
of 

Tracts 
Sa pled 

384 

111 

255 

205 

16 2 

131 

1 , 248 

: :Percentage : : Total Wumber 
:No . of dampla :of Tracts : :of arms N/ 
: Trac ts 'N / 507<J :W/ 50'/o or : Total :501fo or More 

or More or :,!ore of :Number :of Minerals 
:.11nera1s : .Unerals :of Farms : Separated 

Separated :Separated :in Area i n Area 

71 18 . 5 11,341 2 , 098 

20 18 . 0 5 , 903 1.062 

21 8 . 23 10 , 174 837 

69 33 . 65 18,581 6 , 252 

32 1 9 . 75 15 , 019 2 , 966 

31 23 . 66 4 , 881 1 , 154 

244 21 . 8 65 , 899 14 , 369 
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ca P:C ...:i III 

DI.,TRIBU'fIO T OF O 'I. J ~ .3HIP OF .JIN.:.~AL • IGKu3 

Little has been knoin about t he distribution of mineral 

rights in various parts of the Jtata but , as was stated earlier , 

it 1s known that suo h separation occurs . In this chapter . the 

extent of separation among various types of owners ~ill be dis-

c ussed . 

useful . 

There are many iVays in hich such i nformat ion can be 
1 For instance , previous studi es have shown that separa-

tion of subsurface from surface properties may increase abstract-

ing costs and title clearance problems . A study of the separation 

of mineral rights ill indicat e how income from undeveloped sub ­

surface rights as nell as income from oil production vill be dis -

tributed . ,,1oreover , a study of separation will g ive an indication 

of the amount of land subject to a poss i ble tax on subsurface 

rights . In certain areas of the 3tate . particularly where land 

is of higher quality . :farms having lasJ than all of the subsurface 

rights i ntact usually do not move readily in the land market ex­

c opt at a sharply reduced price. 2 

In tbis chapter, the extent of separation by type of oiner­

ship in festarn Oklahoma ill be described . /bile all of the 

problems associated . itb the separation will not be discussed 

in t his thesis , the effect of the separation shown here on inco e , 

1 E . D. Davidson and L. A. Parcher , The Influence of Mineral 
Righ ts .Q.!! r,ransfers of Farm ~eal -i!.Sta te i n Okl ahoma , Okl a . Agri . 
''"'xp t. ;:itation, Bul . lo . B- 278 , .February 1944 . 

2 ..!..2J:!. t p . 1 5 . 
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farm l oans, and ta at ion ,vill be disc us.Jod i n subsequen o hapters . 

There are two typeo of in~trur.:ien s u:Jed to convey mineral 

rights from one person to another . The first type is the mineral 

deed , which severs c ompletely , all or a portion of the aubsurfaco 

from the surface right ;,vhen it is legally drm1n. mineral deed 

gives tbe right to prospect for and t ake full poclsession of a 

share of the minerals discovered .3 The other type is called a 

royalty conveyance , which merely transfers a stipulated i~te est 

in mineral production. This i ns trument g ives the o~ner no oper-

ating rights and is usually called a non- participating conveyance. 

Co plate ownership of tbe mineral rights ~1th no restrictions is 

the primary concern of this study consequently. non-participating 

conveyances ware not considered . 

~or the purposes of this study , all ownerd of ineral r'ghts 

are placed i n one of tvo categor ies, lando,tne s or dpeculators . 

All subsurface rights not o,1ned ni th the land are presumed to be 

owned by speculators . A speculator would be one , ho buys or 

bolds subsurface , ineral rights, hoping for an inorea~e in value 

in orde r to resell or to reap the benefits of oil production . 

It is recognized that a number of the landown rs are technic a lly 

speculators; so.ne of them art;} o,,ner~ of the 'urface rights merely 

because the surface could be purchased along ~1th the subsurface 

r i ghts at little or no xtra cost . 

In add i tion, there are a number of former o~ners , also 

classed here as speculators, who have retained a portion of the 

mineral riehts after selling their land. These people in many 

3 The amount of this share is s tipulated in the instrument 
of conveyance .• 



c ases retained a port i on of the mineral rights perhaps nith 

little or no reduction in the s lli~~ value of their farm . In 

this manner , they may participate in any future oil product i on 
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on the property they former l y o ned . ~hese reta i ned righ t s are 

held in varying degrees of tenur • .:fo e are called ''L i fe 1'states" 

in Which the former o-~er participates i n income from the subsur ­

face during bis lifetine and then tbede mineral right revert 

back to the current owner of the land . In other tran fers , tbe 

minerals are retain d for a period of yeard st i pulated in the 

contract . For exa ple , the former o~ner may participate i n a 

share , i f oil i s discovered , for the life of the production. If 

no 0·1 1s d i scovered in 20 years , the minerals revert to the pre ­

sent l andowner . The contract may be et up for any period of 

years. A large share of the reservations , of course , are per ­

petual . In this study . there is no distinction made between 

these people and bona f i de speculators; here any onner of sepa­

rated mineral rights is considered a speculator . 

Theoret ically , the lando~n r · s interested only in those 

subsurface rights Nhich are a part of hia onn land . It i not 

bis business to buy and sell mineral rights . He speculates 

only to the extent of selling a pa rt of all of bi s mineral 

rigbt:::3 Nben. convinced in his own mind tbat he cnn make more 

by selling bis mineral rights tb an by holding them and rec e i v ­

ing lease 1 come. or holding the on the possib i lity that min ­

eralo will be found under bis l a nd . 

There is a wide variation i n the di· tr i bution of ownership 

of mineral rights in the different ~ub - areas . It appears that 
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there migbt be a rel a tionship bet·,veen the amount of separation 

and the amount of oil development or the length of time the sub ­

area has had ineral activity of some kind. 1igures used in the 

f ollo ing analysis are taken from Tables I , II , and III . 

Sub -Areas 

Sub- Area I . 

Sub- area I consisting of seven counties in the northwestern 

part of the area is much larger than any of the other sub - areas , 

consisting of approxi ately 4 , 785,000 acres (Figure 4) . The 

spread in the percentages of separately owned mineral rights by 

counties , ranges from 10 . 7 percent in Joods County . to 19 . 5 per­

cent in Dewey County4 (Table I) . Aside from these t ~o counties 

the sub - area 1s rela t ivoly uniform in i ts percentage of separa­

tion by counties . The average separation for the whole sub - area 

i s 14 .1 percent . Th i s sub - area bas about 11 , 000 farms of wbioh 

4 ,000 show some separation of mineral rights and 18 . 5 percent of 

the farms have one - half or ore of the mineral separated . 

