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• Purpose and Parameters: 

• Bankruptcies can directly affect oil and gas operations.

• Practical discussion of topics you should know about.

• A high-level overview – Not a detailed, technical discussion.

• Examples from Ohio cases – Law differs from state to state.

• Consult legal counsel to address specific situations.

Today’s Agenda



• Topics We Will Address:

• Bankruptcy Basics – What happens in a Chapter 7, 11, or 13 case? 

• Monies Paid to Lessors – Who receives bonuses and royalties?

• Automatic Stay – How does it affect the Debtor’s assets?

• Mineral Title – What do you look for?  Where can you find it?

Today’s Agenda



Part One:  
Bankruptcy 

Basics



Chapter 7

• Asset liquidation cases.
• Trustee identifies, collects, and liquidates Debtor’s assets.
• Some assets are covered by statutory exemptions – Not sold to pay creditors.
• Trustee has business discretion to abandon assets.

• Trustee has the power to sell assets, including mineral rights.
• Requires opportunity for competing bids, and court approval.



Chapter 13
• Payment plan cases.
• Typically, open for 5 years.
• Debtor files a proposed Plan.
• Trustee, creditors, and others 

(including oil and gas lessees) 
may object.

Once objections are resolved, the Court confirms the Plan.

Debtor makes monthly payments to Trustee, who pays 
creditors.



Chapter 11
• Business reorganization cases.
• Company may remain open and continue conducting business, unless court rules 

otherwise (debtor in possession or DIP).

• U.S. Trustee monitors DIP operations, submits reports, conducts creditors meetings.
• A plan of reorganization is proposed, creditors whose rights are affected may vote on the 

plan (or object), and the plan may be confirmed by the court.
• Confirmed plans can operate as discharge of debt and create new contractual obligations.
• Liquidating plans are permissible.



Proof of Claim

• Process for presenting and substantiating claims for monies owed.
• If there are no assets available, there is no filing deadline.

• When assets are available to distribute, a filing deadline is established.



Part Two:  
Monies Paid 

to Lessors



Types of Payments

• What types of payments are impacted by a bankruptcy?
• Any payment a producer may make to a lessor. 
• Bonuses – Lease signing, renewal, extension.
• Oil and gas royalties – Shut-in, production, recalculated, reimbursed, suspended.
• Option payments.

• Why are these payments important to the producer?
• Time-sensitive.
• Contractual obligation to pay.
• Failure to timely pay can affect the producer’s rights (breach or forfeiture).
• Filing of a bankruptcy does not alter or toll the producer’s obligation to pay.

• Who does the producer pay when the lessor files for bankruptcy protection?



• Monies are owed to a lessor in bankruptcy – So who do you pay?
• Lessor-Debtor?
• Bankruptcy Trustee (Chapter 7 or 13)?
• United States Trustee?
• Bankruptcy Court?
• Creditors?

• The Debtor may want to continue receiving payments during the bankruptcy.
• Payments are property of the bankruptcy estate.

• The solution here is to seek direction from the Trustee.

Who Receives Bonuses and Royalties?



Next Steps for Making Payments in Bankruptcy
• Place monies in suspense when you first learn of the bankruptcy.

• Contact the Trustee and the Debtor’s attorney.
• Identify leases, units, and royalty owners.
• Disclose suspended monies, and frequency of payments.
• Imminent plans to commence or disburse payments.
• Seek direction on who to pay.

• The Trustee and Debtor’s attorney may negotiate a payment arrangement.
• Pay all to the estate.
• Split payments between estate and Debtor.
• Payments to the estate for a fixed duration, then resume paying the Debtor.



Next Steps for Payments in Bankruptcy (continued)
• Address any special circumstances at the outset.

• Delayed inheritance from unsettled decedent’s estate.
• Pending litigation as to title/ownership of mineral rights
• Underpayments or overpayments to Debtor.
• Development and production commencing during bankruptcy.

• Memorialize the payment arrangement in writing.
• Chapter 13 Plan. 
• Stipulation between Trustee, Debtor, and Lessee.
• Court order.
• At a minimum, written correspondence.



Next Steps for Payments in Bankruptcy (continued)

• Monitor the bankruptcy case.
• Duration of a case may vary (months vs. years).
• A case can be dismissed early.

