
BEFORE THE OIL CONSERVATION COMMISSION OF 

THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
JAMES D. HANCOCK AND CO., LTD., FOR 
AN ORDER REQUIRING RATABLE TAKE OF 
GAS IN THE WEST KUTZ-PICTURED CLIFFS 
POOL, SAN JUAN COUNTY, NEW MEXICO, OR 
FOR PRORATION OF GAS PRODUCTION IN 
SAID POOL 

APPLICATION FOR REHEARING 

TO THE OIL CONSERVATION COMMISSION OF THE STATE OF NEW MEXICO: 

Nov cones Stanolind Oil and Gas Company and moves the Oil Conservation Conmis­
sion for a rehearing of Case No. 696 for the following reasons: 

1. On the 31st day of December, 195̂ , the Commission entered its Order No. 
R-566 in said case, vhieh order is dated December 23, 195U, and this application 
ls made within twenty days from and after the date said order was entered in the 
records of the Commission. 

2. Said Order No. R-566 establishes certain rules and procedures for the al­
location of gas among the proration units in the West Kutz-Pictured Cliffs Gas 
Pool, San Juan County, New Mexico. 

3. Rule 6(A) of said Order No. R-566 provides in substance that a standard 
gas proration unit in said Pool shall be approximately l6o acres and that a non­
standard proration unit may be formed after notice and hearing by the Conmission 
or under the provisions of paragraph (B) of said Rule 6. The rule further provides 
that allowable production from any non-standard gas proration unit shall be In a 
ratio which the area of the non-standard unit bears to a standard proration unit 
of 160 acres. 

k. Movant would show the Commission that no evidence was offered by any party 
at any of the hearings of said case which showed, or tended to show, that the pro­
ration units in this Pool should be l60 acres; that, on the contrary, the only evi­
dence which was offered by any party on this question as to the size which the pro­
ration unit should be was the evidence of Stanolind Oil andGas Company and Benson 
and Montin to the effect that the proration units in this Pool should be approxi­
mately 320 acres; that under the state of the evidence in the record In this case, 
the standard gas proration unit should therefore be fixed at approximately 320 
acres. 

5. In the event, upon rehearing as herein requested, the Commission should 
determine that the standard proration unit should be l60 acres, then, and In such 
event, movant requests that the Commission amend its Rule 6(B) so as specifically 
to provide for non-standard proration units of a size greater than l6o acres, not 
to exceed 325 acres, without notice and hearing, following the identical procedures 
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as therein prescribed for non-standard units of less than 158 acres. 

WHEREFORE, Stanolind Oil and Gas Company prays that the Commission grant the 
rehearing herein requested for the reasons hereinabove stated and, upon rehearing, 
that standard proration units in the West Kutz-Pictured Cliffs Pool be fixed at 
approximately 320 acres or, in the alternative, that the administrative procedure 
provided for in said rules for non-standard units of less than 158 acres be allowed 
for non-standard units consisting of approximately 320 acres. 

Respectfully submitted, 

STANOLIND OIL AND GAS COMPANY 

James K. Smith 
P. 0. Box llHO 
Fort Worth, Texas 



Chambers of 
C. C. McCulloh 

Judge, Div. 3 

3[trBt Juntctal Jiisirtci (Court 

October 5, 1955 
Telephone F E 4 - 6151 

Mr* Jason W. Kellahin 
Attorney at Law 
54$ East 3an Francisco 
Santa Fe, New Mexico 

Re: Stanolind Oil and Gas Company vs. 
Oil Conservation Commission, et a l , 
No. 4909, San Juan County. 

Dear Jason: 

I am enclosing a copy of recusal in 
the above-entitled cause, in compliance with the 
request contained in your letter of September 
29, 1955, for the convenience of attorneys in the 
case, a l l of whom live in Santa Pe, and in order 
that Judge Carmody may hear the motions and try 
the case, thereby saving expense to the Court 
fund if San Juan County. 

With best personal regards. 

CCK:vf 
Encl. 

cc: Hon. David W. Carmody 
Mr. Oliver Seth 
Mr. Willard F. Kltts 

C. C. McCOLLOH 
District Judge 



September 29, 1955 

Hon. Clyde C. MeCulloh 
Diatriot Judge 
San Juan County Courthouse 
Artec, Hew Mexico 

Re: Stanolind Oil and 3as Company 
v. Oil Conservation Commission, et al.* 
No. 4909, San Juan County 

Dear Judge HcCulloh: 

X am representing Western Development Company of 
Delaware and Frontier Refining Company, defendants In the 
above captioned ease* 

Due to the fact that a l l of the attorneys involved 
in this matter are located in Santa Fe with the exception 
of Texas attorneys who are partieipating, X would like to 
request that this matter be set for hearing in Santa Fe 
rather than in as tee, as a matter of convenience • X an­
ticipate that there will be several motions filed in this 
case requiring legal argument, and I would certainly think 
a pre-trial conference essential before e final hearing 
and would request sueh conference. 

I discussed tbe matter of having the hearing in Santa 
Fe with Oliver Seth, attorney for the plaintiff, and 
Willard P. Kltts, attorney for defendant, Oil Conservation 
Commission, and with their approval contacted Judge Carmody 
in conn*ction with that proposal. Judge Carmody suggested 
that i f you were willing to recuse yourself, he would set 
the matter for hearing in Division 1, thereby avoiding 
either tbe necessity of the Santa Fe attorneys going to 
Aztec or your coming to Santa Fe for at least several 
bearings. 

If you are willing to do this, i t would certainly be 
appreciated, and X believe would result in a saving of time 
and money and would expedite a final disposition of the case. 

Yours very truly, 

JWK:lm 
cc: Mr. Oliver Seth 

Hr. Willard F . Kitts 
Jason W. Kellahin 



c 
September 19* 1955 

Mr. Ted Stockmar 
Frontier Refining Company 
Nile High Center 
Denver, Colorado 

Dear Mr. Stockwar: 

You have probably received notice by now of the suit 
brought by Stanolind Oil and Gas Company against the Oi l 
Conservation Commission seeking court review of Commission 
Order I o . R*£66 and subsequent orders entered in Case Ho. 
696. This i s the order which established proration in 
ths West Kutz-Pictured C l i f f s 3as Pool, San Juan County, 
New Mexico. 

As attorney for Western Development Company, suc­
cessor to James D. Hancock and Company> L t d , , I w i l l 
participate in this case in support of the Commission18 
order, and Willard F . Kitts and I w i l l be working closely 
together to defend the Commission's position. 

Stanolind has named Frontier Refining Company as 
defendant ln the case along with Western Development Com­
pany. Z would be happy to cooperate with you ln any way 
possible in defending the Commission's order. The chief 
object of attack by Stanolind i s tha 160-acre proration 
unit, their contention being that the Commission should 
have set the unit at 320 acres. I f we can present a 
united front, X think l t would be helpful and X would be 
glad to hear any suggestions you may have in this 
commotion. 

Yours very truly, 

JWK:lm 

eat Mr. Wlllard F . Kitts 

Jason W. Kellahin 



September 19, 1955 

Mr. William 0. .ebb 
Turner , V/hita, Atwood, McLane h Francis 
Merchantile Bank Building - 17th Floor 
Dallas 1, Texas 

Dear Hr. Webb.* 

You have probably received notice by now of the s u i t 
brought by otanoiiad Oil and Gas Company against tha O i l 
Conservation Commission seeking court review of Commission 
Order Ko, ri-5-66 and subsequent orders entered i r i Case No. 

This i s the order which established proration i n 
the West ICutz-Fiotured C l i f f s Gas Pool, San Juan County, 
New Mexico. 

As attorney for Western Development Company, suc­
cessor ta Jamas I>. Hancock and Company, Ltd., I * w i l l 
participate i n th i s case In support of the Coramission's 
order, and Wiliard F. K i t t s and I w i l l be working closely 
together to defend the Commission?s position. 

Stanolind has named New Mexico Western O i l and Gas 
Company as defendant i n the case along with Western Devel­
opment Company. I would be happy to cooperate with you 
i n any way possible i n defending the Coiamission's order. 
The chief object of attack by Stanolind ia the 160-acre 
proration u n i t , t h e i r contention being that tho Coralsaion 
should h*ve aet the unit at 320 acres. I f we can present 
a united f r o n t , I think i t would be helpf u l and I would 
be glad to hear any suggestions you may have i n th i s 
connection. 

Yours very t r u l y . 

JWK:lm 

cci Mr. Wiliard F . Kitts 

Jason W. Kellanin 



November 25, 1955 

Hon. David W. Carmody 
District Judge 
County Court House 
Santa Pe, New Mexico 

Res Stanolind Oil and Gas Company 
vs. New Mexico Oil Conservation Commissionj 
et al., No. !|909i San Juan County, 
New Mexico 

Dear Judge Carmody: 

I am enclosing a copy of a motion filed in behalf of 
Western Development Company and Frontier Refining Company 
in the above-captioned case. New Mexico Western Oil and 
Qas Company has also entered appearance and joined in this 
motion, a l l of the three above companies being defendants 
in the case. 

In this case, District Judge C. C. McCulloh has re­
cused himself, and I understand the matter is now before 
you. I would appreciate i t i f you could set this motion 
for hearing at some convenient date. A similar motion 
has been filed by the New Mexico Oil Conservation Commis­
sion, and Mr. Wiliard F. Kitts said that he would send you 
a copy of that motion. 

Due to the complex nature of this case, I believe 
that argument on these motions will take the better part 
of a day. 

Yours very truly s 

Jason W. Kellahin 
JWK:ln 
Encl. (1) 

cc; Mr. Wiliard F. Kitts*" 
Mr. Oliver Seth 
Mr. J. K. Smith 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA F E , NEW MEXICO 

February 3, 1955 

Mr. J. K. Smith, Attorney 
Stanolind Oil & Gas Company 
Box 1410 
FT. WORTH, TEXAS 

Dear Sir: RE: Rehearing in Case 696 

We attach a copy of the Cosed.ssion's Order R-566-B granting 
your company's application fer rehearing in Case 696. This 
will be advertised for March 17, 1955 (the day after the 
regular March hearing). 

Very truly yours, 

W. B. Macey 
Secretary-Director 

WBM:nr 

cc: Mr. Jason Kellahin, Attorney 
Box 361 
Santa Fe, N M 
(For J. D. Hancock, jr.) 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA FE, NEW MEXICO 

April 26, 1955 

Kr. Ted Stoctaoar 
Frontier Refining Company 
Mile High Center 
DENVER COLORADO 

Dear Sir: 

We enclose a copy of Stanolind Oil St Gas Company's 
application for rehearing in Case 696. The case 
has been continued to May 3, and testimony will be 
presented on that date. 

I will appreciate your returning this copy at your 
convenience, as i t is a Dart of our case file* 

Very truly yours, 

W. B. Maoey 

W'BMrnr 

Encl. 
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OIL CONSERVATION COMMISSION 

MR TED STOCKMAR 
FRONTIER REFINING CGKPANT 
MILE HIGH CENTER 
DENVER COLO 

APRIL 29 1955 

FOR TOUR INFORMATION HEARING IN CASE 696 SCHEDULED FOR MAT 3 

WILL BE CONTINUED UNTIL MAT 19 DUE TO INABILITY OF COMMISSIONER'S 

TO BE PRESENT NEXT WEEK 

W B MACET OIL CONSERVATION COMMISSION 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA FE, NEW MEXICO 

January 20, 1955 

Miss Ada Dearnley 
605 Sims Building 
ALBUQUERQUE H If 

Dear Ada: 

Here ia the July U, 1954, transcript ii* Case 6 ^ j * i c h 
we discusssed on the telephone today. Ther copy" should be 
sent, along with the invoice, to: 

Mr. R. 0. Hilts 
Stanolind Oil and Gas Company 
Box UIO 
PORT WORTH, TEXAS 

As soon as the girls have finished copying i t , I would ap­
preciate your sailing our copy back, as we will probably have 
others wanting to look at i t prior to the rehearing, i f granted. 