Thi s sub - area bad shown relatively little activity in tha 

buying and selling of mi neral rights pri or to 1943 . At the pre -

sent time , there is ome increase in mineral activity , but it is 

not as great aa it is in some other sub-areas . Potential buyers 

of mineral rights probably are preoant , but possibly due to the 

high level of income from farming, landonners ha ve no paTticular 

4 Only sub - area figures are assu . ad to be reliable . Indi­
vidual county figures are quoted only to sboN the relat ionship 
Within a sub - area . 



101· 101• 100• ... ... .,. ,. . ,,. 

FIGURE 14. SUB-DIV~SIONS OF TlJE SAMPLE .A.RfA. 

~~ ~ ~ IJ B£AV£R NOWATA CRAIG TTAWA 
~ 
~ 

,... DEWEY BLAINE KINGFIS1t£R ... 
L COLN 

i CUSTER 
!'<' 

(BrCKHAM 
IWASltlTA 

,s·i------+----------4--------1~-- ... 

,.....,.__ ___ , 

~·r-~~~~t-~~~~~-t-~~~~~~-+-~~~~~~-l-~~~-=-~-\-

OKLAHDMA I 
SCALl· STlfTIJTC MILES 

0 I020J040SO 

~ r 

JOZ" /0/ 0 100• ... ... s,• ,!),. as' 

~ 



20 

incentive to sell their minerals . 5 

Sub - rea II. 

Su b- rea II consists of loger Mills , Custer , and Beckham 

counties. This sub-area bas approximately 1 , 828 , 000 acres of 

land , and iB next to the smallest of the six sub - areas in total 

acres . 

In Sub - Area II, 15 . 9 percent of the in ral rights are 

o~ned separately fro the s urface intere st. This means that 

about 292 ,000 acres of mineral rights are o· ned by speculators 

( Table I) . In this ub - area , 38.7 percent of the tracts or 

about 2,000 fanas sbo~ bOme separation of mineral rights (Table 

III) . ~ igbteen percent of the tracts hav half or more of the 

ineral rights under separate o,J ner::3hip. 

Sub - Area III . 

There are 2, 827 ,O O acres in ;.1ub - A.rea III , the second largest 

of the sub -areas. It is compos .... d of the complete counties of 

Harmon , G~eer , Jackson , KioNa , and Tillman, the maj or portion of 

Co anche County, and 81 . 000 acres of ott.on County . This sub­

area bas the smallest proportion of mineral separation in the 

~ bolo area. There i s a total of 7.5 peroent of the minerals 

separat din this oub - area which amonnt~ to about 215,000 acres . 

The tvVo counties in thi sub - area ·' i th tha higb .... st proportion of 

eparated .inaral rig hts are Commenche ~i tb 18 . 2 percent and Cot ­

ton County with 16.6 percent (Table I). It was exp cted tba t 

these t ·w coanties would have a larger proportion of ineral righ t 

5 ~everal royalty dealers state t h t royalty ia hard to 
buy ?hen agricultural inc ome i high . 
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s paration because of their locat · on . That is * they aTe sit ­

uated in the eaotern part of the sub-area and not only are i n 

closer proximity to tho stablish d oil f i elds of south-c entral 

Ok l aho a , but have producing field3 themselv s . 

This sub - area hows tbat 21.5 pvrcent of the tr~cts have 

o. a mineral rights sold; the lowest figure for the .vbole area 

(Table III). Therefore , this sub - area not orly bas the highest 

proportion of m·neral rights remaining nith the land , but only 

2, 000 of the 10 ,000 farms in th i s area are affected by mi e al 

tran~actions . Only 8 . 2 percent of the farms have half or mo e 

of the minerals oNned separately fro~ the surface • 

.3ub - Area IV. 

dub - r a IV is co11pritJed of three compl ete counties , fash ­

i ta . Caddo , and Grady , 115 , 000 acres of ?c Cl ain County , and 

46 ,000 ac res of Garv i n County . There are 2 , 339 , 000 acres of 

farm l and in this sub - area (Table I) . 

The percentages of mineral ri~hts separated in this area 

ranges from 62 . 5 percent separa t d in .. _cc lain to a lo v of 9 . 5 

percent separat din .ashita County. These t•o counties are 

l ocated at opposite enda of this sub - ards ; £0lai is situated 

near and c ontains established oil fields , nhereas fasbita County 

is out in hat is possibl y regarded as poor oil country . 6 

It appears that throug 11 yea rs of pro pecting in ,1ashi ta 

County , oil operators have drawn their own c nclusions about 

the l ocat i on of oil pool s .. n th · s premise it would seem plaus -

6 s umption based on intervie s made during this study . 
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i ble to assume that a large portion of land in this county is 

con idered unfa7o able as oil producing territory. Vnless some 

"Nildcat 17 driller should di·cover oil in this territory, it 

see s likely, that oil activity there ,Hll re ain lo in ucb of 

lashita County . 

his sub -a rea shows 30 percent of the minerals separated 

which is the highest aaparation figure for the entire sa ple 

area (Table II) . Of the 18 . 581 farms in tho area . 10 , 000 show 

some separation of mineral rights . Thirty-four percent of the 

farms in this area have one - half or more of tb , inerals sepa -

rated . The high figure for separated mineral rights here 

probably 1~ due to the presence of several large producing oil 

fields . 

dub - Area V. 

tiub-•rea Vis located in tbe nortbcentral part of the oa ple 

area . It is compo ad of tho complete oo~nti ~ of Alfalfa , Gar ­

field , Kingfisher , ane1 Canadian , 34~ ,000 acret! of Logan Connty , 

and 80 , 640 acres of o lahoma County. This wbola sub -a rea has 

2 , 649 , 640 ucres off r land, of which 16 percent or 426 ,000 ac es 

of mineral righ shave been separated (Table IJ . 

1 a amount of subsurface separation ranges fro •• a lo 1 of 8 

percen in . lfalfa County , to a high of 28 . 6 percent in be por ­

t .ion of Logan County sa pled (Table I) . Out of 162 tracts sampled 

in this sub - area , 31 . 6 percent showed so e sale of mineral rights 

7 Indepen dent driller who may somati es drill in a territory 
regarded as unprofitable by large oil companies . 



23 

(Table II) . About 5 ,000 farms sho,ved so e sales and 19.7 percent 

of the far shave one - half or more of the minera ls separated 

(Table III) . 