• All debts are paid off.
• Debtor does not comply with obligations.

• Chapter 7 Trustee can abandon assets if inconsequential or not beneficial.
• A closed case may be re-opened later if Trustee discovers new assets.

• Know what is happening in the case, so you can update pay decks.



Importance of Working with the Trustee

• Trustees want oil and gas payments to benefit the estate and creditors.

• Chapter 7 Trustees locate, collect, and liquidate assets to pay creditors.

• Sometimes, oil and gas payments may be only (significant) non-exempt asset.



Sample: Chapter 7 Trustee’s Interim Report of Assets



Importance of Working with the Trustee (continued)

• Chapter 13 Trustees want to see Debtors contribute newfound income.
• Increase Plan payments, which increases dividend to creditors.

• Chapter 13 Trustee can require payment language in the Plan.

• If not included in the Plan, the Trustee may file an objection.

• Producer’s counsel can provide suggested language to fit the situation.



Sample Chapter 13 Plan Language
“Debtor hereby assumes the oil and gas lease with [producer], its successors and/or assigns. To the
extent that typical monthly production royalties become payable to the Debtor while the bankruptcy
proceedings are pending, any such monies may be released directly to the Debtor. To the extent any
extraordinary payments other than monthly production royalties become payable to the Debtor while
the bankruptcy proceedings are pending, any such monies will be placed in suspense pending
instructions as to how they should be paid during the bankruptcy proceedings.”

“Debtors hereby assume the oil and gas lease with [producer], its successors and/or assigns. Upon 
confirmation and for the duration of the plan, [producer] may release any income from the sale of said 
oil and gas under the terms of the lease (including bonus, royalties or otherwise) to Debtor. Debtor 
shall notify the trustee upon receipt of any income received under the terms of the lease (including 
bonus, royalties or otherwise), which shall be contributed to the plan for the benefit of unsecured 
creditors by way of an increased unsecured dividend if a percentage plan or an increased unsecured 
minimum dividend if a pot plan, subject to any Motion to Retain, as may be applicable.”

• Chapter 13 Plan language.
• Pay “typical monthly production royalties” to Debtor; suspend others pending instructions.
• “Release any income from the sale of oil and gas” to the Debtors.



Part Three:  
Automatic Stay

STOP



What is the Automatic Stay?
• U.S. Bankruptcy Code prohibits persons from taking or exerting control over Debtor’s property.

• It has been described as giving the debtor “a pause to catch their breath.”
• This removes aggressive and advantageous debt collection practices.
• The bankruptcy case can address debts in an equitable and orderly manner.

• Bankruptcy filing operates as a stay of actions against the Debtor, including:
• Judicial, administrative, or other action or proceeding against Debtor or to recover a claim.
• Enforcing a judgment against Debtor or property of estate.
• Creating, perfecting, or enforcing any lien against property of estate;
• Obtaining possession of or exercise control over property of estate.
• Collecting, assessing, or recovering pre-petition claim against Debtor.
• Setoff of pre-petition debt owing to Debtor against any claim against Debtor.



Violating the Stay vs. Relief from Stay 

• There are consequences for violating the automatic stay.
• The bankruptcy court can punish persons who violate the stay.

• The bankruptcy court can grant relief from the stay when warranted.
• For example:

• A mortgage lender can seek relief from stay to proceed with a foreclosure lawsuit.
• An automobile finance company can seek relief to repossess a vehicle.

• Can oil and gas producers run afoul of the automatic stay?  YES, so beware.



Example No. 1:  Payments Owed by the Debtor

• Recoupment of monies owed by Debtor due to:
• Overpayment of bonus monies or royalties.
• Monies advanced by the producer to pay debts (e.g., property taxes).

• Beware of the need to file a proof of claim.
• Claims for monies owed by Debtor can be repaid through the bankruptcy.
• Claims filed after the deadline are barred and may be discharged.



Example No. 2:  Leasing and Purchasing Mineral Rights

• After the filing of the bankruptcy petition:
• Purchase of Debtor’s mineral rights.
• Obtaining new lease of oil and gas rights.
• Renewing or extending an existing lease.

• Trustee (not Debtor) makes the decision and must obtain court approval.

• Due diligence can avoid problems when a lessor is having financial difficulties.



