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Oil and Gas Leases, Rights 

Thank you for your inquiry. Our unique service allows our clients to take advantage of relatively little-

known programs operated by the Federal and Western State governments which allow individuals to 

compete for and possess oil and gas production rights on public land on the same basis as multinational 

corporations. We offer a “turnkey” strategy to help you claim your share of these rights. We research oil 

and gas lease parcels offered in periodic State and Federal auctions in Wyoming and Colorado, go to bat 

for you as your proxy on the auction floor, and assist you every step of the way from issuance of your 

lease by the government authority to getting it sold and assigned to an operator for development.  

Here are the optimum possible royalty income returns from development of your lease, assuming the 

lease is eventually fully “drilled out” on 40-acre spacing, assuming the following parameters: $70/bbl 

oil, 50bbl/day/well, 4% overriding royalty interest, and a 50% dry hole risk factor. 

 

                     WELLS         WELLS 

  ACRES     DRILLED     PRODUCING   MONTHLY             YEARLY         

     40                1                    0-1              $0-3,900                 $0-42,900  

     80                2                    1-2              $3,900-7,800           $42,900-85,800                       

    160               4                    2-4              $7,800-15,600         $85,800-171,600 

    320               8                    4-8              $15,600-31,200       $171,600-343,200 

    640              16                   8-16            $31,200-62,400       $343,200-686,400 

   1280             32                 16-32            $62,400-124,800     $686,400-1,372,800 

   2560             64                 32-64            $124,800-249,600   $1,372,800-2,745,600 
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And below is a lower-expectation projection, assuming the lease is eventually only half “drilled out” and 

wells average 20 bbl/day. 

  WELLS       WELLS 

  ACRES      DRILLED     PRODUCING     MONTHLY              YEARLY 

     40                 0                      0                  $0                            $0 

     80                 1                     0-1                $0-1,380                    $0-15,160 

    160                2                     1-2               $1,380-2,760              $15,180-30,360 

    320                4                     2-4                $2,760-5,520              $30,360-60,720 

    640                8                     4-8                $5,520-11,040           $60,720-121,440 

   1280              16                    8-16              $11,040-22,080         $121,440-242,880 

   2560              32                    16-32            $22,080-44,160          $242,880-485,760 

 

We have assumed an 11-month production year to account for well maintenance and “down time”, and 

deducted $10/day from the royalty for minor taxes. Gas may be produced along with or instead of oil, 

but we have omitted that for the sake of simplicity. All production is, of course, subject to a decline 

curve with time. For greater or lesser daily production, simply multiply by the appropriate factor. It is 

obvious that the larger a lease you acquire, the greater your chance of having producing well(s). This 

royalty income is in addition to the cash bonus you will receive upon assigning your lease to an oil 

company.  

The R. C. Michael Company combines many years of academic, industry and government experience in 

the Rocky Mountain oil patch at your service. Currently, approximately 2 out of every 3 client leases 

which have been drilled have yielded royalty income. Our service is a 3-step process: 

 

1) We bid for and purchase leases on your behalf at government auctions.  

2) Acting as lease administrator solely in your interest, we negotiate the sale of your lease to 

an oil & gas operator, furnishing you with all proceeds from the sale (the “bonus”).  

3) The final step is the drilling of the lease, hopefully resulting in production yielding you 

long-term royalty income.   
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In March of this year, we negotiated two Federal lease sales in the Denver Basin of northeast Colorado, both 

for $150/ acre, on our clients' behalf to two Denver independents – one lease to Infinity Oil & Gas and one 

to Exterra Petroleum. This is the highest per-acre bonus we have yet secured for our clients. We expect the 

price per acre, and the assignment bonus paid for, good leases to only increase because of several factors, 

including: 

1) slow but sustained global and domestic economic recovery; 

2) continuing improvements in drilling and completion technology, making potential pay zones out 

of formerly overlooked formations (witness the huge Bakken play in the Williston Basin of 

North Dakota and the Marcellus Shale tight gas play in the Appalachians); 

3) the chronic political instability of many of the world's oil-producing countries and regions – not 

only the Middle East but also, for example, Nigeria, Venezuela, and even Mexico; 

4) Notably diminished offerings of new Federal onshore leases for sale by the current 

Administration and its “green' bias – the old inexorable law of supply and demand. 