:::lub - rea VI. 

Sub - Area VI i located in the northeastern part of the sample 

area . It is the small st of the six sub - areas , consi dting of 

1 ,365 ,000 aores . It is made up of land i~ five counties; the 

,hole of Grant and parts of Kay , i1oble , Pa e and Lincoln oou ties . 

The minerals separated in this sub - area , rang from a lo of 

7 percent in Grant County to a high of 37 . 4 percent in the ortion 

of Payne County sampled; the sub - area as a whole shows only 14 per ­

cent of the acres separated from th surface (Table I) . In this 

sub - area out of 131 tracts sampled , 43 paroent sh~~ed some sepa ­

ration of mi neral rirh ts (Tabla II) . Therefore about 2 ,000 faTms 

show some sales of mi n ral ri bts . Caloulat ions show 23 . 6 er -

o ent of the fa ms have one-half or more of the minerals old. 

here are so e parts of sub - area VI that bav active oil 

operat i on; certain loc 3lities in Paye and Li ncoln c ou ties are 

pro duet 1 ve as · ell ad c ertai:n areas in !:Toble County. The fields 

i n this sub - area g nerally a en t large in a ea or production of 

oil nd most of these fi lds a eat least ten years pld . 

Nastern Oklahoma. 

In the total study area , which con~ists of th six sub - areas 

previously described, 15.7 percent of the . in ral rights are 

separated from the surface . The area consists of about 16.000,000 

acres of which 2,500,000 acres of mineral rights a e o.vned y 

speculators and 13 , 500 ,000 aces a e still retained with the land 

(Table I) . 
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In the wholo ux·aa there :ix'e 65,.899 fa:cms of Hhioh ar, esti­

mated 23,000 huv2 so,::1:3 S(~pa:ration of mi!1e:ral rights ('.J.!&ble II}. 

Of these 23,000 faraa, nearly t~o-thirds (62.0 percent) have one-

half or more of the minaral rights oan0d aepa~ntely fro~ the sar-

face. 
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CHAPT ~R IV 

DL:,TRIB 1.rr N O.iP 1'5 v i1 I J o .. I.& 

One of the purpo~es of thid study is to determine the distri-

bution of ownership of mineral rights and consequently the distri­

bution of lease inco e. Considerable information is availa 1 as 

to the amount of the inco·ne from oil all gas 1 ass but little is 

kno n about the distribution of that income. It is assumed in th · s 

study that income from oil and gas leasing i s apportioned to l a d-

owner s and speculators on the basis of ow ership of mineral rights , 

that is , a person receives lease income in proportion to th amount 

of mineral rights he owns. ~uch an assumption is not strictly true 

because of the fac ·t that some min..,ral deeds are non - participating , 

that is, the oner does not participate in lease inco e . However , 

non-participating deeds are relatively few in number and will not 

appreciably affect tbe validity of the study . 

,athod of Dete r ining Distribution of Lease Income 

The percen age of farm operated by oAners and the percentage 

of minerals o ·Jned by all lando.vneri;) is shovn in Table IV. 1:he 

percentage of farms o ner -operated na mu tiplied by the perce taga 

of mineral o,vned by all lando ners to get the perce ntag of min­

erala o. ned by o~n r-operators only. This procedure was followed 
1 for each sub - area and for thee t ire sample area . 

he percentage of mineral rir.hts o ned by absentee lando ners 

1 Example : 55 . l x 85 . 9: 47 . 3 percent of . inerals owned by 
ow~er-operators in ~ub -area I. 
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Tabl e IV. The Percentage of Farms Owner- Oper a ted ; The Percent age 
of 1i ner a l Ri ghts Owned by All Land0\'111.ers ; and Acres of 

Hiner al Right s Owned by Far m Onera tors . 

Percent of Acres of 
Coun ti es Acres in Acres Percent Min . Ri ghts i n. Ri ghts 

Farms Owner- Owner- o~med Owned by 
1945 Operated :Operated by L. 0 , Opera tors 

Sub-Ar ea I 
Beaver •• 226 ,000 146, ooo 64. 5 88 . 2 _129 , 000 
Har per 573 ,000 326,000 59 . 9 86.6 282, 000 

oods 766,000 416 ,000 54. 3 89.3 371 ,000 
!, ajor 537 ,000 306,000 57. 0 85 .9 263 ,000 
'oodward 706,000 436 , 000 61. 75 85.3 372,000 

Elli s 748,000 415 ,000 55 . 5 85 . 7 356 , 000 
Det1ey 602,000 301 , 000 49.9 80.5 242 , 000 
Blaine 558,000 256,000 45 . 9 85.7 219 ,000 

Sub- Ar ea I To t al 4,717,000 2 ,602 ,000 55. 1 85.9 2 , 235 ,000 

Sub- Ar ea II 
Roger Ulls 730,000 432 ,000 59. 1 74. o 320, 000 
CusLr 644,ooo 296,000 45. 96 91.8 272, 000 
Beckham 536,000 300,000 55.97 84. 7 254 ,ooo 

Sub- Ar ea II To tal 1,910,000 1 ,028,000 53. 8 84.o 864,ooo 

Sub- Area III 
Comanche** 325,000 153, 000 47.0 81.8 125 , 000 
Co tton 81 ,000 34,000 41.97 83.4 28,000 
Tillman 545,000 269,000 49 . 35 90.7 217 ,000 
Jackson 484 , ooo 248,000 51.23 95.2 236 ,000 
Kio\'Ta 621,000 291,000 46.85 94. 6 275,000 
Greer 386,000 207,000 53. 6 96.8 200,000 
lJannon 320,000 181,000 56. 56 95.3 172 ,000 

Sub-Area I I I Total 2,762 ,ooo 1,383,000 50. 0 92.5 1,279,000 

Sub- Area IV 
Gr ady 666,ooo 268,000 40 . 24 45.1 121,000 
Caddo 818 ,000 291,000 35.6 78 .6 229,000 
Steuhensu 94,000 33,182 35.3 78.2 26,000 
,ashi t a 638,000 326,000 51. 1 90.5 295,000 
.cClain** 110,000 45,606 41 . 46 37.5 17,000 