Example No. 3:  Unitization
• Producer and lessor entered into a valid lease prior to the bankruptcy petition.
• Unleased royalty owners prevent voluntary pooling to form a drilling unit.
• Producer must pursue statutory unitization to proceed with development.

• Risks of proceeding without approval:
• Allegations of a technical violation of automatic stay (control over property).
• Objections from Trustee, Debtor, or others to application for unitization.

• Solution:
• Communicate with attorneys for Trustee and Debtor.
• File a motion for relief from the automatic stay.
• Present agreed order to the bankruptcy court.
• It is better to seek permission, than ask for forgiveness.



Part Four:  
Mineral Title

Issues



What interest are they describing?

• Bankruptcy filings can contain incomplete, inaccurate, or confusing language to describe mineral 
rights or leasehold interests.

• Like any publicly recorded instrument, how an interest is described creates issues if not corrected.

• Who is trying to describe the interests here?
• Debtors – Provide information regarding mineral rights and leases to their bankruptcy counsel.
• Debtors’ counsel – Prepares the Chapter 13 Plan.
• Chapter 13 Trustee and counsel – Comments on and/or objects to the Plan.
• Chapter 7 Trustee and counsel – Prepares a motion to sell and an order approving the sale.
• Bankruptcy court (judge and law clerks) – Approve Chapter 13 Plan and Chapter 7 sales.

• Do not assume all parties have a working knowledge of oil and gas matters.



Case Study – Joseph Smith’s Lease
• Joseph A. Smith and Amanda Smith entered into an oil and gas lease with 

Scioto Oil & Gas in 2014.
• Scioto recorded that lease in Franklin County.
• Scioto assigned a partial interest in the lease to Olentangy Oil & Gas in 2016.
• Scioto recorded the partial assignment in Franklin County.
• The Smiths file for Chapter 13 bankruptcy protection in 2023.
• The Smiths file a proposed Chapter 13 Plan at the outset of the case.
• The Plan references two leases.

• You must answer:  Does the Plan adequately describe Olentangy’s interest?



• Plan is a preprinted form but contains a section for “nonstandard” provisions.
• Language not otherwise found in the form must be included here.

Nonstandard Provisions



• The nonstandard provisions section in the Smiths’ Plan states:

• Is Olentangy’s interest adequately described?

The debtors assume the lease with Scioto Oil & Gas, its successors and assigns.

The debtors assume the lease with Deep Sea Oil & Gas, its successors and assigns.



Due Diligence – Bankruptcy Schedules

• You review the Smiths’ bankruptcy petition:

• Schedules of the Smiths’ property and claimed exemptions:
• “Oil and gas lease with Deep Sea – no royalties at this time.”
• No mention of Scioto’s lease with the Smiths, or the assignment to Olentangy.

• Schedule of executory contracts and unexpired leases: 
• References Deep Sea’s lease.
• Joseph and his sister inherited property in Delaware County.
• Joseph sold her the property but retained the oil and gas rights.
• No mention of Scioto’s lease with the Smiths, or the assignment to Olentangy.



Deep Sea Oil & Gas Co.
123 Yellow Submarine Way
Mariana Trench, CA 98765

Debtor and his sister inherited 
property in Delaware County.  
Debtor sold the property to his sister 
and retained oil and gas rights.



Due Diligence – Recorded Instruments

• You review the public record in each county, and find the following:

• Franklin County:
• Scioto’s lease with Joseph A. Smith and Amanda Smith (2014).
• Scioto’s partial assignment of that lease to Olentangy (2016).

• Delaware County:
• Deep Sea’s lease with Joseph A. Smith and Amanda Smith (2015).
• Scioto’s lease with Joseph Smith, Emily Foster, and Judy Nelson (2014).



Issues Presented in This Case Study

• Is Olentangy’s interest adequately described?
• “The debtors assume the lease with Scioto, its successors and assigns.”
• “The debtors assume the lease with Deep Sea, its successors and assigns.”

• What issues are apparent here?
• Which Scioto lease does the Plan reference – Franklin or Delaware?
• Who is the lessor of the Scioto lease filed in Delaware County?
• Is “Joseph Smith” the same person as Debtor Joseph A. Smith?



Options and Solutions

• What can be done about this situation?

• Do nothing – but run the risk of confusion down the road.