 Please examine, complete, and sign the top sheet of the enclosed Lease Purchase Agreement which spells 

out our mutual responsibilities to each other in this endeavor. When you return it along with your check, you 

will be taking your first step in claiming your share of America's energy future and joining our roster of 

clients currently receiving production royalties. I look forward to going to work for you.   

How You Can Profit From Our Service to You 

» In Five Steps 

1. We study and evaluate advance lists of leases in upcoming government auctions. As your proxy 
bidder, we acquire on your behalf oil and gas drilling rights, or leases, on Federal and State lands 
at sales in Wyoming and Colorado. We then prepare reports and maps of the acquired leases, 
certified by a Registered Geologist. 
 

2. After the leases are issued by the government agencies, we assist you in the sale and assignment 
of these leases to an oil company. The company pays you a bonus to acquire the lease from you. 
More importantly, they agree as part of the terms of sale to pay you a percentage royalty in 
perpetuity on the value of all hydrocarbons produced from the lease. 

 

 
3. Upon approval of the assignment by the government agency, the company explores the lease 

using seismic profiling and/or other geophysical methods to pinpoint the best spot(s) on the lease 
to drill. 
 

4. Assuming favorable results from the geophysical exploration, well(s) are permitted, drilled, and 
tested. 
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5. If testing indicates commercial production potential, the well(s) are completed and production of 
oil and/or gas begins. You begin receiving regular royalty checks for as long as the lease 
produces. Please refer to the next page to see how royalties work for you. Also, please refer to 
the "Frequently Asked Questions" sheet. 

 

We look forward to going to work for you! 
 

How Royalties Work For You 

 
Let's assume a conservative price of $75/barrel. After 2008's wild ride, predicting oil pricing is 
hazardous at best. We'll stick with the current price range for now. 
 
Let's also assume a conservative production of 40 barrels/day. (Often valuable gas is produced along 
with – or instead of - the oil, but we'll ignore the gas to keep it simple; just remember that associated gas 
production will increase these revenue figures.) A 4% overriding royalty is assumed. 
 
40 barrels/day x $75 = $3000/day gross. Overriding royalty essentially means “off the top”, but a few 
minor taxes do get deducted, so we'll assume a net basis of $2,900 to calculate your royalty. 
 
 
* $2,900 x 4% overriding royalty = $116.00 royalty per day. 
     
* $116.00 x 7 days/week = $812.00/week; x 48 = $38,976/year 
 
48 weeks/year production is assumed to allow a month's downtime during the year for repairs, 
maintenance, etc. 
 
To estimate your returns from higher - or lower - production, simply multiply the above figures by the 
corresponding factor. For instance, for 80 barrels/day, increase all figures by 2, giving a yearly income 
of $77,952/year. 
 
Approximately two-thirds of our client leases which have been drilled have produced royalties. We 
expect this trend to continue or improve in the future due to rapidly developing technologies such as 3-D 
seismic profiling and the long-term bullish outlook for crude and natural gas. 
 

 

Multi-Year Program Acquisition Example 

The following conservative parameters have been used to construct this Scenario: 
 
Oil @ $75/barrel 
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A very conservative production figure over three years of 40 barrels/day/well.  
 
An assignment bonus to you by the purchasing operator of $3,000 per lease. (This is a minimum figure; 
we are often able to negotiate a larger bonus on your behalf.)  
 
Overriding royalties on production of 4%. (Can vary from about 3% to 10% in exceptional 
circumstances.)  
 
To make figuring simple in this simple illustration, only oil production is considered. Gas can be a very 
appreciable source of revenue; indeed, our single most lucrative client lease is in a unitized coalbed 
methane field in the Powder River Basin of Wyoming.  
 