Garvin 42,000 17,850 42.5 59 . 7 11,000 
Sub- Ar ea IV Total 2,368,000 981 ,638 41.4 70.3 690 ,000 
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Table IV. (Continued) 

Percent of Acres of 
Counties Acre s in Acres Percent J in. Ri ghts Min. Ri ghts 

Fanns Owner- Omler- 011ned Owned by 
1945 Opera ted :Operated by L. O. p~rators 

Sub- Area V 
Alfalfa 502,000 259,000 51.6 92.0 238 ,000 
Garfield 655,000 284,000 43.35 84.9 241,000 
Kingfisher 564,ooo 256 ,000 45.39 87.0 223,000 
Canadi an 553 ,000 266,000 48.1 82 .7 220,000 
Logan** 320.000 123,520 38.6 71.4 88,000 
Okl ahoma"'* 59,000 34,869 59.1 77 .l 14,000 

Sub- Area V Tota l 2,653,000 1, 223,389 46.1 83.9 1,026,000 

Sub- Area VI 
Gr ant 606,000 243,000 40.1 93.0 226 , 000 
Kay* "' 165,000 71,775 43.5 91. 7 66,ooo 
Noble** 347,000 108,958 31.4 85.2 93 ,000 
Payne** 130 ,000 62,530 48.1 62.6 39,000 
Lincoln** 29,000 12 ,180 42. 0 67.0 8,000 

Sub-Area VI Tota l 1 ,277,000 498,443 39 .0 86.o 429,000 

Complete Total 
of all Sub-Area s 15,687,000 7,716,470 49 . 2 84.3 6,523,000 

** Only par t of t he county was studied. 
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was obtained by sub trac tin th p rcentage of min r 1 rights 

owned by o ner - ope· ators fro the peroentage o •mod by all land­

owners . 2 Tbe peroe~tago of minerals owned by ~peculators aas 

taken from Table I. The total inoo a fro oil and gas leases 

in 1947 was taken from Parch r's3 study, tbe most recent avail -

able estimate . 

The actual income to owner-operators, inoooe to speculators , 

and income to absentee lando ners in 1947, was arrived at by 

multi lying the percentage 01ned in eaeb ease by the total i -

come from oil and gas leasing in 1947 . 4 This procedure was f 1-

lowed in each sub - area and in tbe totals for the complete sample 

area . 

Sub- Area I 

During the year 1947 , the total income from oil and gas leas­

ing in ~uh - Area I amounted to ,i;:3 ,339 ,362 (Table V}. In this sub-

a't'ea , 55.1 percent of the farms are owner-operated and these oper­

ators own 47 . 3 peroe t of all mineral rights in the sub - area. The 

2 Jxample: 85 .9 - 47 . 3 : 38 . 6 percent of minerals o~ned by 
absentee landoNner . 

Op . oi~ . 

4 xample: 47 . 3 x 93 , 339 , 362 : ~l , 579 , 00 , income to actual 
owner -operators in 1947 for club-Area I . 

14 . 1 'X 3 , 339 , 362 : J471 , 000 , income to speoala­
tors in 1947 for ~ub - raa I . 

38 . 6 x f3 , 339 ,362 : 1 , 289 , 000 , income to absentee 
landowners in 1947 for dub - 4..raa I . 
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i ncome to owner - operators fro~ leasing tb ir mineral rights in 

1947 amounted to ·1 , 579 , 000 . Jpeo ula tors onn 14. l percent of the 

mineral rights in this area and thei r income from leasing as 

· · 71 , 000 . Absentee landown rs in t bis area 01m 38 . 6 pare ant of 

the mi neral rights in thid area and their inoome from th i s source 

a ounted to ~1 , 289 , 000 in 1947 (Table V) . 

Ac tual farmers , therefore , receive more than half of the total 

i nc ome from oil an gas leases in thi s sub - area . Absentee land ­

oNners get a substantial proportion of tbe e aindar ; speculators 

get only a littla ore than one- tenth of the total income . 

;;,ub - rea II 

The total income from oil and gas l easing in dub - Area II in 

1947 amounted to ~1 , 182, 93 7 (Table V) . In th i s sub - area , 53 . 8 

perce nt of the farms are owner - opera t ed and owner - operators own 

45 . 2 percent of the mi neral rights . The income to o~ner - operators 

from leasi!'..g these rights in 1947 amounted to ,;$535 , 000 , which is 

more than hal f tbe total lease income tbat year . 0peculators 

own aboot 16 percent of the mineral rights and in 1947 received 

about 'irl 89 , 000 fro leasing their mineral righta (Table V) . Ab ­

sentee lando~ners received the balance of the total income from 

leasing and i n 1947 , this amounted to 38 . 8 percent or roughly 

. 59 , 000 . 

;3ub- Area III 

Sub - Area III shows a total income of ~864 , 393 for 1947 

derived from leasing oil and gas rights . In this sub- ar a , 50 . 0 

percent of the farms are owner - operated . Tbis group owns 46 . 2 

percent of the ineral rights and the income from leasing these 



Table V. Distribution of Oil and Ga s Lease Income 
Among Var ious ~elders Of Subsur face Rights. 

:Percent of: Percent of: Percent of:Percent of:Total Income : Income to : Income : Income to 
:Percent :Minerals :Mi nerals :Minerals :Mi nerals : f rom : Actual : t o : Absentee 

Sub- :of Farms:Owned by :Owned by :Owned by :owned by :Oil and Gas : Owner- : Specu- : Land-
Ar eas :Ovmer- :All Land- :Owner- :Sue cu- :Absen tee : Leases :Ouera tors : la tors : owners 

:Oper a t ed: owners :Operat ors : - lators :Owners : in 1947 : - 1g47 : 1947 L_ ... ~-19.!IT 

I 55.1 85.9 47 . 3 14.l 38.6 $ 3,339,362 $ 1,579 ,000• $ 471 ,000*$ 1,289 ,000* 
II 53. 8 84.o 45.2 16.0 38.8 1,182,937 535,000 189 ,000 459,000 

III 50.0 92 . 5 u.6 .2 7.5 46.3 864,393 400,000 65 ,000 400,000 
IV 41.4 70.3 29. 1 29 .7 41.2 2,155,673 627,000 640 ,000 888 ,000 
V 46.1 83.9 38. 6 16.1 45. 3 2,381 ,922 919,000 384,ooo 1,079,000 

