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Seismic basics

Seismic Data — Why?
The main purpose of obtaining seismic data is to render the most accurate possible
graphic representation of specific portions of the Earth's subsurface geologic structure.

Seismic Basics - 2D, 3D

2D Seismic
= 2D seismic data are displayed as a single vertical plane or cross-section sliced into the
Earth beneath the seismic line's location.

3D Seismic Visualization

Legal Basis for Obtaining Consents for Seismic Data;
Consent Documents

Required Consent for Geophysical Operations — Basic Concept
The explorer must obtain permission from the owner of the exploration right

Who owns the Right to Explore?
e Where the minerals have been severed from the surface:
Consent necessary from only the mineral owner

¢ Where mineral owner leases the right:
And lease grants exclusive right:
Lessee must grant consent

And lease grants non-exclusive right:

e Where co-tenants own minerals:
Consent from any cotenant sufficient (except in
Louisiana)

¢ Where minerals owned in life estate and
remainderman:
Should get consent from both
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e Where mineral ownership differs by depths:
Unclear, so get consent from all owners or
block out data

e Where different parties own different minerals:
Get consent from owner of mineral you wish to
explore

Ways to Obtain Consent for Seismic Operations:
= Permit — Consent to seismic only

= Option — Consent to seismic and option to lease for drilling and
development

= Lease — Consent to seismic and to drill and develop

Consent Documents for Geophysical Operations

Valid legal description

A sufficient term

Surface use and damages

Use of contractors and subcontractors
All possible types of geophysical survey
The right, but not the obligation, to shoot

The Option:
= Combination of permit and option to lease
= Attach the form of lease to be used
= Consideration and mechanics of exercise
» Prohibit leasing to a third party
= No burdens
» Memorandum for recording

Seismic Provisions of the Oil and Gas Lease:
= Should grant the exclusive right to explore
= Avoid obligations to furnish data
= If impossible:
Limit to leased lands and small halo, if required
Prohibit competition in halo
- Grant a license only
- Require confidentiality
Limit to basic processed data (not field tapes — more costly to reproduce,
and they can process in own way)
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	 Seismic Data Acquisition
	 Seismic Data Processing
	 Seismic Data Purchasing (Licensing)
	   Seismic Asset Monetization 
	Seismic Data Management
	Seismic Data Administration
	Agreements to Acquire Seismic Data
	Ways of Acquiring Seismic Data
	 Through a proprietary seismic survey
	 Through a group shoot
	 Through a purchase, trade, license* or other use arrangement 
	*For OilCo licensing is the most common because it is the most cost effective

	Characteristics of a Proprietary Geophysical Survey
	Advantages:
	 OilCo designs and controls the survey
	 OilCo owns the data  
	Disadvantages:
	 Greatest HSSE exposure (dynamite, bull dozers, snakes etc.) because OilCo is hiring the crew etc. (possible lost time incident etc.)
	 Highest acquisition cost (one factor is HSSE requirements 6 wheel mule vs. 4 wheel All Terrain Vehicle)





	Characteristics of a Group Shoot 
	 Geophysical Survey
	Two Kinds:
	 The proprietary group shoot: a group of exploration companies agree to jointly conduct a seismic survey. 
	 The speculative group shoot: (1) a geophysical contractor proposes a survey and solicits companies to underwrite the costs of the acquisition, or (2) a company like OilCo approaches a geophysical contractor and asks them to put a group together (cost driven).  
	 Period of exclusive use by the original participants
	 Non-exclusive licenses to others
	 Rebates to the original participants
	Advantage:
	 Lower acquisition costs 

	Disadvantages:
	 Participants must agree on details
	 Increased competition from loss of confidentiality 





	Proprietary Group Shoot Agreements
	 Focus on:
	− Ownership of the data
	− Confidentiality of the data
	− Ability to sell, trade or license the data
	− Consent to sell, trade or license
	− Sharing of proceeds 


	Speculative Group Shoots
	 Focus on:
	− The period of exclusive use by the original participants
	− Quality of the data to be delivered and deadline for delivery of data


	Use Arrangements – License Agreement
	• Existing data
	• Permission to use
	• Could have been shot by geophysical contractor or e & p company
	• “Off  the  Shelf”
	• Library
	 Advantage: 
	 Lowest acquisition costs
	 Disadvantages:
	 Lack of control of data shot
	 Lack of ownership
	 Increased competition
	 Restriction on use of data




	Seismic Use Agreements (Proprietary Data):
	− Data Owner allows another party (“Data User”) to review its proprietary seismic data
	− Data User develops drillable prospects
	− Data Owner may elect to participate in the well or reserve an overriding royalty convertible at payout to a working interest


	The Master Geophysical Services Contract
	The Focus:
	Allocation of liability and indemnity between the e & p company  and the geophysical contractor 


	Third Party Claims
	  Trespass Claims 
	  Claims for Surface Damages

	Trespass Claims
	General Rule: The e & p company is responsible unless:
	• Geophysical contractor obligated to acquire access rights and fails to do so; or
	• Geophysical contractor fails to comply with the conditions of the permit regardless of who acquires the permit.

	Trespass Claims – Seismic Vibrations
	Seismic vibrations without physical entry on the property may be sufficient to support claim of trespass.

	Claims for Surface Damages
	General Rule:
	The owner or lessee of the mineral estate can use as much of the surface as is reasonably necessary to conduct exploration activities which include seismic activities. 
	General Rule:
	As between the e & p company and the geophysical contractor, typically the e & p company is responsible unless the geophysical contractor is negligent.

