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Term

Definition

Formula

Burdens

Royalty deductions associated with NRI calculations

LRI + total Lease/Tract ORRI

Company Net Mineral Acres (Co. NMA)

Acres associated with Wl owner in a tract

Tract Gross Acres x Ml x Lease/Tract WI

Company Net Revenue Interest (Co. NRI)

Ownership associated with share of revenue; Calculation is for a well DOl when TPF is applied

Lease/Tract NWI x TPF

Division of Interest (DOI)

Conclusion of ownership calculations representing the fractional ownership interests

Refer to ownership decks WI and NRI

Lease Royalty Interest (LRI)

8/8ths royalty percentage listed in lease; Royalty can vary by product type;
common LRIs include: 12.5% or 1/8, 16.67% or 1/6, 20% or 1/5, 25% or 1/4,1/7, and 18.75%

Refer to royalty provision in lease

Lease/Tract Net Revenue Interest (Lease/Tract Gross NRI)

8/8ths Ownership associated with share of revenue, specific to a lease/tract

100% - Burdens

Lease/Tract Net Working Interest (Lease/Tract NWI or NRI)

Ownership associated with share of revenue, specific to a lease/tract; Ml may be included for some
proportionate share calculations

Lease/Tract Gross NRI x Lease/Tract WI x Ml

Lease/Tract Overriding Royalty Interest (Lease/Tract ORRI)

Cost free revenue interest that burdens the lessor/mineral owner’s revenue interest, specific to a
lease/tract

Refer to assignment creating ORRI

Lease/Tract Working Interest (Lease/Tract WI)

Ownership associated with share of expenses; calculation specific to lease/tract ownership

Refer to interest conveyed in assignment of WI

Mineral Interest (Ml)

Lessor / mineral owner’s interest in a tract; if unleased, Ml often treated as non-participating WI

Tract Gross Acres + tract NMA
or
Refer to source deeds/title reports

Net Mineral Acres (NMA)

Lessor / mineral owner’s acres in a tract

Tract Gross Acres x Ml

Calculated based on interest type; refer to:

Net Revenue Interest (NRI) Ownership associated with share of revenue - Co.NRI - NPRI
- Rl - ORRI
Co. NRI: Co. NMA x Lease/Tract Gross NRI
Net Royalty Acres (Co. NRA, RINRA, ORRI NRA) Acres associated with NRI ownership in a tract; calculation based on interest type RI NRA: NMA x LRI
ORRI NRA: NMA x Lease/Tract ORRI

Non-Participating Royalty Interest (NPRI)

Royalty type interest that burdens the lessor/mineral owner’s interest; Calculation is for well DOl when
TPF is applied

MI x NPRI % or share of mineral owner’s royalty x LRI x TPF

Overriding Royalty Interest (ORRI aka OR aka ORI)

Cost free revenue interest that burdens the working interest owner’s share of revenue; Calculation is for
well DOl when TPF is applied

Lease/Tract ORRI x associated Ml x associated WI x TPF

Royalty Interest (RI)

Mineral owner's share of revenue; calculation is for a well DOl when TPF is applied

No NPRI burdens: Ml x LRI x TPF

or
With NPRI burdens: (100% royalty share less NPRI percentage or
share of mineral owner's royalty) x Ml x LRI x TPF

Tract Gross Acres

Acres associated with a parcel of land before proportionate reduction calculations

Refer to actual tract acres

Tract Participation Factor (TPF)

Proportionate share of production from a unitized zone or pooled spacing unit; Used for well DOI
calculations

Tract Gross Acres + Total Unit Acres
or
Productive lateral length associated with tract + total productive
lateral length (i.e. allocation well)
or
Other contractual considerations (i.e. production sharing well)

Working Interest (WI)

Ownership associated with share of expenses, calculation is for a well DOl when TPF is applied

Lease/Tract WI x M| x TPF
or
Co. NMA + Unit Acres
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The material provided in this workbook or related presentations and
any comments or information provided by the presenter are for
educational purposes only and nothing conveyed or provided should
be considered legal, accounting or tax advise. Please contact your own
attorney, accountant or tax professional with any specific questions
you have related to the information provided that are of legal,
accounting or tax nature.

Honeycutt Solutions, LLC makes no claim, promise, or guarantee of
any kind about the accuracy, completeness or adequacy of the content
of this workbook and expressly disclaims liability for errors and
omissions in such content. It is understood that each situation is fact-
specific, and the appropriate solution in any situation may vary and the
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