VI 39.0 86. o 33.5 14.o 52. 5 803, 990 269,000 113,000 422 ,000 
Ar ea-
To t al 49.2 84.3 41.5 15. 7 42 . s 10,728,277 4,452,000 1,684,000 4,592,000 

• Fi gures in these columns a r e rounded off to the nearest thousand to prevent cumul at i ve errors • 

~ 
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rights was J 400 , 000 in 1947 . This amount i~ a littl less than 

half the total income received fro 1 leasing in the area . S:pecula-

tors in this area o·wn only 7 .5 percent of the 

r ceiv d . 65 , 0 for their interest (Table V) . 

ineral rights and 

bs .... ntee land-

ovners received the balance , about ~4 0 , UO , the same amount as 

received by o~ner-operators • 

.:,ub - Area IV 

l'be to al income to o,mers of • ineral rights in jub- Area IV 

as v2 , 155 , 673 from oil and gas leases in 1347 . In this area 41 . 4 

percent of the farms are o~ner - operat d , but these operators own 

only 29 percent of the mineral rights . · heir income from leasing 

thee rights i n 1947 ~as 627 , 000 . Absentee lando nars in tbis 

area o,n about 40 percent of the mi neral rights and had an inoome 

of $8 8 , 00 from leasing their mineral rights in 1947 . ~pec ula ­

tor o,m 30 percent of the subsurface righ s in tbil:3 area and re ­

oe ived ~640 , 000 for tbeir share of oil and gas leasing in 1947 

(Table V) . 

owner- operators received less than a third of the total 

income fro oil and gas leasing in this area . Their ~hare na 

actually tbe s alle~t of the three groups , and the lowest pro ­

portion of total in ome in any oub - area . · he high proportion 

of insral rights owned by speculator shows that they have 

been very active in this territory . ~reover , the fact that 

abnentee lando.~ners o·~n the largaclt share of tha subsurface 

rigb s , and r eceiv the l argest i nco. e from that :.:Jource , i s 

a strong in · ication that some of them are spacu ating in min -



eral rigbts .5 

.3ub- Area V 
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During 1947 ; the total income from oil and gas leal:3ing in 

this area amounted to v2 .381 , 922. In this sub - area . 46 . 1 percent 

of the farms are 01mer- operated and these operators own about 39 

percent of the subsurface mineral rights . Income to actual far­

mers from leasing their mineral rights in 1947 amounted to 

·919 , 000 . Speoulators o.nn 16 .1 percent of the mineral rights in 

this area and their income from leasing was · 384 ,000 in 1947 . 

Absentee lando.vners own about 45 percent of the ineral rights 

and their income was ~l , 079 , 000 in 1947 (Table V) . 

In this sub - area, o:11ner - operators received less than half 

of the income from oil and gas leasing . The largest share of 

the lease income werit to absentee landowners ith approximately 

~100 ,000 more income from leasing than any of the others listed 

(Table V) . 

Sub- Area VI 

Sub - Area VI shows the smallest income derived from oil and 

gas leasing of any of the areas sa~pled , ~803 , 990 in 1947 . This 

sub - area also has the smallest proportion of the land being farmed 

by oner- operators in any of the sub - areas , only 39 percent . 

These owner - operators still own 33 percent of the subsurface 

rights; the income to them in 1947 from leasing these rights 

amounted to ~269 , 000 . Absentee landoNners in this sub - area 

possess the largest share of subsurface rights found in any area , 

owning about 52 percent . Income accruing to absentee landowners 

5 This study does not class actual l andowners as speculators . 



33 

in this area a ounted to ~422 ,000 in 1947 . Speculators in this 

area o ,~n only 14 . 0 p rcent of the ineral rights and rec,,,ived an 

inoo a of ; 113 ,000 from leasing these rights in 1947 (Table V) . 

des tern Oklahoma 

The total of the s ix sub - areas, that is , 'es tern Oklahoma as 

a who l e . shows that abo.ut 49 percent of the land i~ farmed by 

owner - operators and that they own 41 . 5 percent of all mineral 

rights. The total income from l eas ing subsurface rights in the 

sample area was ·rl0 , 728 , 277 in 1947 . Of this amount 01ner ­

oparators received .J4 , 452 ., 000 for 'their share of tbe income de ­

rived from leases and bonuses that year. ' bsentee landowners 

oNn the largest share of all mineral rights and consequently 

derive the largest income fro their leasing activities. They 

own 42 . 8 percent of the ineral rights and reoeived -;;34 , 592 , 000 

fro their oil and gas leases in 1947 . Jpec ula tors own 15 . 7 

percent of the mineral rights and received ,,'51 , 684 , 000 for their 

share of oil and gas lea se benefits in 1947 (Table V} . 

In .lestern Oklahoma then, income to lando ,,ners as fairly 

evenly divided bet1 en farmers and absentee landoaners in 1947 . 

This distribution is more likely to h i f t ·. i tb changes in the 

percentage of o ,mer - operatorship ratber than because of a change 

in the percentage of speculativa holdings . /bile it is likely 

that specula ive holdings wi ll i crease , the increase is likely 

to come only over a relatively long period of ti~e. 7ben sp cu ­

lators buy separated mineral rights , they usually buy only 

fractional shares and the acreage involved is r elatively small. 
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CHAPT"'R V 

T FF&CT OF MI ""]AL .:) 'PA1ATION orJ A: A ,.1.0 4TG GJ.:$ 

Jost farm loan agencies pay careful attention to the propor ­

tion of the mineral rights still intact before maKing a loan on a 

farm . ~ome organizations hesitate to lend money on land having 

more than 50 perce nt of the mineral rigbtJ separated from the sur­

face . Otbers are mor concerned with being sure that a large 

enough share of the mineral rights are intact so that the loan 

Mill be adequately protected if oil should be d i scovered . At the 

present time , there are so many sources of ortgage loans that 

the pre ence or absence of the ineral rights has little effect 

on the availability of ortgage money in tho area . ?here 1s a 

possibility , however , that agencies hich no require a half , or 

at least a substantial proportion , of the mineral rights be in­

tact will be the ones wbicb Wi ll be most active in the farm credit 

field even during a period of farm depression. Other dources of 

mortgage money a e likely to di sappear in depression cod. tions 

as they did in the 1930's . 