Thanks very auch for taking care of thia. 

Sincerely, 

Nancy Royal 



OIL CONSERVATION COMMISSION 
P. O. B O X 8 7 1 

SANTA F E , NEW MEXICO 

March 8, 1955 

Mr. William G. Webb 
Turner, At wood, White, McLane & Francis 
17th Floor, Mercantile Bank Bldg. 
DALLAS, TEXAS 

Dear Bill: 

Here are the order and the application in Case 696 in­
volving Stanolind'a request for rehearing in the West Kutz-
Pictured Cliffs Gas Pool case. 

Sincerely, 

WBM:nr 
W. B. Kacey 



October 20, 1856 

J i l l i a a o, w«bb, E8*. 
Turner, -hite, 'twood, 
' cLane and Francit 
Attorneys at Law 

:ear r . e bb : 

4*«09, Ban t7u*S count? ' 

At the surest;*on of > 
X &n sending you a COOT ^ ft. 8 2? " " e ^ a M n , 
prepared and f i led o?l>c L r T h a v « 

- ^ r . ileHahir â d ? » f ^ b J V e * l c o 

h**py i f you tod your cUen^ b * 
case. ' w c j -icnt join us In this 

Very truly yours, 

F , Kitts 
*FKilh 

ILLEGIBLE 



T U R N E R , W H I T E , A T W O O D , M 5 L A N E AND F R A N C I S 

A T T O R N E Y S A N D C O U N S E L O R S AT LAW 

7 ^ F L O O R M E R C A N T I L E B A N K B U I L D I N G 

D A L L A S I .TEXAS 

March 9, 1955 
J U L I A N M M E E R 

T R E V O R R E E S - J O N E S 

H A R R Y S W E L C H 

" H O S . R - H A R T N E T T I H 

H . L h l T C H I N 5 , J R . 

W I L L I A M L . M z I N E R N E Y 

W I L L I A M G W E B B 

L E W I S C H A N D L E R 

S N O V / O E N M . L . E F T W I C H . ^ R . 

W I L L I A M C - H E R N O C N . J R -

T H O M A S B M P E L R O Y 

-J G L E N N T U R N E R 

W . D . W H I T E 

^ F L IX A T W O O D 

A L F R E D E M S L A N E 

E D W A R D L F R A N C I S 

J A M E S B . F R A N C I S 

Mr. W. B. Macey 
Secretary & Director 
New Mexico Oil Conservation Commission 
P. 0. Box 871 
Santa Pe, New Mexico 

Re: Case Number 696 

Dear B i l l : 

This w i l l acknowledge receipt of your l e t t e r dated 
March 8, 1955 enclosing a copy of Stanolind's application for 
rehearing i n the captioned case and the order of the Commission 
granting the same. We wish to thank you f o r your courtesy i n 
forwarding these instruments to us and, with best wishes, I am 

Yours very t r u l y , 

William G. Webb 

WGWimch 



/ 
E. F. C E S I N G E R 

G E O L O G I S T 

1315 PACIFIC 

DALLAS, TEXAS 

MAY 13, 1955 

MR. W. B. MACEY 
SECRETARY AND DIRECTOR 
NEW MEXICO OIL CONSERVATION COMMISSION 
SANTA FE, NEW MEXICO 

DEAR SIR: 

AS ONE OF THE OPERATORS WHO WOULD BE AFFECTED BY 

THE HEARING WHICH STANOLIND HAS SCHEDULED BEFORE YOU ON THE 

I9TH OF MAY, REGARDING THE ATTEMPT TO SCHEDULE 320 ACRE 
PRORATION UNITS INSTEAD OF THE PRESENT |60 ACRE UNIT FOR 
THE PICTURED CLIFFS PRODUCTION IN THE WEST KUTZ FIELD, THIS 
IS TO ADVISE YOU THAT WE HAVE NO OBJECTION TO THIS RULING 

AND CONCUR WITH STANOLIND THAT A 320 ACRE UNIT WILL AMPLY 
DRAIN THE AREA. 

RESPECTFULLY YOURS, 

E. F. CESINGER 

EFC/LM 



BROOKHAVEN OIL COMPANY 
FIRST N A T I O N A L B A N K B U I L D I N G 

( M A I L ) P. O . BOX 6 4 4 

A1U uerc j t ie , N e w A l e x i c o 

PHONE 7 - 8 8 5 3 TELETYPE A Q - 9 6 

May 18, 195$, 

O i l Conservation Commission of the State of New Mexico 
The Capitol 
Santa Fe, New Mexico 

SUBJECT: REHEARING OF CASE NO. 696, MAY 19, 1955 
(Rehearing i n Case 696 was postponed from a 
special date of May 3, 195$, and w i l l be heart 
at 9 AJ!. May 19, 1955, Mabry Hall, State Capitol, 
Santa Fe, New Mexico. (The rehearing was granted 
upon request of Stanolind Oil and Gas Company; i a 
the case as originally heard, J. D. Hancock, Jr., 
sought an order requiring ratable take or proration 
of gas production i n the West Kutz-Pictured C l i f f s 
Pool, San Juan County, New Mexico.) 

Dear Mr. Chairman: 

The following statement by the Brookhaven Oil Company is 
respectfully submitted as follows: 

CHRONOLOGICAL REFERENCES AND HISTORY OF WELL SPACING AND PRORATION 
WEST KUTZ-PICTURED CLIFFS GAS POOL, SAN JUAN COUNTY, NEW MEXICO 

1. Originally Benson-^lontin, Operators of the Gallegos 
Canyon Unit of the West Kuts-Pictured C l i f f s Gas Pool 
were granted by temporary Order R-172, Case No. 377 
in June 1952, permission to d r i l l wells within the 
Gallegos Canyon Unit on 320 acre spacing even though 
the south half of the West Kuts-Pictured C l i f f s Gas Pool 
had been drilled on 160 acre spacing. Under date of 
December 17, 1953, after hearings i n which statements 
and verbal testimony was taken, your Commission rescinded 
the original temporary Order R-172 and issued Order R-172-E 
in the same Case No. 377, stating that the Gallegos Canyon 
Unit would be developed on 160 acre spacing pattern* 

In the second phase of this Case No. 377, after the O i l 
Conservation Commission required Benson-Montin to appear 
to show cause why 160 acre spacing pattern should not be 
instituted for Pictured C l i f f s wells i n the Gallegos 
Canyon Unit, San Juan County, to supersede the temporary 
320 acre spacing earlier granted, the Brookhaven Oil Company 
advocated 160 acre spacing, and they do now, i n oppositiom 
to BensonH^ontin's request for 320 acre spacing. 



O i l Conservation Commission of the State of New Mexico 
May 18, 195$. 
Page 2. 

1. (Continued) 

The testimony, both written and verbal, which formed the 
base for the rescinding of original temporary Order R-172 
and issuance of new Order R-172H3, showed the following: 

(a) The West Kutz-Pictured Cliffs Gas Pool, which 
includes the Gallegos Canyon Unit on the north 
and independent operators' wells on the south, 
is a common source of supply and initially had 
the same bottom hole pressure. 

(b) The bottom hole pressures on the south end of the 
pool were, and i t is supposed s t i l l remain, less 
than the corresponding pressures on the north end 
of the pool in the Gallegos Canyon Unit. Therefore, 
drainage of gas from the north end of the pool to 
the south end of the pool is proven because i t has 
been proven that the common reservoir has sufficient 
porosity and permeability and pressure to drain from 
one well or group of wells to another well or group 
of wells. (In a gas pool the decline in pressure is 
directly proportional to the amount of gas produced.) 

(c) A great many more wells have been drilled and more 
gas has been produced from the south end of the pool 
than from the north end of the pool (Gallegos Canyon 
Unit). 

(d) Wells drilled on lbO acre spacing are economical and 
profitable. 

(e) The primary requisite of proration and conservatiom 
and the protection of correlative rights is that eae 
common source of supply must be drilled on the same 
spacing pattern* I f in addition to that primary 
requisite wells are prorated by formula based om 
capacity (the present proration formula is adequate), 
that is an additional matter, but the spacing of 
wells must remain the same in a common source of supply. 

As mentioned above, the Oil Conservation Cemmissiom 
agreed with these premises and issued Order R-172-6 stating 
that the Gallegos Canyon Unit would be developed om 160 acre 
spacing pattern. 

2. Following the above Order R-172-* of December 17, 1953, and 
under date of March 5, 19$3, Benson-44ontin, as Operators of 
the Gallegos Canyon Unit and lessees under a Farmout Agreement 
from Stanolind Oil and Gas Company, the two being majority owners 
of acreage in the Gallegos Canyon Unit, forced other unit 
participants to take into the Unit along the southern border of 
the Unit acreage belonging to Benson-Montin which had been drilled 



Oil Conservation Conmission of the State of New Mexico 
May 18, 1955. 
Page 3«. 

2. (Continued) 

on a pattern of 160 acres per weil. The undersigned company 
opposed this expansion. I refer you to the undersigned's 
letter to Benson-Montin, Unit Operator, as of March 13, 1953, 
copy of which was sent to you* Because of the majority acreage 
and thus the majority voting power residing in Benson-Montin 
and Stanolind Oil and Gas Company, the proposed expansion was 
carried out and Benson-Montin was reimbursed for a l l their 
expenses on both the commercial and non-commercial wells. 

3o Stanolind Oil and Gas has now become Operator of the Gallegos 
Canyoa Unit, Benson-Montin having resigned. Stanolind Oil 
and Gas Company and Benson-Montin remain with the maj ority 
of voting power in the Unit and the majority of the acreage. 

Uo Now comes Stanolind Oil and Gas Company asking for a rehearing 
in Case 696 wherein Orders R-566 and R-566-A of December 23, 195u, 
were rendered by the Oil Conservation Commission after hearing 
and other testimony. This case was originally heard on the 
application of J . D. Hancock, Jr. pleading ratable take or 
proration of gas production in the West Kutz-Pictured Cliffs 
Gas Pool, San Juan County, New Mexico. The above orders grantimg 
proration of gas production in this pool put into effect proration 
for this pool under the same general proration formula as was 
ordered for other Pictured Cliffs gas pools in the San Juan Basin, 
New Mexico* In a l l of these orders the spacing pattern for 
Pictured Cliffs wells is 160 acres per well, 

RECOMMENDATIONS: 

A. That the following orders remain in effect: 

Order R-l'72-B (Case 372) 
Orders R-566 and R-566A (Case 696) 

B. That no exceptions to the proration orders, including spacing 
pattern per well, be made in the West Kutz-Pictured Cliffs 
Gas Pool as against similar orders for other Pictured Cliffs 
Gas Poolse I t would be definitely unsound and contrary te 
conservation measures and correlative rights for one-half of 
a common pool to be drilled on one spacing pattern and the 
other half on another spacing pattern. I f this were by any chance 
permitted by your Commission, the only equitable measure to this 
non-uniform spacing would be that the wells drilled en 160 acre 
spacing would be prorated under the present proration formula 
to 5Q6 of the wells drilled on 320 acre spacing* 



Oil Conservation Commission of the State of New Mexico 
May 18, 1955. 
Page 4. 

Respectfully submitted at hearing of the above case May 19, 1955, 
Mabry Hall, State Capitol, Santa Fe, New Mexico, 

BROOKHAVEN OIL COMPANY 

Thos, B. Scott, J r . 
President TBStms 



C L A S S or S G S V I C E 
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|W B' MACEY*" ~ \ 1 U ^ l > 
:NEW MEXICO OIL CONSERVATION COMMISSION SANTA FE NMEX* 

AZTEC OIL & GAS COMPANY CONCURS IN PETITION OF STANOLIND 

OIL XND GAS COMPANY IN CASE 636?: WE BELIEVE THAT THE 

160 ACRE SPACING AND GAS PRORATION UNIT FOR THE WEST 

K8TZ FIELD WILL REQUIRE THE DRILLING OF ^NNICESSARY 

WILLS AND URGE THE COMMISSION TO GIVE DUE gONS^DERATTON 

TO THE PROPOSED 320 ACRE SPACING AND PRORATION UNIT* 

•AZTEC OTL & GAS CO QUTLMAN B DAVTS GENERAL ATTORNEY: 

^ " " " » » » ! W I L L APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE 



O I L CONSERVATION COMMISSION 

P. O. BOX 871 

SANTA PE, NEW MEXICO 

August 24, 1955 

i i J • Ki • iv • S o l v i t T-

otanolind Oil & Gas Company 
Oil Sc Gas Building 
Ft. Worth, Texas 

Dear Sir: 

;-2 enclose a copy of Order R-566-C issued August 17, 1955» 
by the Oil Conservation Commission in Case 696, which waa heard 
at the May 19th hearing. 

