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SUMMARY

The court affirmed summary judgment awarding defendants specified percentages of oil and gas
royalties under a 1932 royalty agreement. It held that the additional payment provision was a condition
subsequent and that equitable relief was appropriate to avoid forfeiture because defendants were
unaware of their rights and the amount subject to forfeiture was grossly disproportionate to the

required payment.
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QUESTIONS PRESENTED



1. Whether the additional payment provision in the 1932 royalty agreement was a condition precedent or a

condition subsequent.

2. Whether equity should relieve defendants from forfeiture of their vested oil and gas royalty interests

because they were unaware of their rights and the forfeiture was disproportionate to the amount owed.

HOLDINGS

1. The additional payment provision was a condition subsequent because the royalty rights vested when the
land began producing oil or gas at the specified rate, and the payment was required afterward to preserve

those rights.

2. Equity should intervene to prevent forfeiture of defendants' royalty interests because defendants were
unaware of their rights and the approximately $121,000 forfeiture was grossly disproportionate to the

approximately $410 payment required under the agreement.

KEY QUOTATIONS

“There is a wide distinction between a condition precedent, where no title has vested and none is to vest until

the condition is performed, and a condition subsequent, operating by way of a defeasance.” (1487)
“Thus, equitable relief will not “ordinarily be given where the breach is of a condition precedent”” (1487)
“equity abhors forfeitures” (1487)

“a court of equity will interpose its power to relieve against forfeitures for a breach of a condition subsequent

caused by unavoidable accident, [or] by fraud, surprise or ignorance” (1488)

FACTUAL BACKGROUND

Under a 1932 oil and gas royalty sale, the plaintiff's predecessors assigned the original grantees one-half of the
oil and gas royalties from a parcel in Steuben County. The agreement required the grantees or their successors to
make an additional payment per acre when production reached a specified level to preserve their royalty rights.
Production reached that level in September 2006, but the successors were unaware of their rights until after the
plaintiff gave notice of forfeiture in January 2007 and commenced the action. The additional payment owed was

approximately $410, while the plaintiff sought forfeiture of approximately $121,000 in royalties.

PROCEDURAL HISTORY

Supreme Court, Steuben County, granted defendants' cross motions for summary judgment and determined that
defendants were entitled to specified percentages of royalties held in escrow. Plaintiff appealed, and the

Appellate Division unanimously affirmed without costs.

DISPOSITION

affirmed
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