I t will be the purpose of this chapter to show tbd ~~ount 

of land and the umber of farms which might have difficulty in 

qualifyi for a mortgage in ti~es of farm distress i f the less 

oo serva t ive lenders ·Hthdra,, from th farm credit business . It 

is realized that in most instances the proportion of minerals re­

quired ill vary ith i d ividual circumstanc es suob as the s ize 

of the loan , the type of farm , the likelihood of oil d i~covery 

during the life of the loan , and oth r things . Jepara e owner -
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ship of mineral rights occurs fro an undivid.e d fractional acre 

int rest in a tract to a whole inte est. However , it is likely 

that concern need be flt only for farms here one - half or more 

of the mineral rights are held under separate o~inership . The 

discussion which folloNs will be confined, largely , to the num­

ber of farms in the various sub - areas having a half or more of 

the mineral rights alienated and Nhich ~ i gb t in the future be 

classed as poor security for a maximum loan • 

.:3ub- Area I 

In Sub- Area I , there !Vere 384 tracts sampl ed of which 144 

or 37 percent showed so. e separation of minerals ( 1rable II). 

However , only about 18 percent of all farms had one-half or more 

of the mineral rights s parated fro the surface (Ta ble VJ . 

This means that about 18 farms out of every 100 in this area 

might be c onsidered as unsatisfactory security. dince there 

are 11 , 341 farms in the sub - area , tbe positi on of slightly more 

than 2000 farms as mortgage sec urity might be considered dubious 

partioul arly by those lending agonoies generally considered to 

be more conservative and more permanent (Table III) . 

Sub- Area II 

In Sub- Area II , there were 111 tracts sampled of which 42 

sho ed sales of mineral rights . This indicates that about 38 

percent of the tracts in the area had some separat i on of ~ineral 

rights (Table II) . Like dub-Area I , the data indicate th tin 

t bis area 18 pe roen-~ of all far s have bad one - half or more of 

the mineral rights separated fro the land (Table I I I} . This 

makes about one out of every f ive or six far~s possibly unsatis-
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factory as collateral to some lending aganc ies . .Jinoe club - rea II 

bas a total of 5 , 903 farms , about 1000 farms in the area .. i g ht have 

difficulty in qualifying for a ortgage loan fro. the more con .. 

servative agencies . 

jub - Area I II 

In Sub - rea III , 255 tracts Nera sampled of ~bich 56 or 21 

percent shoNed so e sale of mineral rights ( .rable I I) . It was 

also found that 8 percent of the fa~ms in this sub - area bad a 

half or more of the mine ral s separated fro the l and (Table III) . 

Therefore , in this area only about 8 farms out of every 100 would 

be of doubtful acceptability for mor tgage credit by some lending 

agencies . Out of a total , then , of 10 ,000 farms in thi:J sub-area , 

there are only 800 which are of a doubtful status for loan purposes 

( 1a b le I II) . 

This sub - area has the s.allest proportion of far s baving 50 

percent or more of the mineral rights sold . 3ub-Areas I and II 

are tbe next lo , ast , iith 18 percent , both of ihich , relatively , 

have ore than t ice the number of farm· ineli g i bl e for loans as 

found in this area (Table III) . 

The question arose as to why this sub -area showed such a 

lo percentage of mineral ri r hts separation. The answer probably 

lies in the fact that it is not only a good agricultural area but 

bas relatively little oil activity as compared to other areas in 

this study. It is likely , therefor , that the opportunity to sell 

mineral rights has not bean as great here as in other areas . 

Parcber's study1 shows tbe area to be inactive so far as leasing 

1 Op . cit . 
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Jub - rea IV 
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In Jub - Area IV , 205 tracts ere sa pled of hioh 69 traots 

or 33 percent rnr found to have one -.balf or more of the minerals 

separated from the surface ( Table III) . This means that about one 

out of every three farms in this sub- ar a igbt have difficulty in 

eating the requirement of those loan agencies requiring that a 

substantial pr portion of the ine al rightd be intact before a 

farm i considered adequate loan security . About 56 percent of 

all far sin the sub - area shoved ninaral sales of some sort 

( Table I I) . 

Considering the fact that there are about ld ,5u0 far sin 

this sub-area , the o,1ners of the 6000 farms which ay not meet 

tha require ents of tbe more con~ervative lending agencies , i ght , 

in a period of farm di tress , find their position precarious be ­

cause of inability to find favorable ortgag credit ( able III) . 

;:3ub - . rea V 

In club - Area V, 162 tracts .vere sampled; of these tracts , 47 , 

or 31 peroent sho~ed some dap~ration of ineral rights (Ts ble III) . 

In this sub- area , 32 tracts , or about 20 percent , shoved that a 

half or more of the mineral rights ~ere held under separate owner­

ship (Table III) . This indicates that about 20 farms out of eve y 

100 in this sub-area would be subjected to very careful scrutiny 

before being accepted as security on a . ortgage loan by so· e lend­

ing agencies . 

In ~ub- rea V there are 15 ,000 farms , 3 , 000 of which are of 

doubtful status for meeting the requirements of some of the o e 

conserv.sitive lendi!'lg agencies (Table III) . 
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'ub - Area VI 

In dub - Area VI , 131 tracts were sampled ; 48 of these tracts , 

or 43 percent , showed some sales of mineral rights (Table II). Of 

the tracts sa pled , 31 , or 23 percent, had sold a half or mo a 

of the mineral righ ts (Table III) . It appears , therefore , that 

the more cautious farm loan agencies might not be interested in 

t aking a mortgage on about one farm in every fou r in this sub-

area . 

There are 5 ,000 farms in this sub-ar a and , therefore, about 

1 , 250 of them rnir ht have difficulty in meeting the requiTe1nents of 

lending agencL.,s requiring that a sub tantial part o the . ineral 

rig ht:;; be i ntact b ef or , aking a loan (Tab le V) . 

destern Oklahoma 

In all of /astern Oklahoma, 1 , 248 tracts were sampled , of which 

438 , or 35 percent , sho ad some sales of mineral rights (Ta ble II} . 

Of all the tracts sampled , 244 , or 22 percent , showed half or more 

of the mineral rights ov1ned by someone oth .... r than the l andowner 

(Table III) . Therefore , those farm loan agencies who mortgage land 

only when a substa tial proportion of the mineral rights are intact 

might hesitate to make a loan on about 22 farms out of every 100 

in this area (Table III} . 