Again, to simplify matters, it is assumed that all leases acquired are in the 80- acre size range. You may 
well end up with an assortment of leases ranging in size from 40 to 2560 acres.  

FIRST YEAR: Two leases acquired @ $25,000: $50,000. outlay. 
 

SECOND YEAR: Two leases acquired @ $25,000: $50,000. outlay.  
Four leases assigned to an oil & gas operator @ $3,000 bonus per lease; $12,000 
income. (The $3,000 figure is a conservative minimum. We may well be able to 
negotiate a higher assignment bonus on your behalf.) Two leases are drilled, one 
well each; one begins producing @ 40 barrels/day.  
 
Assume production begins midyear. 40 barrels/day x $75 =  
 
$3,000/day gross, minus minor taxes = $2,900 basis for computing royalties x 4% 
= $116 x 30 days/month = $3,480 royalties/month. $3,480 x 6 month = $20,880 
income + $12,000 = $32,880 income for year. 
 

THIRD YEAR: Two leases acquired @ $25,000: $50,000. outlay. Two leases assigned: $6,000 
income. Two more leases drilled: one produces. You now have two producing 
leases. One has been producing all year (subtract one month downtime) and one 
begins midyear. 11 + 6 months = 17 months x $3,480 = $59,160. Income for year 
= $ 59,160 + $6,000 = $65,160.  
 

 

 

 

FOURTH YEAR: 

 

 
 
 
A third lease, out of your six total, begins to produce in July. 22 months + 6 
months royalties = 28 x $3,480 = $97,440.  
 

FIFTH YEAR: Three producing wells averaging 40 BOD. 33 months royalties = $114,840.  
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FIVE YEAR TOTAL OUTLAY:  $150,000 

FIVE YEAR TOTAL INCOME:  $212,880 

Once you begin to derive income from leases, you should be able to deduct at least some part of the 
costs of acquisition. (Obviously, a tax professional should be consulted in this regard.)  

We look forward to going to work for you!  

Resume & Statement of Professional Qualifications 

Robert C. Michael 

President, Consulting Geologist  

Education 

BA cum laude, geology, Pomona College, Claremont, Calif.  
Graduate work, geology, Yale University, New Haven, Conn.  
Graduate work, geology, University of Wyoming, Laramie  

Work Experience 

 
Texaco Inc., Denver, Colo. Staff Geologist. Wellsite geologist on wildcat and development wells, 
Powder River Basin, Wyo.  

 

Jem Petroleum, Englewood, Colo. Staff Geologist. Responsible for generating drilling prospects in 
Minnelusa formation, Powder River Basin, Wyo. Originated T-Bone Prospect, Campbell County.  

AGIP Mining Co., Denver, Colo. Staff Geologist. Varied uranium exploration projects throughout 
western U. S. -- prospect generation, field examination, and exploratory drilling. 

U. S. Department of Interior, Bureau of Land Management, Colorado State Office, Denver, Colo. 
Geologist. Evaluation of hard-rock mining claims; oil and gas and geothermal lease administration.  

Since 1991 – President, R. C. Michael Company, Santa Barbara, Calif. and Fort Collins, Colo. 
Specializing in oil and gas lease evaluation, acquisition, administration, and marketing on behalf of 
individuals.  
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Member, Rocky Mountain Association of Geologists, Denver, Colo.  
Member, Pacific Section, American Association of Petroleum Geologists  
Past president, Coast Geological Society  
Member, Better Business Bureau, Fort Collins, Colo.  
California Registered Geologist No. 3849  

Business and Professional References 
 
Ms. Donna Bracht  
Wyoming State Office of Lands & Investments  
122 W. 25th St.  
Herschler Bldg.  
Cheyenne, Wyoming 82002-0600 (307) 777.6547  
http://slf-web.state.wy.us  

Ms. Pamela Lewis  
Wyoming State Office  
Department of Interior, Bureau of Land Management  
5353 Yellowstone Road  
Cheyenne, Wyoming 82009 (307) 775.6176  
http://www.wy.blm.gov  