Very tru l y yours, 

V/BK:brp 
inclosure 

;. B. Macey 
Secretary - Director 



OFL C O N S E R V A T I O N COMMISSION 

P. O. BOX 871 

SANTA F E . NEW MEXICO 

August 24, 1955 

Mr. Jason W. Kellahin 
P.O. Box 597 
Santa Fe, New Mexico 

Dear Sir: 

In behalf of your client, Jasnes D. Hancock & Company, Ltd., 
we enclose a copy of Order R-566-C issued in Case 696 and dated 
August 1?, 1955. 

Very truly yours. 

W. B. Macey 
Secretary - Director 

WBM:brp 
Enclosure 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA F E , NEW MEXICO 

March 3 t 1955 

Mr. J. K. Ssdth, Attorney 
Stanolind Oil It Gas Company 
Box UIO 

FORT WORTH, TEXAS 

Dear Sirs 
Reference is mads to your letter of February 28 per­
taining to the continuation of Case 696, which has been 
readvertised for hearing on March 17* 

The CoasmisBion believes that i t is impossible for us to 
issue an order continuing the case until some time in April, 
in view of the fact that the case has already been readvertised 
on the basis of the order granting the rehearing. Tou may 
be assured that this Coasalssion will not take any testimony, 
in view of the agreement between the interested parties, 
said agreement pertaining to the continuation of the case 
until some time in April. The date of continuance will, in 
all probability, be April 21. 

fours very truly, 

*vBK:nr W. B. Macey, Secretary-Director 

cc: Mr. Jason Kellahin 
Box 361 
SANTA FE 



OIL CONSERVATION COMMISSION 
P. O. B O X 8 7 1 

SANTA F E , NEW MEXICO 

f'ftl January U , 1955 

Mr. J . K. Smith 
Stanolind Oil and Gas Company 
Box UIO 
Ft. Worth, Texas 

Mr. Albert K. Greer 
Sanson-Montin-Greer Drilling Corp. 
315-1/2 Vast Main Street 
Farmington, K- ft. 

U j Gentlemen J 

I am sending you herewith printed copiet^taf-J^eire ji-566 
and R-566-A issued by this Omission ih Case 696> in wtoich 
your companies presented Joint tastxaszij I t the .July L i , 1954. 
hearing. 

fery truly yours, 

WBHsnr 

W. B. Macey 
Secretary - Director 



FORM 1020 I -SI 

STANOLIND OIL AND GAS COMPANY 

Mr. W. B. Macey 
Secretary and Director 
Oil Conservation Commission 
P. 0. Box 871 
Santa Fe, Nev Mexico 

Dear Mr. Macey: 

Please find enclosed the original and two copies of 
Stanolind Oil and Gas Company's Application for Rehearing 
in Case No. 696, which you will please file for considera­
tion hy the Oil Conservation Commission. 

This Application for Rehearing is filed within twenty 
days after the entry of Order No. R-566, which we are advised 
was entered on December 31, I95U. 

Will you please advise us whether or not this Applica­
tion is granted or refused? 

O I L A N D G A S B U I L D I N G 

FORT WORTH, TEXAS 
JAMES K. SMITH 

DIVISION ATTORNEY January 19, 1955 

141 ^.-j ^ ^ \j i ^ i i ^ 

Re: Case No. 696^ 

JRT: cb 
Encs.3 



Form J02 2- JS 

STANOLIND OIL AND GAS GOMPANY 
O I L A N D GAS B U I L D I N G 

FORT WORTH, TEXAS 

•' February 28, 1955 

File: RGH-U098-986.510.1 

Subject: Rehearing i n Case 696 Relative 
to the Proration of Gas i n the 
West Kutz Pictured Cliff s Gas 
Pool, San Juan County, 
Nev Mexico 

New Mexico Oil Conservation Commission 
P. 0. Box 871 
oanta Fe, New Mexico 

Attention; Mr. W. B. Macey 

Gentlemen: 

By i t s Order No. R-566-B, dated January 31, 1955> the Commission 
granted Stanolind's motion for rehearing on Order No. R-566, relative to 
the proration of gas in the West Kutz Pictured Cliffs Gas Pool, San Juan 
County, New Mexico. I t was ordered that this matter be re-opened and a 
rehearing held on March 17, 1955, at Santa Fe. 

Subsequent to the issuance of the above referenced order relative 
to the rehearing, Mr. Macey contacted representatives of Stanolind and 
J. D. Hancock, Jr., for the purpose of reaching an understanding as to 
further postponement of this rehearing to the regular monthly statewide 
proration hearing which w i l l be held on April 20, 1955- This i s to confirm 
our understanding that the Commission, on i t s own motion, w i l l order 
that this matter be continued u n t i l April 2C, 1955, and that i t w i l l not 
be necessary for the affected parties to appear at the rehearing o r i g i ­
nally scheduled for March 17, 1955* Since the March 17 date i s on the 
day following the regular monthly proration hearing for March, we assume 
that the Commission w i l l issue the appropriate order postponing the matter 
unti l the specified date i n April. 

Yours very^truly, 

RGH:cp 

cc: Mr. Jason Kellahin, Attorney 
P. 0. Box 361 
Santa Fe, New Mexico 
(For J . D. Hancock, J r . ) 

J/YX "SMITH 
/ /Division Attorney 



BEFORE THE OIL CONSERVATION COMMISSION 

OF TES STATE OF NEW MEXICO 

IK THE MATTER OF THS APPLICATION 
OF J. D. HANCOCK, JR., FOR AL 
ORDER REQUIRING RATABLE TAx_b OF 
GAS IK THE .-/EST KUTZ PIC TUBED CLIFFS 
POOL, SAK JUAN COUNTY, LEW luEXICO, 
OR FOR PRORATIONING OF GAS PRODUCTION 
IK SAID POOL. 

PETITION 

To the Oil Conservation Commission of Nev/ Mexico: 

Comes now J. D. Hancock, Jr., 1524 F i d e l i t y Union L i f e 

Building, Dallas, Texas, and petitions the Commission fo r an 

order requiring ratable take of gas from wells producing from 

the Pictured C l i f f s formation i n the West Kutz Pictured C l i f f s 

Pool, San Juan County, New Mexico, as defined by the Commission, 

or, i n the a l t e r n a t i v e , to enter i t s order prorating the pro­

duction of gas from said pool, and i n support thereof would show: 

1. That Petitioner i s the operator of numerous gas wells 

located i n the T.7est Kutz Pictured C l i f f s Pool, San Juan County, 

New Iiexico. 

2. That Petitioner's wells are connected to the Southern 

Union Gas Company's gathering and transmission l i n e s . 

3. That the operator's wells o f f s e t t i n g those of P e t i t i o n ­

er are connected to the gathering and transmission lines of 

El Paso Natural Gas Company. 

4. That the Southern Union Gas Company operates i t s gath­

ering and transmission lines at a pressure greatly exceeding that 

of SI Paso Natural Gas Company's l i n e s . 

5. That, as a result of this pressure d i f f e r e n t i a l , wells 

of operator's o f f s e t t i n g those of Petitioner have produced large 

quantities of gas, whereas production of gas from Petitioner's 



wells have been greatly c u r t a i l e d , to Petitioner's detriment 

and damage. 

6. That Petitioner has not been, and i s not being allowed 

to use his f a i r and equitable share of the reservoir energy and 

i s being denied the opportunity to produce his just and equit­

able share of the gas i n the pool. 

Wherefore Petitioner requests that the Commission, a f t e r 

notice and hearing, as required hy law, enter i t s order enforc­

ing ratable take of gas from a l l gas wells i n the West Kutz 

Pictured C l i f f s Gas Pool, San Juan County, New Mexico, or i n 

the alternative, prorate gas production i n said pool. 

Respectfully submitted, 

J. D. Hancock, Jr. 

Jason V/. Kellahin 
Laughlin Building 
Santa Fe, New Mexico 



O I L C O N S E R V A T I O N COMMISSION 
P. O. BOX 871 

SANTA FE, NEW MEXICO 

Hay 20, 1954 

Mr. Ben Howell, Attorney 
Bassett Tower 
SI Paso, Texas 

Dear Mr. Howell: pit XC Case 696 

We have today banded to the Santa Fe Blue Printing Company 
for photostat the exhibits in Case 696, which was heard by 
the Commission yesterday. 

They are being instructed to mail one copy each te the fol­
lowing, along with invoice to each individual: 

1 - Hr. Ben Howell 
Jones, Hardie, Grambling & Howell 
Baasett Tower 
El Paso, Texas 

1 - Mr. J. S. Stricklin 
El Paso Natural Qas Company 
Farmington, New Mexico 

1 - Mr. A. S. Grenier 
Southern Union Qas Company 
Burt Building 
Dallas, Texas 

Sincerely, 

RRS:nr Oil Conservation Commission 



O I L CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA F E , NEW MEXICO 

April 30, 1954 

Mr* Quilman Da via, Attorns? 
Southern union Oaa Company 
Burt Building 
DALLAS - TEXAS 

El Paso Natural Oas Company 
Attention) Mr* Ben Howell, Attorney 
Bassett Tower 
EL PASO - TEXAS 

Gentlemen: 

We hand you herewith each a oopy of the petition submitted 
by J. D. Hancock, jr. , the subject of which has been set 
for hearing before this Commission on May 19, 1954, as 
Case No. 696. 

Inasmuch as your companies figure in the petition, we felt 
that you would like to have a copy of the complete petition, 
rather than merely the notice of publication in the ease. 

Very truly yours, 

RRStnr 
H. R. Spurrier 
Seeretary - Director 
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CLASS OF SERVICE 

This is a full-rate 
Telegram or Cable­
gram unless its de­
ferred character is in­
dicated by a suitable 
symbol above or pre­
ceding the address. 