Since there are about 66 ,000 farms in the enti e sample area , 

the data would indicate that in tbe study area alone, which co~tai~s 

about t ~o- fifths of all the farms in the dtate , there are about 

14 , 500 farms Wbioh possibly could be considered unsuitable as secur­

ity for a, ortgage loan by ome of the more conservative farm loan 

agencies . It must be remembered, of course , that tbe size of the 

loa and other con~iderations would influence ~hetber the ore 
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c om,Hn·vati v,:1 age:nc ies would make a. loan. Tbs fact remains,, hoNaver, 

that zone 14,000 or 15,000 fnrms in the area are in the position of 

being <1t1e;.,; tionnble Gecur it~/ ::' tF' a no::rtgago loan if :.110rtgag0 :no:ney 

should beco~a Dearco. 
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C lIAPT..iE? VI 

TA TIO Of ~.JllJh~At..ID dUBuU:1ii'AC' RIGHTu 

At least three proposals have been ade to tbe Qklaboma legis­

lature within the pat 10 years to tax senarate holdings of mineral 

rights. The most recent proposal was to levy an excise tax on the 

privilege of holding these speculative mineral rights . The assessed 

valuation was to be a inimum of ) 10 . 00 per acre and taxed at the 

rate of 15 ills per dollar. The purpo'e of the tax was not specif ­

ically stated in tbe bills , but presu ably they were revenue 

easures. However , one of tho authors of the ost recent bill 

stated in a committee hearing that such a tax would do much to 

olear land titles in Oklahoma and by implication this would be one 

of the purposes of sue h a tax. Ile pointed out at the hearing that 

i n many instances the separated mineral rights "Jere o. ned by people 

who bad no further interest in the mineral poss ibil iti es of the 

tract , or ~ere not aware of the faot that they still owed the 

minerals . The mineral rights mi ht be Aithout value , but still 

cast a cloud on land titles that oould not be cleared without court 

action. 

The proposed tax would do one of two things , either the o~ners 

of separate mineral rights ¥ould take enough interest in these 

rights to pay a tax , or their share of the illineral rights "ould 

be sold to the highest bi dder at a tax sale . In the latest pro ­

posal the present surface owner would have the option of buying 

these ineral rights at the highe t bid . One of the earlier pro ­

posals would allo the separated ri ghts auto atioally to be vest d 

in the cur ent ;:3urface o~vner in ca e of non - payment of ta. es . 
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t the hearing on this bill no attempt was made to estimate 

the inco e from such a tax . It appear~ that a ·tudy of the f iscal 

feasibility of a tax on s ... parateci ineral rights ·rnuld be uoeful 

to the law-maki ng body of the state . 

In this stu'y an esti ate ~1111 be made of the revenue from 

such a tax , using the i nimu1 assessed valuation of .;;10 . 00 per 

ac re and a rate of 15 mi l ls hich is in line ith the most recent 

proposal. 

Follo~ine this an estimate and analy~is ~ill be made of the 

probable tax inco::ue i f the:, tax Here bas d on the income value of 

the mineral rights . Also the p obable tax income v ill be sho~n 

here the tax is at the same rate as on other property and assessed 

on an advalorem basis . B' or purposes of compari ··on , inco e ta"Kes 

pai d by farmers in t be same area in 194~ 'Jill be sho -Jn ( 1l1ab le VI) . 1 

The amount of ta income from separately o, ned ineral rights 

var ies , of co urse , ,lith the :nethods and r ates of valuation and tax-

at i on. By sub - areas , however , consider ing all approache~ together 

tax income from separated miner.al rights calcula ed by any of the 

proposed ethods , exceeds inco. e fro~ inco e tax paid by far ers 

i n a a~ority of in~tances . 

In Table 71 , colu n 5 , he tax yield under the proposed laN 

is sboNn f or tbe study area . This figure , ~369 , 429 , id only about 

,:25 , 000 less than inco.ne taxes paid by farm~rs in tbe area · n 1 4J . 

In three of the sub - areas , however , the inc o, e tax yield exc eded 

that of the estia~ted y ield frori separat d inera l rights . 

l Al l references to columns and figures in tbia Chapter 
ill be shown in Table VI . 
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Muoh of the criticism leveled at the proposed law nas to the 

3ffect hat a 10 . 00 ~inimum valuation was too high. In column 6 , 

is shown what the tax yield nould have been if separated mineral 

rights had been assessed at the inoone value as estimated in Pa~­

ober ' s tbesis . 2 This value , ~19 ,ooa. 00 , axed at the proposed 

rate ~ould have yielded , 285 , 568 . Th i s figure is roughly ~85 , 000 

beloN the e ti ated inoone under the proposed tax and about three­

fourths as much as tbe yield from far income taxes in the same 

area . In only one s b- area , umber IV , would separated . ineral 

rights have yielded more than income taxas (columns 6 and 8) . In 

this sub - area , not only do e fi11d a great a ount of oeparation, 

but the highest inco~e value for mineral rights . 

If the purpose of the tax is to aid in clearing titles . then 

it seems that a 10~1er asses 'ment ,rnuld b.., ad successful as a 

higher one in tho e ca:;.es where present o,iners of separat d min ­

eral royalty are no longer interested in it . At the same time a 

tax baded on soi e value more nearly in l ine .1 ith the arning 

capacity ~ould not penalize the o~ners of loJ value b ld·ngs • 

. ~o eover , it i'lould remove one of the objec tions to uch a tax , 

that a ~10400 per ac re mi nimum is too igh . 

As an al ternative method of taxation , which dOuld increaae 

the tax inco e to counties and also help clear titl..,s . gparatad 

ineral rights might be taxed in the same manner as oth3r personal 

proparty . That is , assess the eparated ineral rights at an 

equita ble value and tax hem at the going tax rate .. It appears 

that the income value ,JOuld be equitable but going sales prices 

2 Op. Cit . 



'I'able VI. A Comparison of Revenues From a Tax Assessed at $10.00 An Acre 
and A Tax Based on the Estimated IncoCTe Value 

of Separated Mineral Rights. 