Ms. Sherry Leal-Lee  
Colorado State Board of Land Commissioners  
1127 Sherman St., Ste 300  
Denver, Colorado 80203 (303) 866.3454  
sherry.lee@state.co.us  

E.L. Sorensen  
Petroleum Land Services  
2074 Vineyard Drive  
Castle Rock, Colorado 80104 (720) 733.7792  
elscpl@earthlink.net  

Better Business Bureau  
8020 So. County Road 5, Ste 100  
Fort Collins, Colorado 80528 (970) 224.4222  

Better Business Bureau of the Tri-Counties  
PO Box 129, Santa Barbara, Calif. 93102 (805) 963.8657  
www.santabarbara.bbb.org  
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Ted Simola  
Attorney at Law  
PO Box 1383  
Cheyenne, Wyoming 82003 (307) 632.6468  

Oil Lease Frequently Asked Questions 

1. IF OIL COMPANIES WANT THESE LEASES, WHY DON'T THEY JUST BUY THEM AT THE 
AUCTIONS? 

Oil companies do want these leases; each one we acquire is through bidding against their landmen. 
We are often outbid; it is no secret that Exxon et al. have far deeper pockets than we do. Certainly, 
we can not hope to acquire the few super-premium oil leases that come up for sale at each auction – 
for instance, direct offset acreage to prolific new wildcat discoveries that often sells for $1,000 an 
acre and more. However, companies will often exhaust their auction budgets in fierce bidding wars 
for these pricey oil leases; they often have to let other geologically favorable leases go to 
competitors such as us. After the dust settles from the auction, and companies recharge their land 
acquisition budgets, we entertain purchase offers for these good second-tier leases we have acquired 
on our clients' behalf. 

2. MAY I ATTEND THE AUCTION AND BID MYSELF? WHY DO I NEED YOU? 

Certainly you may do it yourself. All American citizens, or corporations in good standing, have the 
legal right to participate and bid for oil leases. However, the leases are offered with no indications of 
their value or geologic potential; the offering agencies do not concern themselves with this. The 
agencies simply offer parcels of land they control (described by township, range, section and 
subdivision), whether naked granite, studded with dry holes, or undrilled land bordering a new 
wildcat discovery. The bidding itself can be fast, aggressive and confusing.  

That's where we come in, with our decades of Rocky Mountain oilpatch experience and attendance 
at over one hundred of these auctions. 

3. ISN'T THE “LOWER 48” A DRILLED-OUT, TAPPED-OUT, OVERMATURE PETROLEUM 
PROVINCE? 

Our backyard is without a doubt some of the most heavily drilled real estate on earth. It's safe to say 
that no giant field like East Texas or the Permian Basin remains to be discovered here. It's also a fact 
that new oil and gas reserves are being found right here at home with new exploration technologies, 
new geologic thinking, and the powerful incentive of high prices; and, ever-evolving production 
technologies are rendering formerly “unconventional” reserves economic, especially when it comes 
to gas. When we began this business, the vast coalbed methane plays in several Rocky Mountain  
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basins did not even exist. And, the U.S. is “home”; a lot of global oil supply is found in very nasty 
places that seem to be getting nastier every month. 

4. IF I ACQUIRE A GOVERNMENT LEASE, IS IT MINE TO DO WITH AS I WISH? 
 

No, it remains public land. You only acquire the subsurface rights to explore for, extract, and market 
any oil and gas underneath the acreage, and to make such improvements to the surface as are 
necessary for this. You may not build a cabin on the lease, or, if the surface is in the public domain, 
prevent access by the public for hunting, fishing, birdwatching, etc. except to the actual 
drilling/producing facilities. 
 

5. SO I CAN DRILL FOR OIL MYSELF? 

Of course; this is the right you have purchased from the government through us. However, because 
of the enormous expense of a modern drilling operation, the idea in actual practice is to sell your 
rights to an oil company and let them do it – reserving for yourself a percentage royalty (usually 3-
5%) on all production from the lease. 