ESTERN 
UNION •«= 

W . P . M A R S H A L L , P R E S I D E N T 

SYMBOLS 

DL=Day Letter 

N L = N i g h t Letter 

L T = I n t ' I Letter Telegram 

V L T = I n t ' l Victory Ltr. 
S> r 

The filing time shown in the date line on telegrams and day letters is S T A N D A R D T I M K at point of origin. Time of receipt is S T A N D A R D T I M E at point of destination 

r D A 2 2 ° . 12>4 JUL ,2 AM II 06 
D»TYAU0 PD*TYLER TEX 12 1157AMC-

NEW MEXICO OIL & GAS BOARD* 

! .-SANTAFE NMEX= 

TN RE CASE NO 696, SET FOR JULY 14. APPLICATION OF J D 

HANCOCKJR? WEST KUTZ PICTURED CLIFFS POOL* SAN JUAN 

COUNTY NEW MEXV DELTA DRLG CO AS JOINT OPERATOR WITH 

BENSON3MONTIN CONCURS )N THE IR RECOMMENDATION 320 ACRE 

PRORATION UNITS WITH AN ALLOWABLE FORMULA OF J5% ACREAGE 

TIMES DELIVERABILITY PLUS 25% ACREAGES 

H C MATHENY DELTA DRILLING C0= 

696 U 320 75% 25%* ~ 
T H E C O M P A N Y W I L L A P P R E C I A T E S U G G E S T I O N S F R O M I T S P A T R O N R m v P V R v r \ r p . T-rsa a w o u - r r 



Legal Notice OCC Hearing 

Date: May 19 

Publication: 

CASE : 

n 
In the matter of the application of t t r J. D. Hancock, j r . , 

for an order requiring ratable take of gas i n the West Kutz-Pictured C l i f f s 

Pool, San Juan County, New Mexico, or fo r proration of gas production i n said 

. / this apftYfin^ti nnn 

pressure different ia ls in gathering and transmission lines, i t s wells are not 

permitted to u t i l i ze a f a i r share of of the gas reservoir energy in proportion to 

the amount u t i l ized by offset wells connected to another transporter,, 

pool; ( t h i s applirrHnn nariTj/n.g farni applicant's contention that, because of 
Si 
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M . . --̂ m̂  ' ™ i. .u ... -• L... 

is mi or wmmi*wimm ) 
cf gMRiar i<OH;fjOTJj-BJg PEELccwwaBf } 
TQB. 4J| dUJBH SKXBRDB V i B@RXX£MSfti_> ) 
LSfBES Of S B B&VX<44HBI OAUJ& t$£L S 

POOL ii iM jatm coom, wm umm, ) am m. iy& 
d0-«t£3tt tOLL MB lf£Qh&AtiRB_B } 

SAID FOOL* ) 

DM Aaaltratioa for ITiiDaavirm f&aA by the aaaUeaa*, sfc«U OIL 

Catajaay, an«o** ttwt thi* rv_nnrtaairtr errad ia mttmeia* €**ar Wo. it*ig6$-i 

ahiefc granted fartiooal kO-&Q acre w«U aaaslag aait ia the Siatl-4ow«r 

Gallup Oil Pool a* aa aaaagri&a* to tbu ata&avids 4d-«er« aaaeiag patt«_m» 

Various ground* aa a raala far H N tftval tdt ty of I&$M Gtraar arv ittrifflfatiitrill I s j 

the body af tbe Patltioa far et*aaarla«. floaavi', tha prayer raada aa thntajh 

Pstltiaaar had •harnlrwm ita aUagatiuoa aat forth In the Petition fur tfca 

relief aotajat i a the jntpar ia aatlraiy ferai_»» te and laooaalataat tilth the 

laauaa mdaad i a the PatiUce for Bahaarlag* Mtoraovar, the I'tayaatrrt affira* 

*t4vte r*l iar i f graatad voald aaeaaaarily &£ti&o, ia a l l raajpasrl* th* v^tildlty 

af tka Ordar ecaf&aiaa* af with the 593<Ufl<witlc«i t i»t FtUtiaaar** foartaaa 

4o-aer« tntla IM &vm a dot&ie aait aOJUaiaMc, 

w*» fully ajfraeiata that tha prayer of a patl ttoe or ai anting does 

ao% eoaatituta *ay part af the floaaiac aithar aadar coaaca. lav or cod* 

See 

ILLEGIBLE 
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"•Jbdar cod* plosdlag tb* prajrar liar Mfcls* is so 
part af taa sta*asaat af tb* aaase af wtton/ 

Sat, aaa eaaaot Usaly P*»« owar tat real objoetive t*s /Pstitiassr is ssskiaf 

te aeaaaplisa by tho iastaat rahaariag. It eaaaot sa seriously arguad aar 

did taa Patitloaar aat f ar th any fasts ia tt* P*UUoa ta sstitu It ta saaa 

reiief. Obviously their aataasss is tfcla raastflt is saaaasa tie objsttive 

ralisf is bsyoad taa poser af the CaawUsi on ta .sraot. 

mt%$m ,%|r^ *e .*» C^3) *«ao. 
tA&gfe rasas ia put: 

"tbe owssr af say tract that Is aaaUar than tha 
driUtas aait astsaliiaad far th* fiald, ateU aat 
bt -Isarivad af taa ri**t to drUl oa aad to arasaoa 
fraa saofe tract, i f «a* sajst asa bt «oat *itbost 
***** f»efc *—« *»* moasble igodaotlca 
froa sueh traet as <«aajarad witfr ibe alVfosgTliro-

oVs^i^r-

s& call taa Soaadssisa** sttaatioa to Om sajMrast rati objective of 

i^tiooer»s rahasriag bsesuse it sfcosM be strosgly poiatad u* btfor* diapos-

lag of taa aarits of tbe aUegsMoas coatsiaad ia tae body of tha Petition. 

As aUaead is the mitloa, a*U Oil Ooaas&y driUsd fourteen sails 

eacb ujpoe a 40-acre uait sndor ta« tbea esgatiag rule* aad rtsiil atlrwm of the 

CflaatssiaB aad by so doing mm claiae that Cfeds? So. 3.3.060-0 by grsntlog aa 

oBtjLosal kÔ Sd mm drilling uait and is «at*M4sb4a« a sfta^rtioaat* aait 

allowable for sa 8Q-«er* drlliias aait ia iavaiid, Petiti<je*r sUasas tb* 

stgyeet Ordar to be lsgrcper is the follosiag rasaacts: 

1. fas Order iM arbitrary, tairoasoasMs, sad disorislaatory assist 

Shall **© "is good faith" driilsd ttoa tab ŝst sails oa a ^O-aera daasltr» 

(ParaGraphs 1, 3, 3 sad k of ths Petition). 

a* Sbst tbe Order ta sot sis^srtad by fisting tbat aae sail wHl 

ILLEGIBLE 
-a-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

effie iaetiy aad acoaoatcally draia SO aerss. (Wmm&m&k 5 af Petition.}* 

3* fast -taa Ordar soaflseataa Fstitioasr** aUagad vastad yiopai ty 

right* ia vlalaUoc of tht eoaatitttUaasl Stat* aai Fsftnral aaa pros*** 

classes. (Farafraam 7 of Pstltioa). 

fbs Ordar lapalr* tb* obligation of oastrasts ia violation of 

the state aa& Federal aonsl&tatlosai provisions* (fszagrana S of Petition}. 

5. Ha* Ordar Is eo»*rary to OCC Sals 505 relatiag to the dapth 

factor ia tha *U«r«tiaa of production. (Psrsersph $ of otit ic*}. 

AM, last, 

6. that by raasoa <?f tbe sctioa aat ragrasaatstioas aaaa by ths 

Comtaalao te tha Petitioner prior to ths issuance of tha Ordar <man)»lnM 

of , th* C<aaiiss1,OB should sow be **taapaft froa astshUsaing sa dO-acre drill* 

ise u&lt with ths glv^a proportionate sllcwafeXe. 

2aeb of thos* contentions wHl be diseyasad Is tb« above ordar* 

However, Petltlcaer'a eosteBttOB as sat forth is lastijpasb 6 of tha Petition 

doss sot wnrrsat any srgnssnt aad l t v i l l bs raoallsf that Petitiooer itself 

did aot s«* f it to ar§*a thia cootentioo at tha re^ehsariag on Hsrch 13, 
i 

mm i* 

ABLE, AJ© Bt^XH^nfORr AS TO Ti© FEfmOfflB 

It will b* roeaUsd that ths ^IcaUeai by gaiarsy Mld-Coatissat 

Oil Coapany to establish ac 80-acre spacing aait 4a the M*ti-ijaw*r Salisp 

Oii Pool waa filed bsfor» thl* Cgsatisstoa oa jttagasi §» 1957 and ths baariag 

Uaerewa was held Sspfcasss? id-&9, 1957* A* of ths fiats of ths original 

bearing, Shell apparently bat no plans to drill say fcQ-ser* units for Use 

resnitider of ths year. Qa Pages 280~a&L of tsb» traaswlpt, thalr vifeaass, 

«ir* iteblson, statad is m*mr to a oaastios by Nr. f̂ rtb — balsams of 

..ILLEGIBLE 
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thia year ve law plaaaao and ots* iaadgwt approved m£ sells for the drilling 
i 

o f H5SSfc*£l2£ •^t losai wsJUs to addiMStt to the tiilrtgr-eev*! Hinted sn 

jcnifclt ahosa a* 13-b {referring to the driiiisg OB oa dOniares pattern), 

fm~ taa aest year under m-*tma spewing wa asm tentative pi snart la oar bad- j 

get aad incidentally ow basket Is sa a ealetsaar year oasis, ate. " Aad ia 

response to s ojuestloa ay fs*. Caaptxtll , oa Page Stint of tat traaseript, Hr. 

aoOisoa states « "To what laaaUder proven now, there would be eaotsjh 

Bo***!?*! sails for taa rssalader of 195? there wsald bs ivtaty-aJne sells to i 

keep as «oln« for the bslsaoe of tae i w the same as tae kQ$ out seat year 

there voaid ha sievea sai ls . 3 Mod oa ?age 28§a Mr. ©ooley asks *r* fiohisoa — 

-You ttstsd that 3hsll has sot doaasaoad say to-s«rs wells slsoa the filing 

of this Application. lioaM you as a positioB to stats whether they antic1-

pste laciiassui.liMi, say untii there is a final. $eet*loa in this oasef* Aad nr. 

5obl*on rapliaa — "I think that is rt#tt, that ve v iU defer, sa will lite to 

sad probably v i l l defer driuiag vatil there is a decision in this cass." 

At this point vs refer to the sssaessjes of correepoadenc* had between 

ahall sat other igfesrsstsd partlsa la ths Qarsas Unit Area shish sera intro­

duced at ths oral hearing ss »eajws3»s*** sJdsi&it* fix 1-20. ^ese Sggsits 

laaanatrate how fsiiy aware Shall asst have bees of she niMOTiajjriinn of their 

sets aai sotaan aad bow tbe interest** parUss pled with shall not to dswalop 

oa a so-sere aait* 

las legality of Shell's drilling of the twelve sells oa a SO-ssre 

pattern bsttssas Setoser % Hffl aad October IT* i95» is not saaettwird Sa view 

of th* exlsteae* of tbe statewide spaaing rale aad Order as. 3-10$, bat I t 

say be aasatiaasd whether tb* drilling of 4o-ser* vails prior to H a final 

aSfriatfflt ia tills ease* deaoostr&ted the ssarelss of ordinary sound jfrdflsowt • 

Shell adsltted at the blearing oa Marsh 13, ŝroaab Mr. Jtesissn, that l t j 

vas sell aware of the statutory provisions for rsassi tag aat vosld sot oas 

expset that they voala sot have aJbrsptiy sasjajst their avowed plans set to 
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dril l anysiore *0-*or* i.ocfttloop during tae 2K>-d*y psriei permitted far filing 

applications for rehearing ant tae 10-day period trtthto vhlcfe tlx ftaetissiogt 

aad tae right to rale m sneh applieatioea. After tfee application* for re­

hearing were filed aad sarsiy after the rehearing waa granted SatU aertstoiy 

aaat hare aaaa aware of the fmt that dg-sore speelag far the Bisti-

Lowar Gallup was st least vithin the reala of possibility, ffcat passlaillty 

existed until ths Caaadasion satarai ths ssbjeet order Sa. H-10^-a sad ths 

fast that sash <*ior was ss^ad surely d«sMstrat*« hov good the possibility 

vas. SheU'a change of plans aai their rapid av*el«rsiioa of doyeloping 

their propertiea apom a 4o-«cnt spacing patters suggests the thought that 

thsir actions ware flwttganfl to soeoapllsh ths vary result that ths? pleaded ia 

the Applisatioa for £attsariag - that tfea a^afAisasd drilling of sore %0-aerte 

losations eonld serve to atasnaas th* 0autda*&m to depart froa thsir ruling 

ia ths original hearing. 