: Income Tax 
:Vci.lues of Sepa- :Estimated In- :Rate of Taxation : Tax focome: :Paid by 

Sub-Area 
:rated Mineral :come Value of: Under : At : Under Pro~osed Rate :Under 1947 Rate :Fanners in 
:Rights at $10 . : Separated :Proposed : 19472 : If Valued At : At Income : At Income :Study Area 
: Per Acre :'Ain. Ri ghts1 : Law : Rate : $10 • .Per Acre : Value : Value : in 19493 
: (1) : (2) : {3) : (4) : (5) : (6) : (7) : (8) 

I $6,650,970 $ 3,857,562 .015 .036 $ 99,765 $ 57,863 $138,872 
II 3,056,000 977,920 .015 .041 45,840 14,668 40,094 

III 2,071,570 911,460 .015 .o4o 31.072 13,671 36,458 
IV 7,032,960 7,595,596 .015 .040 105,494 113,933 303,823 
V 4,277,130 5,902,439 .015 .037 64,157 88,536 218,390 

VI 1,787,800 1,501,752 .015 .036 26,817 22,526 54,063 

Total• $24,628,590 i l 9,037,900 .015 .038 $369,429 $285,568 t723 ,44o 

• Totals are not additive due to rounding off fie,ures . 

Explanat ion of t able: Column 1 x 3; column 5: column 2 x 3 ~ column 6; column 2 x 4 = column 7 

1 Parcher, L.A., The Years of Income lQ. ~ From Undevelooed Mineral Rights in 
Western Oklahoma, Master's Thesis, Oklahoma A. & M. College, 1949. 

2 Oklahoma Tax Commission Research Division, Statistics of Local Units of Government, 
Average Tax Levies, 1947. 

3 These figures for the amount of income t ax paid by f armers in t his area in 1949 
w~s t aken ~ram Oklahoma Tax Cor::mission Pesearch Division, State Income Tax, 1949 Returns, 
10,11, and 12. 

i 96,945 
22,614 
69,671 
48,600 

115, 424 
41 ,34o 

$394 ,594 

+= 
\.,,I 
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could asily be determined by the local assessor. 

~he tax inoone from thiu . ethod of taxation is estL ated at 

;i '/23 , 44 ibere ~epa ·a ed in ral rights re valued at their eati-

mated income value' In only on3 inatance , in Jub - Area III , id .,. 
this tax r turn less than t e amount paid in inc e taxes (columns 

8 8) . xhe total tax income from this nethod ould be nenrly 

twice the amount paid in inco e taxe~ and appar'9ntly · ould not 

penalize o.vners of the lo er priced mineral rights. 

here are only woof the six areas otudied Which have an 

income value of as ucb as ,;il0 . 00 an acre for mineral rights . 

?he av rage value of all six of the sub - areas is only ~7.73 per 

acre and thi s average is ,veighted heavily by he t,,o areas hav­

ing a high per acre value . 

In conclusion it sees that on would be dafe in saying that 

~10 . 00 an acre i s too high to valua the mineral rigbt in this 

portion of the 3tate . In the area studied esti~ated inco~o values 

range from P:3 . 20 an a.ere up to a high of ,~13 . 80 an acre . It would 

hardly seem fir to tax the caners of the loae~t priced mine al 

righ ts on the ba is of a mini um valuation of ~;10 . 00 since there 

probably · ould be a strong tendency to tax all sep:1rately o.med 

rigbtcl at the m·ni um . This #ould penalize o~n~r ~ of low valued 

ri gh t and favor o~ne of tho mor valuable holdings . It does 

appear , ho1ever , that a tax based on an eati ated ·ncome value 

ould not be too difficult f or an assostior to ast1mnte and would 

be fair to all concerned . 
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A summarization of calculations for all 6 sub-areas, shows 

that : 

1. A total of 15.7 percent of the mineral rights in the study 

area are separated or O{ifn d by someone oth r than the lando.vner. 

his amount varies shen each sub -ares is examined ind i vidually . The 

percentages of mineral rights separated in these sub - areas range 

fro a lo of 7.5 percent in Sub - Area III , to a high of 29 . 7 per­

cent in dub - Area IV . 

2. In the vhole study area 35 .1 percent of th farms have so e 

portion of the mineral rights owned separate l y from the surface . 

3 . here are about 66 , 000 far sin the ~tudy area of which 

approximately 14 , 500 or 21 . 8 percent have one-half or more of the 

subsurface rights separated from the land. 

4 . In the study area , 49 . 2 percent of the farm· are owner­

operated and those operators own 41 . 5 percent o.f all mineral 

rights . All lando·, ners , which includes absentee lando,,vners, own 

84 . 3 percent of the mineral rights . Absentee landol'lnars own 42 . 8 

perc ent of the mineral rights. Outright speculators own only 15.7 

percent of the total mineral rights . Altho ugh it is recognized 

that absentee lando~ners do fr quently speculate in mineral rights , 

this study does not class them as speculators . 

The total income from oil and gas leasing in 1947 in the 

study area was about ~11 , 000 ,000 which ~as di vide d as follows: 

Income to owner-operators - - - ~4 ,452 , 000 

Income to speculators - - - - - - - - - ,;; l , 684 ,000 

Income to absentee lando Nners - - - .;4 , 592 , 000 
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5. Because so e farm loan ag ncies hesitate to make loa son 

far where more than 50 percent of the mineral rights are owned 

s parately and ~any of the other lending agcnciJs exercise caution 

in making loans under tho o circumstances an analysis waa made of 

tba proportion of farms falling into this category. 

The data show that of about 66,000 farws in tbe entire study 

area , 21.8 percent , or about 14,500 far:ad ar of questio able 

~ecuri y s collateral. 

6. Proposald to tax separated. ineral rights in Oklahoma wee 

examined in view of the findings of this study . If the deparated 

ineral rights in the udy area were assessed at ~l .oo an acre , 

the taxable value ould be about ~24 , 628 , 590 which if taxvd at 15 

mills , as proposed , would yield about ;369 , 000 in taxes . 

However , tbe income frorn this proposed tax ¥as calculated by 

several other methods. The lowest tax yield occurred ~ben the 

mineral r i ghts, ere a ~essed at the estimated income value and 

taxed at 15 mills per dollnr . The proposed 1a, nould have yield­

ed about w 5 , 000 more than if the mineral rights ~ere taxed on 

the basis of their income value. Both methods would serve to 

clear titles if taxvs ere unpaid . 

However , an alternative method L,; auggested in ·11 bich the 

estimated inco a value of separated mineral rights i ... taxed on 

the same basis as other personal property . Juch a method would 

not penalize the o·,1ners of mineral rights possessing lest> value 

but ould erve the function of helping to clear titles and also 

yield an i come of about ~723,00 annually. 
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