	Seismic Licenses – Sale, Disclosure Issues
	Licensee may use the data only for its internal use and may not show, sell, trade, dispose of, or otherwise make the data available to other parties.  

	Seismic Licenses – Disclosure Issues
	 Authorized Disclosure Rights:
	− Consultants (Onsite)
	− Processing Contractors
	− Storage Contractors
	− Related Entities
	− Government Agencies


	Seismic Licenses – Permissive Disclosures
	 Authorized Show Rights:
	− Potential Partners
	− Potential Acquirers
	− Partners (Varies by Data Owner)


	Seismic Licenses – Prohibited Disclosures
	 Prohibited Disclosures:
	− Internet Disclosures
	− Providing Copies to Third Parties
	− Interpretations by a Third Party (except consultants) 


	Seismic Licenses-Disclosure Rights
	 General Rules Regarding Data Show Rights:
	− Confidentiality Agreement In Place
	− Area Restricted To Area Subject to Negotiations
	− Data Ownership Notices Clearly Displayed 


	Seismic Licenses -Review
	Licensed Data May NOT Be Provided To A Third Party Who Has A License To The Data 

	Data in Commercial Transactions
	 Specify Rights to the Data
	− Joint Ownership
	− Total Ownership
	− License to use 

	 Joint Ownership
	− Ownership Interest
	− Sale and Trade Rights
	− Duty to account (split proceeds, request permission etc.)

	 Ownership
	− Retain License to use

	 License to use
	− Specify license terms & conditions (include form of license, avoid simply indicating there is a license to use)


	Protecting Seismic Data
	Three Important Myths
	• “There ain’t no IP in these kind of agreements”
	• “OilCo does not want to have any IP”
	• “OilCo has blanket confidentiality agreements with every major contractor”

	Protecting Seismic Data
	• Intellectual Property Rights do apply
	• What IP Rights (IPR) can apply?
	− Trade Secrets (i.e., confidentiality)
	− Patents
	− Copyrights
	− Trademarks


	What IP Rights can apply?
	• First, the rights that rarely apply:
	− Patents
	 The method of acquiring or processing seismic data could be covered by a patent.
	 Owner has the exclusive right to make, sell, import, offer to sell and use the patented invention ---the “process or method”

	 General Rule: no express or implied license.



	Rights of a Patent Owner
	• Exclusive Rights to:
	− Make,
	− Sell/lease
	− Use
	− Import
	− Offer to Sell


	Patent Right Situations
	• Patent owner has exclusive right to make, sell, offer to sell, import and use the patented invention.
	• Contractual indemnification language is very important.
	• The indemnitor has to have the financial wherewithal to fulfill contractual obligations.
	• IP rights that rarely apply:
	− Trademark
	 A word or symbol that indicated the origin of the product or service.
	 Preferably, it is arbitrary and not descriptive

	 General Rule: a Trademark is a “proper adjective” and is inserted in front of a noun:
	 “Big Mac® sandwich”
	 “Ultimate® gasoline”
	 “AM/PM® convenience store”



	• One Very Important IP Right
	− Copyright
	 An original work of authorship that is fixed in tangible form.
	 Registration is not required
	 Exclusive right to make copies, summaries, abstracts, distribute, perform, display, etc. etc.

	 Marking: © 2008 OilCo America
	 What is copyrightable:
	 Raw recorded seismic data
	 Processed data  --preprocessing, post processing




	Issues of Copyright Law in Seismic Contracts 
	• Do not agree to return any data processed by OilCo
	− Return only what they gave to OilCo 

	• Processed data is a “derivative work” and ordinarily the owner of the raw data has the exclusive right to do that.
	− Get the right to make copies etc.
	− Do not grant any right to the owner to anything OilCo created.

	• Ordinarily, a copyright license is not assignable
	− Get the right to assign to successors of OilCo’s interest
	 The Arco/ Phillips Alaska “Experience”


	•  Do not agree that the licensed data is copyrightable 
	− If not copyrightable, then federal jurisdiction may be lost


	One last copyright concept…
	• “Work for Hire”
	− A re-occurring problem

	• Just because you pay for work of authorship to be created, it does not mean you own the Copyright!!!
	− General Rule: 
	In the absence of an written agreement, the “author” owns the copyright and has the exclusive right to license the work
	Have the copyright assigned to OilCo 


	Trade Secret Protection
	Confidentiality is Key 

	Requirements of a Trade Secret
	• Business value
	• Maintained as a “secret” by the owner
	• Not a matter of “public” knowledge.
	• Do not admit that the information is a trade secret.
	• Do not admit the information is valuable.
	• Do not admit that any damage could not be cured by money damages
	** They are trying to get OilCo to accept an injunction**

	• Reserve and do not waive any rights by OilCo to contest if there is a trade secret

	Trade Secret Protection
	Even where no contract exists, the owner of confidential information can be protected 
	if a confidential relationship exists.
	WARNING:  Can be implied !!!!
	As long as the information remains secret, trade secret protection lasts forever.
	Owner’s big risk:  independent development
	Secrecy does not need to be absolute. 
	It may be disclosed pursuant to a confidential relationship.
	A former employee is free to use general knowledge, skills and experience gained during prior employment. 
	The Inevitable Disclosure Doctrine:
	A s s u m p t I o n :
	“An employee cannot prevent knowledge of a former employer’s trade secrets from being used in his or her work, if assigned to perform a similar task.”
	Conclusion
	Questions and Discussion