• Contact Debtors’ counsel to point out the issue with the description.

• File an objection to the Plan, requesting a revision to the Plan.

• File a stipulation which seeks to clear up the confusion.



Important Documents

• Documents to review if chain of title includes bankruptcy transfer:
• Petition for relief (date of filing and appointment of trustee)
• Legal description of real property on applicable Schedule
• Notice of intent to sell which reasonably identifies the property
• Certificate of Service giving notice to object
• Court Order authorizing sale or disposition

• If order within one year, confirmation that no appeal, extension, stay has been 
filed (search of court records, Clerk’s certificate)

• Document of conveyance (deed, assignment, etc.)
• If conveyance is pursuant to plan of reorganization (Chapter 11), order 

confirming the plan with plan attached



Other Considerations
• Pending or recently resolved cases won’t have all documents 

• Automatic Stay may still be in effect
• Appeal period may not have expired
• Dismissal = reversion to debtor’s estate

• Some but not all documents may be found in county real property records
• No requirement to document pending bankruptcies in the county

• Remember: third party title indices may not capture all relevant documents
• If county records omit important documents, court records should be reviewed

• All filings are public unless judge orders sealed
• Affidavits from knowledgeable persons and recitals in conveyance instruments 

can clarify the record and point you to important documents



Important Order Provisions
• Approval of sale
• Authorization of performance
• Valid transfer
• Self-executing provision
• Free and clear
• Assumed liabilities
• Estoppel / bar of future claims
• Anti-assignment provisions 

unenforceable

• Notice
• Objections
• Release of Buyers
• Relief from            

Automatic Stay
• No stay of order
• Final order



Sample Conveyance Recitals
WHEREAS, _____ (“Debtors”) filed a voluntary petition for relief under Chapter [#] of the United States Bankruptcy 
Code, identified as Case No. ___________ (“Bankruptcy Case”), in the United States Bankruptcy Court for the 
____________ District of ______________ (“Bankruptcy Court”); 

WHEREAS, Grantor was appointed as Trustee of the Bankruptcy Estate of Debtors by [Appointment of Trustee] entered 
by the Bankruptcy Court on [date]; 

WHEREAS, [Notice of Intent to Sell] was sent to all parties of interest on [date], which provided that all objections must 
be filed with the Clerk of the Bankruptcy Court within [timeline];

WHEREAS, no objections were filed by such [timeline] and an [Order] approving the [Notice of Intent to Sell] was filed 
by the Bankruptcy Court on [date];

WHEREAS, pursuant to an [Order] entered in the Bankruptcy Case on [date], a copy of which is attached hereto and 
incorporated herein as Exhibit B (the “Sale Order”), the sale of the assets described herein to Grantee was approved and 
confirmed.  

NOW THEREFORE, WITNESSETH: that for and in consideration of the amount set forth herein and other good and 
valuable consideration as set forth in the Sale Order, the receipt and sufficiency of which is hereby acknowledged, and 
pursuant to and in accordance with the Sale Order, Grantor does hereby GRANT and CONVEY unto Grantee ….



Where to Find Important Documents

• County records and title indices 
• Records for applicable bankruptcy courts

• Documents can be accessed at a bankruptcy clerk's office or through the 
Public Access to Court Electronic Records (PACER)

• Account is required, fees apply for searches and viewing documents



Searching PACER



Sample PACER Searches

• You can go to the records of a 
specific court or search generally

• General searches can be by party or 
case and may be simple or advanced

• Use advanced searches to narrow by 
date range, case number, case status







Questions
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These materials are public information and have been prepared solely for 
educational purposes. These materials reflect only the personal views of the author 
and are not individualized legal advice. It is understood that each case and/or 
matter is fact-specific, and that the appropriate solution in any case and/or matter 
will vary. Therefore, these materials may or may not be relevant to any particular 
situation. Thus, the presenter and Steptoe & Johnson PLLC cannot be bound either 
philosophically or as representatives of their various present and future clients to 
the comments expressed in these materials. The presentation of these materials 
does not establish any form of attorney-client relationship with the authors or 
Steptoe & Johnson PLLC. While every attempt was made to ensure that these 
materials are accurate, errors or omissions may be contained therein, for which 
any liability is disclaimed.

Disclaimer
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