6. HOW LONG MAY I KEEP MY LEASE? 

Federal leases have an initial tenure of ten years before production must commence. State leases 
have a five-year time fuse. The law does not provide for extensions. 

7. WHAT AM I OBLIGATING MYSELF TO WHEN I ACQUIRE A LEASE? ARE THERE 
PROPERTY TAXES ON THE PARCEL? 

There are no “taxes” per se. There is an annual rental obligation, payable in advance beginning with 
the second year of the oil lease's tenure, on the “anniversary” date of the lease – the date on which 
the lease went into legal effect. This rental is your exclusive responsibility. It is $1/acre/year for 
State leases. For Federal oil leases, it is $1.50/acre for the first 5 years and $2/acre for the second 5 
years. 

8. YOU GET A “CUT” OF THE PROCEEDS FROM THE LEASE, RIGHT? 

Absolutely not. Like all businesses, we have overhead, and we do make a profit. However, this is all 

taken care of out of the initial acquisition fees. We feel it is only fair that the client have full 

enjoyment of any and all profits from his lease ownership, and we take no percentage whatsoever of 

any proceeds or royalties from any client leases. 
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9. CAN I DEDUCT THE COST OF ACQUIRING A LEASE AS A BUSINESS EXPENSE ON MY 

TAXES? 

We are not tax experts or advisors, but it is our understanding that lease acquisition expenses may be 

deducted against any income derived from future production on the lease. 

10. WILL YOU STICK AROUND AND HELP ME IF IT NEED IT? 

Yes. We retain naked title to the lease for administrative purposes; the lease is administered for the 

sole benefit of the client, as is spelled out in our Administration Agreement. Any purchase inquiries 

from oil companies will come to us as title-holder of public record. We immediately communicate 

all purchase offers to you, and offer our advice and assistance with this transaction on a no-fee basis. 

11. WHAT ARE YOUR CREDENTIALS? 

Our Principal, Robert C. Michael, is a licensed Professional Geologist with the State of California 

Board for Geologists and Geophysicists. He is also a licensed Mineral, Oil and Gas Broker with the 

California Department of Real Estate. He is a member in good standing of the Rocky Mountain 

Association of Geologists, the Coast Geological Society, and the Pacific Section of the American 

Association of Petroleum Geologists. He graduated Cum Laude in Geology from Pomona College 

and did graduate work at Yale University and the University of Wyoming. 

12. DO YOU OFFER A GUARANTEE? 

We can only guarantee that we will work with all due diligence to get you the most favorable lease 

possible based on availability, competition, and funds available. 

13. CAN I SPEAK WITH SOME OF YOUR SUCCESSFUL CLIENTS? 

We are very sensitive to our clients' personal and financial privacy, and would prefer not to prevail 

upon them for “testimonials”. Your business with us will be treated with the exact same discretion. 

14. WHAT IS YOUR SUCCESS RATIO? 

Approximately two-thirds of our leases which have been developed have produced royalties. 
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Contact R.C. Michael Company 

R.C. Michael Company, Inc. 
Robert C Michael – President 
1212 Raintree Drive Suite A-5 
Fort Collins, CO 80526 
Phone: (970) 484-2737 
 

S.R. Buzzi 
Risk Analysis 
Phone: (928) 706-0388 
 

What are the costs involved? 

APPROXIMATE LEASE SIZE  COST  

40 acres   $15,000  

80 acres   $25,000  

160 acres  $35,000  

320 acres   $55,000  

640 acres  $75,000  

1280 acres   $135,000  

2560 acres   $265,000 

 

Please contact us if you would like us to submit our full information package via U.S. Mail. This 

package will include a contract spelling out our mutual obligations to each other as we represent you at 

the upcoming Colorado and Wyoming Federal and state oil and gas lease auctions. The size brackets 

quoted above are approximations only; actual size of the lease acquired may vary slightly up or down 

from the quoted acreage. THANK YOU FOR YOUR BUSINESS AND YOUR TRUST. 

 

 

 

 