I f Petitioner feels Order ao. g-a06SMB Sjdversely sffeets i t , i t is 

sasaase of their ova iosovlesgaesle actions I E ttte prsaises. w* farthsr 

sutaadt that ^ s l l is to so worse position new Ham i t sat before the graatiag 

of the ardor for i t is peraitted vadsr Sul* *>. R106>.S to do precisely tfest 

vhieh i t could do vaster tfc% stateside spsoiag rale, i t amy drill oas vail to 

sacs ef Its kQ~m#m and revive therefor one itO âere sllossMa. ***** t« 

eaawtly what fis&i has advocated ia this osase from th* beginning. 

itar is a%*U la a positiaa to say that I t had sot been apprlssd of 

the possibility that 3&-*ere ;xt*tit*se would be given twfco«aere allowables, 

this ia boras out by the ^responses** above refsrre^ to as Jtaspoo£eats* 

Saalbit ^ 1 - a aad, to last, the attorneys for f&eU at ths original hearing 

sesaad to be apsreheaslve of tsst very remit. Befsresjee is sass to the re-

aarKs by Mr* Cooley aad nt. Porter, Pages 3iO~3& of transcript; Mr. Seta** 

stttiwasal, Page 332| sad that of «r. Ken's, Fags 337. Wafer also to the 

iisffvaaioa at tbe first rehear lag, Pages 68-49 of transcript by «r. Qresier 

-LEGIBLE 
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aad m. SrlaKley; Ths reeosa*3«d&tioes aads by Slacialr, 

ll©1, aad ths statasamt of .Nr. L'sapbeU, Fagg «a& the 

Puttoa, Pago* 

tt f for tbe sage of surpass?!, we ware to neimt that £toell aid eat 

"*a good faith ' aa i t ao strenuously urges, ia libell aadar the lav entitled 

to relief? H«»*« X» m aistartanc* of lav t&* ecatrary. Fcr escaapls* ia 

the case of 

• . ^ ^ i ^ ^ . _ ^ ^ ^ _ i ^ ^ » » a i^59) s:f*f#"^,iafs -—— 
vbereia the Plaintiff ovsod aa oil aad gaa lease, lbs Defendant aareaased 

the fee title to the tract sad v night a quiet title suit against the 

Plaintiff. Tbe decree fevered the Plaintiff @ss Cenpsny in that action 

and the 3as Coe?5sny entered upon the laads sad drilled a producing gas veil. 

Plaintiff Reiifchoff appealed the qptiet title salt to the tapraae Court sad 

got a reversal of the lover soart'e deelaiea (191 p. ad $88, $90), fiats* 

t i f f Keiakhoff then brought this action for aa aeeoanting snd sa Injuaction 

againat ths Oas Sospnay. 9be lover eourt held that bis lease had tsssgastsd 

aad be again appeal «i to tbe Supreme Court. Tbm Sspreae Court atatad, vith 

regard to tha Oas Caspany's Actlone * 

"bat tbe eospaay says i t vas not a vUlfttl 
pssser far i t eatsrsd under ths Mstriot Osart's 
dserss nsauawd to snaul ths loans aaa to aulet 
title in i t . aovever, i t Isaev the lav gars te 
Reiakfceff the rigfct af appeal sad that sa sash 
appeal ths sseree Might bs sitter reversed, nodi-
fied, sffineM.. sr the ease be seat baaa far ths 
taxing of further evissaee ar a sev trial . It saav 
Reiclefaoff aai rigorously faugh* the suit aad that 
be mm lifcsly to appeal from the Jnrisjaist, eaterad 

sii 
acted m 

WW' - ŝ»»***t!*̂ n̂aaiM««<gfcrsaa»ja*"-v̂ w»ia>. >j».nvfcv.«— 

snV r̂iMaw«3hJnaj«aw»*w^̂  »»**Mm, 1 n 

S 
eourt1a 
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"It la ordiaejrily held thai av* eawt will aat 
relieve froa tJav arvJadieiel, affeet* af a aiataka 
af lav lâ arataaad ay aa **i**yjaas #wtff|fw *f aa 

(Citing evtherlti**.) 

"An. vaa aaid la a aaaa lavoiviag irtiHty fnet* 
•aeiirely good faith, It ooovra to va, weald have 

voald ha 
flaaily 
af 

dictated to taaa tiba* tha 
ta vait wntil aaa •enAwwarwy haft 

la driiliag 
(Cltlag 

tha laaa* t » 

ijptotlag farther, tha @eart aaid* 

"way ahaala aaa aa treated aa aatSag la goad Jaith 

aii af aaa Jnat* vA âĥ aoavtiiaita hia'aiaSa aa vail 
ax tha flata af ait adversary * vhieh laata, vaaa 
jy awai'ly aoaê tevsat, give iavs aa title to vaa lead* 
aaaa a holding voald aaka every am a Jatg* of the 
law ia hie ova aaaa, Instead of aoaad hy the 
law aa iattaawatad av thoaa ahaavavl vdtii thaa duty, 
wa avajt vaarafore eeaa\2avje that Hat tefeaaaa&g, 

thay drill tha vani aa thane laavfe* vara **̂ *ftt* 

qptiiatirai hat that tin* nlalasiff had vaa 

• «**Y 
h-*»̂ eil.»Hp**M*̂ .-'Snaw 

I****^>*1^' ajf**""' • "'- *^yjf -a«Jpr™* toft 

aeart 

Other oaald liaaviav ha citedt eaeti as, 

wherein tha Coart stated, at Baaa 7**: 
KBat i t aeeaa to nt a series* tiaj i n mi of taa good 
faith of the Isaasss vaaa thay aaraiâ ted la d*vsl*s>* 
i«u> the laad far «>tt aver taa viaaraaa are/aaat af aa 
•Avars* sls|ssjs& whs vaa vaaa soingf af vhieh advarae 
alalia aai aait aaah Xmm&mm ha* fall affitt̂ e. ft 
ipff̂ a" aaaa aaaa a aaaa vaa iaajaMg aaaatUl he held 
to have ayaaaaeg thair aaaay at thair ova riak aai 
iwaaaaa he *»*A'><* MMM̂ aOvad aa laaasaat t a a a a M i * 
«Meaaaavav/̂ v WĴ V̂ ayviaâ ^̂ ef|̂ ^ "̂ î î̂ aavHSiv̂ ^̂ ŵwi k̂̂ w* ^̂ .ŵ  ŵ̂ w*̂ ê ^̂ »̂ î ^̂ F̂ ^̂ a* ^̂ •̂̂ •̂̂ ^̂ ••̂ ^̂ •̂ ^̂ ^ v̂ v* 

ILLEGIBLE 
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Petitioner eoaatstais Section 65-̂ *14 jbh U<M&«\* (1953) **»*>. 

aa reanlrintii aa QHtar to fee bottomed aaaa aaaa, a Hat statute ia 

gueatica provides* 

"flte cnwvi ail m sup ssteblisli a pi'watlna aait tw 
each nooi. su&b bsias taa area taaa oaa aa effi-
^.^•if^i*a^ ^^^w^m*̂ ^ • fâ ŝŵ B̂ aa" va^^^aaaajis aawaa^ ^̂ aaf a a w ^aaaaaraa ^*aaaaa ^aaa ^^a . ̂ »aa> 

eieatly and aooaasioally drs4«an& aati aoveloaad ay ,t 

one veil, aai ia aa doing tint rwamlaatm aaaJJL 
aider tae eooaoais loss oaussd ay taa irt Vi lag of 
miimraiaary valla* taa protection of earrelaUw 
rights farlaJiag ttoae af royalty 
vastiae of aaata. tae avoiaaaea of tka 
w Taaaa^^a.^aaa* ^^VP aaaasv/'^^a^ a/, ^^aa^f ^ P - ^ ^^aa^^aaaa^^.^a1 .a^i^aa 

of risks srislsg froa tae drliliag of < 
fffjffn̂ *f af sslls aai taa prevesttou of iNaaaavi re­
covery vbtoh sign! reeuit fro* tint driii tog af too 
lav walla.̂  

(It la bard to foiiov i^tlonsr's resaflalng fcfcst if aaaa a finding aa they 

lBalart anon be aaaa waar thev voald aat by tint aaaa ressnsang liBtftte that fft* 
wvaaaVrinaaa* av v^aa^aaaa: ^^*aa ^^ai^.^.^ .̂̂ aaja/ ^aaa^.^a/ ^^*^v^a i*aa*^* ^•^•^i^a'a a* ^aaiaaaaa^aaaaaaja/ avaaaaaaaaaaf ^ai^w^^. aaa^^** 

tae otber conBideratiDnsrecited in tae statute ftboald net alao be aaaa find­

ings of fust aa a ijrsrreouiait* for taa vaiUlty ef aa Order.) 

It vill ba eaesr*sd that thi* provision af tbe stsfiut* asses aa re-

•rifwaa that taa) oaaaiaaiaa aaba anv ftoaiaa vbatever. It la asrelv ear-
aaaappia* TPaaavaa*aa aaaaaaFaF ^wwaa ^•*^a*^^aaaaaa.^a^awap^pa a^a".."^*^^ ^aaaaw ^^"^vaaaaaaaaajaa ^̂ p.̂ .»â aâ â â ^p^a a* av ^a^^ ^r^*^|a/ 

alaaive ia naftar* and dafiava taa fiaftora vbi^. eaa r̂al. tae jwlaajw action. 

taw ê vatiaaiaa to eauring ita wrens? So. a-iwbiHI aaaa tiii'laln gea-

eral fladtogs, parUau-ariy FiadiBga Saa* i ( ami o vaiab* it la anavitted, 

ef fectively abov tba r-imiiafilm eooalttaai tnat aarflaloBt evfciaaflt vaa ad­

duced te Justify taa aatahiiahMî t of dOniere pramtioa uaita aa * teaaorary 

baato. taaa fW) aniri araraAiaa uaita abouM be tsavavwril? aatabllabad,. aad 
aavaaVAaavVr B vannavv/ aa"^a aaaata#^a ^ajaF'aaa.aaFVrapa^aa. avpaaw»^» ^ * ^ ™ * r ^ ^ ^ ^ ^ »̂*̂ »* ' ^ • ^ p ^ a j a » a a ^ M ^ ^.^a^ ^..^^.^^pw^a^.^a.^™'^"!* ^•^•••^^ 

tbat a nroaortional faatar af two abaaM ba aaaignart ta «aeb aaob ao-*jtre 

uait far allfnaAla 

«iv | |» ' 
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Our United States gupraae Court, in tne cane of 

United States v. Louisiana, 
290 rf.g. 7 6 — 

u 

h 
K 

3 ° 
• J 

I Z Ul 

J 

0 

where the statute under shies tbe agency is operating reojiirss a finding be 

made, the Court held that i t Is essential that this be dents but where ths 

statute is indefinite on tbe $aastiaa of finding* or seises no rssjuireasst, 

the Court held that findings are sot nissrittol to tbe validity of the Order, 

m a suit to eajoia aa I.C.C. rats inerssss, i t was held ia 

Maatsaa v. United states, 
2 ?. sup. M& 

"The statute provides that, ia exercise of its 
authority tbe Cosnaesiea shall report in vriting, 
but only when dsjtagot are avarded doss i t stipu­
late findings shell be included. * * * la all 
other iavestigstisas, i f Justification otherwise 
elearly appears forael snd precise findings are 
not necessary." 

Where m ultinate finding has been ss&s, s subordinate finding 

results by necessary iieplicstloe. 

fruck Io*. lUabaage v. Industrial Accident CosnCUaion, 

m fM m — ' — 

20 

21 

22 

23 

24 

25 

26 ii 

27 j! 

26 j 

29 ! 

A ease raising sa slsost identical question as the oas at issue is 

that of 

Huable Oil fc Refining Co. v. Bennett, 

wherein the Court bald that the creation of a drilling uait laplied a find­

ing that one well would drain a unit, this involved a Rule 37 (jutestion. In 

anewer to s contention tfeat veils drilled on 10-acre spacing would have s 

drainage advantage over wells drilled, en 20-acree, the Court pointed out 

that Rule 37 authorised drilling of wells oa 10-sores snd its application 

to the Pool ia question "iapliea s finding by the Cosnission that a veil 

would drain IQ-aeres instead of 20 as insisted by Appellant*." 

-9* ILLEGIBLE 
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where ths seeps of review lo tbe District court weaojutM too 

eatir* record as it does under Oil CooservsUon Conslssloo etatate*, findings 

srs sot ssBsaaaxy to sustain tan Order sad srs ia as siso blading upon ths 

reviewing court. 

ssswnrd v. asa .̂ ^r.) 
17 Sl«*** 

Hervda v. State £avaanasAaa Gswertan&nn. 

