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Operating Agreement

• Defines the rights and obligations of co-
tenants or separate owners of property in a 
contract area.

• Effectively “pools” the interests of the 
owners.

• Helps avoid disputes over the rights and 
obligations of the parties.

• Establishes optimal relationship for tax and 
liability. 2
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Operating Agreements Usually Start 
with a Model Form

• Minimizes transactions costs—the costs of 
doing the deal.

• Apparent fairness.
• Model forms reflects industry custom and 

practice.
• Certainty of meaning over time.
• Parties can focus on important issues. 
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AAPL Model Forms

• 1956
• 1977
• 1982
• 1989, 1989 HZ
• ????
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Other Model Forms

• AIPN 2012
• CAPL 2007
• AMPLA 2011
• AAPL 2002 Offshore
• AAPL 2007 Deepwater
• UKOOA 2009
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ESSENTIAL ISSUES OF 
OPERATING AGREEMENTS

1. WHAT IS COVERED?
A. LAND
B. SUBSTANCES
C. INTERESTS

2. TITLES AND TITLE LOSS
A. INDIVIDUAL LOSS
B. JOINT LOSS

3. OPERATOR DESIGNATION, POWERS AND DUTIES, 
REMOVAL

4. INITIAL DRILLING
5. SUBSEQUENT OPERATIONS

A. NON-CONSENT OPERATIONS
B. OPERATOR'S LIENS
D. OTHERS
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