Ins dss ifexleo svprsss Coart la 

Ferguson-Qtcar* rtotor Co* y. gist* Corporation ConaAssjon. 

on assy of tits ausstiee* Involved ia tints Application aad ruled that 

lass of or iasuff leleney of fijSUngs should not se raised unless tas party 

coeplslniag af their ahssaee or Insufficiency has aad* s resusst for findings* 

A distiaetlaa bstvnsn the instant esas sad the Fargus*yA«#t**r* oass sight ss 

raised upon the ground that ths ruling la ths Fergusos-ateere ease Is bassd 

upon the fast that the Corporstloa eoanriasios had adopted the rales of press* 

dure ef ths District court, hut the court In the Fergssoa-£teere opiaion vent 

to seas paint to point oat that this fast ssrely strengthened Itt eeoslusion 

la regard to the point involved, 

fergusoa-gteers eplalon. TMs vas a aotor tissss/n 1st Us. eass share ths east-

teation vas ITKUMA th#-t th* Corporatlos Cassdssion la ashing Its Qrasc failed 

to aaa* findings of fast upon the Issues raised is the proceeding* Safer* it 

sad failed to ask* sppropriate findiags relative to the adequacy of ertsttsg 

v5jp(eavv̂ |Ĵ €Mf̂ aev̂ vvJp̂ pn̂ â  ŝ Asv̂ â̂ ^̂ â̂ ĥssŝ â  t̂  

The Court la its opialse first held that the absence of specific 

findings did not renser tbe Ordsr of the Cfssrt ml an invalid. 

ê rvj ŝâ aŝ ŝwâ  f̂ĉ sPvJ p̂fĉ ê ŵ v̂ lleJP' a?Csssvauwnvv ŝa> Ŝa9̂ 8̂ vbS*̂ n̂ svflâ ê  sseâ v̂vvl ^PVSV^L 

of spseifie finsisgs esas aat resasr void 
aa ordsr granting a msrUfieate aaoh at hast here 

ILLEGIBLE 
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involved. Store ap*oifioaliy 1* this true, whan 
thars was ao rsausst and* on UM 9o*rd ov Cosnvto-
•Ion vasse nets ore chsllenged to asks specific 
findings. 
* * * 

If fiaetogs, as** adeanat* findings, by too Mala-
istrstive Board or c**swt**i,an ba desired, a duty 
rest* on ths uai Ij HTnnlaliiinir of Tbalr ahaaasv ta 
^ ^ ^ ^ ^ ^ p ; . ^ - ^ . ^ P V ^ P P P ^ P ^ " 1 ^p?«a^pB*F -^P—JJ ^r^p^v^pyjB^p^pjpp^p^pjppjfjvjppjBHPm * ^ p ^ r p W p W J i ^ • • W ^ I T a ^ ' a H p W P ^ p — a j p * w ' 

have and* * riiajnat, far tins*,* 
fhm Court thea ousted with ^nrevel tbe opinlsa to 

aallroad goasjtsajoa v. Qraet southern ftf. Co., 
iHJsi*; 8*, o4^berul^ 3 1 

to tae effect tbat tb* Court aecepte taa naktog of tin) Order by a ftnaUsslon 

as a finding by tb* Caaa&ssian tbat the elrcutastaaeee srs euofa aa te Justify 

th* asking of the drier. 

It i* thus seen that there i« ao aseessity uadsr tb* stabsts usder 

coasideretian here for tas ConaiSBloa to saks speeifis findings; that the 

Cesaisalos did to fact sake the ultimate finding to creatien of a proration 

uait and the auestion of srstosgo by oas well flows frsn that finding by 

nsoesssry isaltoatlon sine* It eaanet be prssuasd that the nawlaatmi did not 

follow the ssnvaat* af ths staseke; aat that the applicant for r*hsai ina i * 

to ne position sow to ccag&aia ss to tto sufltotoney of Hading* to this 

case, having submitted as request to the Caaslaatna for aoro saecifie find­

ings. 

THE WK£ni&Ma wm so Vg&S&Q Hitarf ASD TJB 
am ®m*am m mm wm mmrnsmm 
m rtrirm's mmst masm. 

As alleged to Paiegiaeli 7, 3h*U Oil Ccsjsaay drilled fourteen walls 

upon bo-aers salts under tint than stisttog rules sad r iigHsHeas of ths 

gosn&ssion aad by so doing it now clato* H»% Order *o. B-106j»-B by crssttog 

dCMusre spaaing, setting wall locations, and ia astsbllsbing proration waits 

aoafiacafs tas Pwtttlaasr'e alleged seated jwopeHj rtobt* to violation of 

aSipŝ v̂  s^ f̂esa f̂enp^ sUwas^ s^^a^a^ev^^aaaw. ^^PSSVV? JlwS^(S^^WHIM^ ^Sws*sJs*S»a l̂aaS'S} 

ILLEGIBLE 
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Tb* questions tbu& posed under Paraip'sis* ? would appear to eat 

1. Sid the applicant acaulre a vested property right by 
tbe drilling af tbsst veils? 
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£• Boa* tbe CcevaUaion have tb* power aad authority to 
alter their spa&iag rule* aad regulation* froa tine 
to ttaet 

-iJd/ *n*n^ ĵgvJa4 âwP̂ p*S*w? v$̂ paav̂ pfĉ 4nannvnv̂ aŜ  ^ae? 'aiUSk ââ ^Bwja>̂ nâ ea*̂ JF vaavav* vnaanV̂ aaaar*'' 

•enable rule aad regulation? 

fhs opinion* ia th* esses hereinafter sited deal with all three of 
ĵ̂ aPvl̂ p̂ eSeâ p̂̂ aa*̂  v̂ wiavnŵ L̂̂ iSanalav̂ Cn̂ aan̂ ^ ŝsŵ ^ .̂̂ •fca5iê &̂aâ 5̂aa'̂5 *̂â ŝsâ £̂ ft̂ â̂ EeV3i âp9fv̂*a3n̂ v̂̂asnâ£ âeâ avlrê  

beyond question eupport th* a* tion of tb* Cosjdssioa in tbe ls*aanoe of i t * 

Order So. B-10$s«3. 

Md the f^Utloner acquire any * vented* property right by ta* drill* 

ing of any v«ll upon a aO-aer* spacing unit prior to the Order eosplaiaed oft 

ta tbe case of 

Team trading Co., et al., v, tssollad. 

the Tease Trading Co. appealed from an Order of the "aailailiii which «sn> 

celled appellant'* parait to drill an additional veil within a drilling aait. 

The Plaintiff contended m a setter of law It was entitled ta drill ths sdii* 

tioaal well because under the tftea apaelag rules sag ragulstlons in sxist-

eace at ths Ua* th* aahjaot land was tagisaajnd sad when It asejsirad the 

lease ths Plaintiff bad the right to drill tbe additional well, to this 

bastion, ths feats Court of appeals bad this to sayi 

Mfas eooteatloa is overruled, p̂assing rules 
Îŝ P* wJaaeî -̂ â̂ îwS f̂ea^ ^a*ajavSaljJJ^^ »?aP*Saw> âUnaaMe/ f̂ê ^ "̂ aavJsw*̂  f̂efl̂  j^(aa?Bna^wf 

fair and eas&table egjaartsast of the assbinery of 
oil jrni'stitga ts sast "̂ T̂ ityrliv* "tmrtl linns if a 
lass* owner could acquire a 'vestsd right* la ths 
cassias raise snistin& at *ay oarticaiar tiam. ties* 
^*3BF^^** *a~^a j jp ^uwmr^m^ •w.^p^^^a? w ^ a a ^ * ^ ^ ^^~^tT J T ^ a a * i a a » ^ P M B » » ajajajaa^a m. w a a ^ a a a a 

the power of ths nailroad Corartaaion te sake new rules 
for re*}alatiag drilliag sad ail srosustlsa essitsaiy 
aai fairly ease* l«ase owners* aai aroserly te coa-

^ ^ ^ ^ ^ " " T * * a ^ a a f T a ' a a a a a a f j "WJ^aiaat j e a a aaaa^.aMi ^ ^ * T " a F a ^ a W J 

serve tas Oil ISSOSJUM of the atste, would be greatly 
hladered. St taa very nature af tas yrll'fff 
sbliib ths 3tas* aVerivas its right ts regulate 
auction of s i l sag gas, ths all speratsrt asm 
as 'vested right* la the asre rales by vhieh ths 
is esnweised froa tlae ts tlas.* 

ILLEGIBLE 
-12* 



Ale© see 

fbUlrosA Icwtalaaloa Y. gffitm sasi ffiahois Oil ess,. 

gls&larly ia the e*s* 

MUftod v. Staaolind Oil Qas Co., 
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certain royalty earners contested the coiwUtutiatsjutttf of the Okisaonn '#ell 

Spacing Act (1952 Oidshoaa gta*. Am». Section ^5-67) vith regard to thsir 

interest* in a wall <Mefi**sd prior to tint spt&ciae ordar of taa Cossdssioa. 

Among tne laauea raised war** tae da* process clause, tapsiraeat of contract-

ual obligations, and th«? retrwwttv* effect of the well apacing cedar, tae 

statute te question, provided, saoeg other things, that the dlfforeat royalty 

owners within s drilling aait shall share ia toe production ia proportion 

that their acreage Ware to the entire ilrii^iati wait. 

t*a« Supreme Court of Q&shena ia overruling the Plaintiff*s eontaet-

i « a Scila; 

The eselslan ot the United itstes supra** Court in 
tas cans of aaio OU Coapany v. State of Indiana. 
ITi a .3. iW. ^ * J s , 7*9, was asses spam the 
theory that ths right af ths owner of las* to ths 
oil sad $*t thereunder ia not exclusive out is eea-
son to and asrely as oaasl with tas fights of other 
lead ovasss ts tans froa ths cossaa snares of supply, 
aad therefore that sis property rights ta aaid s i l ami 
gas srs suspect to the legislative power to prevent 
the destruction of tas eoaaoa souse* of supply. I t 
has steady \mm decided that this police power of the 
State to prevent the deetrictuai of ths ossaam samrss 
of supply say ae cssrela«d ay r^^iuatlon of product. 
Ion t&er f̂ronv' 

In aupport of IM* cosiavitiea, toe Cuurt cited the ease of 

aefiuing Co. v, 

vis: ILLEGIBLE 
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"Sverr peraoa mm the right t* dri l l wells oa ai* 
aaa lead aad bake froa ta* peals below a i i taa gas 
aai ai i that a* aay a* aai* t* r**a«* ta poeseeelae 
isoiudiag ths* eoaiag froa lams h*loeglag to other*, 
bat ta* right ta tabs aai tha* aaeulra osssssfeip is 
•ab^ct to ba* rtsasss.il • assrtlon of taa ysmmr of 
taa ***** ta prsveat uwaiBwarj la*** dsstrettoa, 
or **sts. Aai *a*jse*u* esteems t* taa tsksr's as­
similable far U M » j to* oU to tb* M*t*mt 0*m£* 
tb* uwiaarsaW i aai aa*t»fal d*al*tla* of a eaaaaa 
•apply of gss ae* oil to th* injury af othor* se­
tt tie* to rssert te earn taaa from ta* aaaa pool.-
(Cltia* amm*/ aaabarltiaa.) 

TJw Court taaa further sat ri T 

•froa taa faragolsg authorities, i t 1* obvious that 
i t i s aat teyniid tas mmUee seas* of ths *tst* ts 
watriet tas i»*ivis*al o***r*s tsklsg ***» tas earn. 
asm •ourss ef supply, a* wsU am te autlaari** a 'Just 
distribution* sjasjg the various ****** of atmral 
rt^kts la lam* overlying tarn oeaasm ****** af svgply, 
of partios of asi i supply ae tribes, or rtssnit to 
aP'-a^^'-lbs'stis^^ ^a§T ^ e s - t pbaavsvs^Vas'ew^ flsWMV's) ^ftMfr j j^lr tsWa 1 )^*^^ 

af svillias bp tfst smssiam of amlla aasma f» IS * ••Va 

IbnTiir fftsMiasjr fflttia Ism asm* af Casamiim Pafisiac Co. 
v» Csspass^iaa OoamiamloB, asmem* ass bsfer* th* 
fsssrsi asmtpist Cart , % F J * 92$, «3k. I s ami* 
tbe toUoving #f tas 1*15 WMSJIII W U S S last 

•Asraaii ie ignored sad am spsrelis with tas 
5,000-barrsl »*U* am 5 s*r*s amy tab* out of the 
esww8BI v*Vets9 '̂VwP^ 4Bnm̂  ^fv^P^am^P^*^ .̂WBsswSe'? ^^^NP Jpes^aVVs)̂ *)j*|pSn)feef , 

», as sash a i l am sm tiprsiey with tarn 5,000 banvi 
wells em W mem im taa aaa* field. Preset least • 
tafclne mer sai l i s shallT iz*u*tit*hLe i f the Tula 
^̂ *-wp"»»»*vp m- m ' m • e»*s» •»*»T»P»«**»PW* ^w*«Mwawj**w*>wM*anasw see* samps* sjessamsmsp'"" 

laAsrs lata*** te sssassj 'a jest dlsirlJartlon, ts 
* r l * * from ths eajip ft • • » of ta*tr priviUgs to 
roaaoe te inwiHliei', bsesase fib* opsratlos vltm PO 
***** has limp timam as amsm privilege ae tb* 
vith 5 ***** ta tbe aaaa fisldV 
fas •vastsfal amenity of drilling off-^t well** is 
•smtJasr tlee wlrijsh ia stiitsliart br aash irsatriiittsiia 
am drilliaf. ssliiitub a Pays* v. Bsssaa PaUulaum 
corp., 13» JCSB. J«S, is p jd 663. ca* af tbe e**«atlal* 
to the janetr ajUsm af tJst iiBsnae, aouree of *aymly er 
the n'lmsHiisi of It* sast* i s ths> JMIIm Dgliiai of th* 
raaspsair essray aageaesiy to spaaai tlom Uauefiua by 
^^to*' essa^aapfas»s> JPe^*p's>$4*tf£ *9wP *^aWSbs^p^^s> ^saaaspv^ as^ls'B ejp^^ss% 

ILLEGIBLE 
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atosd by tb* courts and tht favor ef .the state te 
prevent th* vast* ef esid reservoir energy ie be-
yen* *\¥.ii]imfTil miit lertti'tloe n 
* * * 
The restrict!*, af eviUieg Itoits tb* ouaber ef 
Beaetr*ttose to "tb* raeervsir aad i t ***** 1iMrtf*iiH 
that the laaa Ma*rvair to aeaeiav**! tb* 1*** 
ee*svjipv> weva* PPJ^PP*P*F * P P S P » * * p̂sa>ppa> — P * P < V / P W^^^^^^ P™P«W ^^P» j f •w^w^i ™ ™ P ^ P 

the aapply af mear voir eaargy to libaly te be de-
2̂̂ 4̂B̂fea*̂jpL * 

to iqiwrt fling the eoaaUtutionaUty af bb* rale aad rvguistlott. th* Coart 

by eaytogi 

*itoi thiif vaald bs to*aa ay*a 
able taarev* a aiattoct less 

jspiivWy y'Wja'̂ ê p JTi!Plp*ae_. .̂ sw^^ffe^rS) 

sr iap»av^P*ii»aia 

X* Brew et al . v. Ifcmble Oil a a&ftoing Co*g**y, 
supra, bb* following vara* war* ****** vita approval 
from Laaaaraa v. city of saltoa# 12** fax* 1, 73 £•**. 
2d *?5, %lf t 

'AU pr«f*r%y to held subject to tbe valid ftxercto* 
of tbe polio* power; nor era rugumttfvn unconstittt-
tional sorely bene*** they operate aa a re*tralnt ape* 
private right* af p*t**a or p« sporty or will r**alt to 
laaa to todlridwala. the tofllcttoo of aaeb lea* to 
net a deprivation of pi oyer without due procea* af 
lew; tea a^rtlon of tb* pailee power upon subject* 
lytog vithto it* scope, to a proper aai laaful apanwr, 
to due process ef to*.* 
* a * 
attgulstios, of course, includes a dstaralantlaa of 
tas 1SAS*|S* of the velii ens' *•*• ss*s*t af ail 
i*m|Y* ** allawad ta **a*aa** an taa* tai 
ev*v*a)*nav*e*> ^W^B p^Beps^vaw^ppv*- v e j aaa* ^ a P ^ ^ * * P ^ ^ P * e p v ^PVPPJP^P P ^ * P " 

eaargy viU net a* cjthauetad bulbs* all ef th* 
able oil I * wrested frea the eea**a *ource ef •apply.1' 

3̂pv*̂ JJap̂ fcpJp*̂ *p̂  ^SpafiĴ er̂ * ̂  

to tb* case of 

Platotlff drtlled a v*U a* a !£&**** tia*t at a eeat ef $a*,«»,©0 

installation of a pipeline at a seat ef $12,380,16. fJpprssi"asr» th* 

•toslon osteal lined a g aapiil •III jf drilling aait of 320 aeree. Thereafter, 

Plaintiff ssBtasss* the* it should bs peraitted to produce fren its sail the 

allowable peraitted at tas tto* tbe sail sa* drilled eat the Cosaissios'* 

ILLEGIBLE 
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Orsar reoui-tog it to asitlss its im acre* wito other mvmm te eesfera 

with tbe reauired drilling uait of m mxm wm unaeasiatutloBal. BM Court 

to uphnlrtlng tbe Cotefttoeioc'e Order eitei m errs? ef eutoeritio* as* sited 

vita approval tbe above wsitloaed osee of Pat,tar»at v. srtnrrUrai, abyr*. 

Zt to of totorset ta aote toe se****t to taa Cosrt** optotoe aa te 

taa roiatltaiebto of toe suaher of wells drilled to taa aarbat eaaaaa, 

"the v̂toeaee to tbia aaaa as*** tbat tea eatabltob-
tog of toe 3aeHaore drilling aait «4U alia* tor at 
toast as sails aad paaaltly 3» sella, aceordiag ts 
tbs eeftias*** area, os tas Tfwlston* side af tas 
Logeasport gas field; aai tbat tost sasasr af walla 
will oi'atoue assy tiass tbs peje i sarast fsftill-
ilea er assas* far aany yaare to seas. Sa* evtoease 
abas* els* tbat if a larger nartirr ef valla wars s i -
loss* to es driUed oa tbs Ksrttiam sits ef ths 
fngsittaiaf fc field they ee*M sat pro-ace eveafcually 
•ar* gas fro* ths ****** reservoir tbsa the volaa* 
tbat ea* as produced fro* toe awaber af wsila which 
tbs 320-acre srilltog aait alias*, i t gas* without 
asytog tost tas srilltog of s*rs way* ths* are 
lamesary to drain * ga* field «fftoia*tly aad ssen-
ouically mutes vastsj it is a wast* ef Tslsahl* 
aatsrtol aad asUl «** ia*ar; a vasts of ga* for fuel 
to toe srilltog of tbs usaeseaaary wail* j end a waste 
of gsa to ths aliowiag of tbe iinni imi j walls te 
clean tbaaaslvss est befars bstog pissed oa product­
ion." 

There u ao aspires* Court assists* to Nev mxUo -»*Hff1̂ r tas author-

ity or power* of to* av* ifeaico Oil Conservation frssstsaioa. However, it to 

believed that eoa*le*rs*ls weight sad eubstaaoe <sm bs give* to ths text 
w r l * * r <* iwasairi oil s*i Oas. vols** I , Page m* seettoa which readsi 

"I 05. mmm m m^-ms^m^m msss& 
The Wm itottoe oil aad gas conservation atatut* author, 
toes toe os**srto«iea ageoey af that state te sake 
rssMlattes* goysratog to* apastog af sella aad toes* 
era*** ersattog proration ual to for eaeh peal. A pro-
ratio* unit la defined as a* srs* sbish nay be effi­
ciently sad •rrtarartntny araiaed by ea* waU. The 
pooling af sffarat* traot* within a prorstlos wait to 
paralttei sad tes nanottyatiuu agaaey to authorised 
to reeuir* peeltag af *ueb tract* ***** asmattry to 
afford ths owners taa TspaitiiaUy te produce their 
Just aad eaultablc abar* af the ail or ga* to tb* 
pool, fa* ***** af * treat esaiier toe* a drilllag 
wait any drill as* produce ail or g**» previa** it se* 
be da** without wast*, bat to sue* * a*** tas «n—s^-

ILLEGIBLE 
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production for ths tract ahall he wito veeaawt ta 
the allffleaalw production far the unit •hail, he la 
^a^ee? aTeJâ v̂ eŝ sr" ar̂ a^ p̂feeps" SjeaPspap̂  vp̂ fĉ  f̂eJpvĴ  p̂wŝ jfcejt̂ fc f̂epp̂  pjiJftpV' P^PPP^^^ WV^P 

the aait. • * * Aa earners' Jest aai sawitshls 
share ef tea.sil aai see ia a seel ia dsfiaad as 
•P^PPPIP. » TP*» ^ p ^ ^ » - ^ppg^fc ^ H P P ^ 8 * ^ ^ ^ • P ^ P ? ^^HP»W^" ppppr PJVPaPFSpSVVPPB » P P * 

P^wssssa ĵJ (avflL aapSfipas^SE^sa ee™S i^BpP eJer̂  *SHaa\ pawW p̂Ŝ ptpv-̂ PPWvreavbpŝ  vjpvâ ae 

tarndaei, aai ss far ss can ss practlcaBly sMpaVaal 
without waste, substantially ia tas jffisp* I ts* that 
tits ijuantitjr ef vacasmraule oil sr gas, ar bath, ee**r 
spsli pree*a*ty hsara ta tas total recovsrsals eil er 
gas or both la Hat aaal* and far this purpase te us* 
hie just aaa sssjitapis shave af taa r*e*rvair ******** 
fas conversation agency la snthsrisei ts adapt a sail 
•pairing pie* agrees by th* spears ia a seel, i f i t 
baa tbe effect af preventing waste and la fair ts 
tbs royalty owners, although taa sgeasy say snaify 
such plan for tbs prevention of waste was* a nsarlsg 
aad after sattes.* 

"Tbe oil sad gas sonservatloa statutes of tsaatl tva 
states author!** their ocimtrfstitfiTt asssaias to rags-
1st* ths spacing af veils, ts establish drilling units, 
tatperait agr invent a for the pooling af •aptratily 
owned trsets vithin a drii Unf aait sad In si 1 of the** 
sp^pwvs t̂sJwJp v^ej'tpv* PJSPV® "(ppWpvap l̂̂ Wjppwfts/ ^€sf̂ *)p^ppvs% ̂  p̂fepvt 'v^9flp9^SP^PIrpS&4Mk 

sssacias srs aatherisad to reenlre the anniinv af 
traeta vithin a drilling unit." 

and v>HJt l.a*s.A. (im) 

Also, tb« P*uttaesr ia Parssra** 7 af the Petition far ttafr spring 

elaisa that tas "<***r a-lv*9-B la a rstroapactiv* i-pgalaiisa aai tbs noire-

active effect af i t Is te ccafUcat* and riolato tbe vested papsi'pj right* 

of the Applicant." 

Oar 2iev Maxieo Supraae Court baa defined a "vested right" as tbe 

power to do esrtala actisas or possess csrtaia things lawfully aai this rigbt 

asy bs created by nnaana lav, by statute or by contrast, aai upoa prlasipls 

every statute which takes assy or lapslrs vested rights eneulrsd vs**r eaiat-

iag laaa sr ersatas a saw ebligattsa, isgewjss a nev duty sr atteshas a asv 

fltesbtl Hy la resneei te tr*p*s*ilsns sr eosss\BSratleas slrasay passed seat be 

d**a*d retrospective. 

The author furtiaer says: 
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S** 

Bubal Car* v. CfaayAt. 

53 *.**. W, 2&> **m u$* 

ye rubmit, ia what vsy or ssnaar do#« tae Orssr Bnavflrtsa*' of tabs 

sue? or Isaeir any right vhtgh pstttioaer s*?)iired under aay prior rul« or 

rtgiilatlffli of this aossAeeioBt 3» vast reepsct ao— tha order or*nta my 

e*w obligation la respect to say prior transaction or cooaldoraUoat Order 

po. a-4G&r-« dee* sot tot forth a eoesailsory drilling aait eat ie p*r*i*«iv* 

l a aatara only. 8©v, ae before the adoption ef the Order, cannot the Peti­

tion**- aai s i l ether ieujiiu<ii* slal lsr ly situate develop aay or a U their 

aereage upon a ^0-acre driUiag aaitf Mow, a* before, la aat the proration 

foreaua on ss acreage basis snd the mm full aliosaals given ts a %Q-**r* 

aait a* before the adoption ol the Order? 

Is the Order retrospective i s natur* vbaa the rights as*** lead, ay 

the Petitioner ears subject to auia of tbs Cassiaalaa. sales, reads, | 

in parts 
"la order to prevent waste the Cofisrtaelaa say after 
aetiee and hearing fix differ*** apaciag repair** 
aests aad reaulre gr*at*r acreage far drilling 'treats 
fjx my aaftmsd oil pool or in say defined gaa peal 
• # * .*> 

Aai, ia further view of aul* 501 <b)t 

•After notice sad bssriag, ths CesateeSe** i a oraar 
ta prevent vsats and protect eorreiatlvs righta, aay 
imnilietit special rulsa. reguiatioas sr order* psr-
tsiaing to any pool..* 

Ts not th* petitioner new aa before the Itautirn of tbs Oraar af­

forded the asas rlga* aat opportunity to recover I ts Just aad «*jtite*l* 

share of ths oi l ia toe pool? reality aai l a truth aai fast, a l l tbs 

Petitioner I s sesiag ay tas taatsmt fatitiaa l a : vs havs epsat tots* as 

each nosey in th* pool aa any othsr operator, although ussaeeeearily, bat 

having done so vs now vast to receive twice aa such oi l as tbs othsr 

ILLEGIBLE 
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operators. 

Us conclusion, ve mfmr to the recent *sv Mextoe Saprev* Court 

decided ta April, 1957, 

State v. incites*, 
m : " W h 'W& r.2d 9©3 

where i t upheld toe power of tbe State in the state lagtoear to eufaree 

rule* aad regulations regarding the appropriation of eater aat to ao doing, 

aaidt 

"All water vltbto the State whether above or beaeath 
toe surfssa af the erased hvt frets ta toe state vhieh 
author! lag ita aaa aai there to ao oveersblp ia toe 
eorpua of taa water but the uae thereof aay be as-
quireu aai toe baato of aucb a b l u t i o n to af ban 
fieial uae. taa State aa oaaar of water hap* right 
to preaeribe SavHKHaay be ueeaT tkto taa State be* 

'by'toe "tSS&mWrWmS&m a a a , water 
^pproprtotora aad appropriations ea each af the 
Artesian baslne of toe State are numerous, Tbe State 
to vitally eae*eraed to every approprtotien* Taa 
seed far water is iaperstive aad aftsa toe supply 
to toaufftotost. Suoh eeaaitiosa leai inevitably 
to asay serious «oatrovsrsles, sad esaani fro* toe 
State a* essrutoe of its polios power, not ealy to 
aaoertala rights but also ts regulate and Pfatest 
toe*, ri^itiUoaTlbiowBver, U'nor'coaxisiTStios."" 

This proBuactotioa by our auprese Court would unrtoubtedly be applied to ths 

tostaat ease ware i t to review toe ease. 

%m m&m com*nm or muss wm smm vm 
muw&m & w c&mux m muttm & 
as STATE m mam. smsmmm. 1*0-

Aat* EAanCIJLAaLl 3T& CASSC* OUT 

Shell, to i^agrapb 6 of their Petition, soatsads tbat Order go. 

"topairs sbligs^tons under contract* betveea the 
state af ssv *astoo. the finite* fttetna fleol nal rial 
* p v * ^ s j w » m a * •eer^e svj^iBasvjevv' p e * * * w VSSVSSVWVWN^K ikvenwjpapwe*1 wjw^ *̂«pwa*̂ pevvwaw»jp» 

Purvey aad SaaU Oil Coapsay aa operator which sen* 
tracts ware created by the Carson unit 
* * # . * • 

19_ ILLEGIBLE 
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tt ie lae**& a novel ******** that the approval ef toe Carar* Halt 

eat toe plea* for development hy to* State ef Hev jeartee aaa hy 

to* IBB, to** f**to, safe* **eh gove?na*etol aggncjgi contractlne, parti** to 

toe a*r**a**t. m mum *P»enavantal e****y mm set to each antter* except to 

it* capacity ef regulation mm it* *oie ******* vith toe watt to but ** ap­

proval. Pone of toe** og**clM ny their ova Itoitad ereatioa aaa ** toyoad 

a /.flap. 98a, S3 U M , 352 

fa* Stole Lead Ct***i**ioa*r aaa ao ansa power to contract aa Peti­

tioner coatead* mm hi* oaly attthority and pover to eat to toe pi auto ej to 

r***ri ta toe Caraoa Unit Any 11—at to uuder Sectioa 7-U-39, I Jl.fi .A. (1053) 

^ êaeaja**5aâ  Jf̂ ê eeSeaeâ  *nea jJenflF̂ v̂ *' 

•jpor toe jttrpo** of *ore properly ni*awr|*g the eil 

fwhllr iatoni ear aaMavat ta *nd. awama* th* daMeian* 

hy Xmmm af Stat* toad ««**«*̂ «* ar oeraraillv 
^P ^^evw^^w v * w?wwvvw -̂ PWW*W**B **vev*avja*H*̂  v a er̂ vv<ajwvvanmayy 

vith other 1****** af Stat* toaJa, vith 1****** of 
the United atate*, ar vith atoeri, toeladtof toe 
caaaelia*tiaa ar eeeeinetion ef tea or 
of atoa* toe** h*14 ay to* eea* U 

*# toe **toorlti*e coaaaltei toiiaat* that a* Oraar of * 

state Coaa*rvatio* Ce**to*ia* ratottog te epantog to m ***r*to* af toe 

police power and aay <tattreete er righto ef pnrtto* ere aahjeet to the eaar-

ctoe af thi* police pover* fsto «ae*tiea rigeiaiiig topairaent ef rteUgatton 

af ca*treote ha* ***a rei**i to aawarea* ***** aai ta each toaa**** i t 

that to* Court aaa stated that toe pelie* power to a ltoitotton on all 

tract* • flee 

r. 
It »Jap. 
affiraai on appeal, 300 U.S. 253, & L.&U 632 

Create* v« state* 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

the Corporation Coas&ssioa sabered on Qrasr for 3!0»aflra spacing to too for* 

ef totoasnlar treat** lhe srotestaato aliased thai thia ijmgmmA their *en*> 
^^aa, aaaaaaaaaaaaaaaaaaaaaay^aaaar ^ ^ ^ ^ ^ ^ ^ ^ ^ar^aa ^ ^ ^ ^ ^ r ^ S P ^ ^ p r ^ ^ ^ a ^ v ^ v ^ ^ ^ ^ H H p ^ ^ n P M P r ^ ~ ^ ^ ^ p p j ^ ^ P " P P P P P W a p p p p j P T P ^ P * P P i P J p a P W M F P ^ ^ P W p P T ^ 

^dPvJpjsf^P*ppaei efpnJ f̂cvavP* ^PST- ^ 3̂?aeJL^p> vJJJ ^6SP^B^IP? e?nea?p v^pavfija*̂ * aSls*^ €r*€easv^e^ sjlf̂ Bp|lSSeas*> ^PVBSVVP ^SJP(PPV p̂ tflptnvlt 

9̂̂ P̂ ep̂ np̂ Ĵ fepp̂ S)k vsvJ^ f̂cip}ar̂  Ĵpp̂ ep'̂ tepn̂ pJÎ ê espprâ  r̂̂ ftler̂  eepp̂  ^^PS^ f̂ejfcpv̂  p̂pâ Vp̂ â ^̂ V̂ p̂P̂ P̂MP1 VSP*^ p̂pV̂ POP̂ Spi$le)pe(̂ ppn\ v̂nnnvn̂ npPP- *&Jpt 

a valla esereise of polio* power unless arbitrary as* mmiUMlili 

p % 4 ^ ( ^ * sew*- v* *vv? ^ B * P H ^ ^ K P T 

(rbges 13, 1%, end 1$ ef Brief) ie MUtihji mrsapl w where n 10-acre spacing 

order en usha&d ee anstost toe we falaetoo* toaalxvant nf tk&iMm&u* at 
^ a ^ * * ^ar*^a^ar ^^^faaaar ^aaaaaaaaar^w^aareaa* ^a^aaar ^aaajjaaaaaaaaaaaaaaaaaf -aaamaaaaai ^^e^aaaaaaaaaat v W I P ^ M ^ P ^ ^ P P ' P P a V P P J p V W ^ P J P I P W P F ^ P * P > ^ P ^ P P V P J P W M P a ^ P J P J P ^ P P J V T I P ^ P , 

aoati'sst srsaanat* 

ton Ceert pear oft upon toe pausr of ton conservation departoent to toaresau 

toe etoe ef drilling raits theretofore preeerined free 320 ecree to 6*0 eeres 

ead toe effect sua* order vould hare upon eaiettog pooling egressest*. Taw 

Court to waholdiaa toe saver ef toe remil atm n bsdv to PO aw^ thatr evdava. 

Orders 38*0-6 end •$*€*$ ere mild er4*rs. tot l i t 
ef lSbo MttoartoMi toe Gaantoainnaa* to ctewuM 
• a *p» M9 ™ ^p^^a^wpapjw VI^PV^PPP^ PWP»P^ vp^HPepppWMPVPMPpppppv^B pwe» vwpssvn^Bj—* eiw^as ^enw^^ 

tahliaaai ujitto i f aenaNitiaae reejitri i t * to Paresrsp* 
3 ef See t ie* } of toe eat i t to provided tost "toe 
(kea^wtotoner fb* i • have sutosrlty to ease* after hear* 
tog aai antics as asraisaftsr *rev|a*&, sash reensashia 
rule*. rsaatotiss* sad erasrs aa aay as asaaaaarr frea 
ttos to tfaa«' Taa ealr rsati Imtttai. sa ton untosritr 
^^aaaaaaaam m VI ^^aaaaaaaaaa — aaaaaaaa^a* ^Rr^aaaaaaaaaa ^ » ^ ^ ^ ^ ^ P ^ ^ " ^aaaaaraaaaaaat a ^ P ^ J P P P r ^ P J P P P P J P P V P H P t P A * 

of toe @enatosisner to antobltob drliltox uaito to tto* 
^ar^am ^aaa^awy ^ar^aaaaaaaaaaaaa^aaaaaaf^^aaaaaaaaaaaai ^aaaaa ^^aaaar-aaaaaaaaaaaaaaaaaaaaaaaaaf ^ ^ p p P J p ^ ^ P H p j p p p B p ^ P P P a p e - V P P F P U V P V B i M B I P ^ r 

each aa oraar east ha rsaeeeaele toi ton aait prseertoed 
fiotoutlp sa i sssssnioallr arato* to tb* sbaasss ef a 
shoving to taa eeatrarv, as ass** * t**g toe reaalailto • 
er*s ftoa***> to thia to*to*s*f igtis* s s * p r m i s i by 
ths sat is* as * saartoaa inasstoai. by tha aatSuSp^ sa*av« 

r̂weaaaa/ p^ppF^papî p^v ^^P^PPP* ^^p^^pppvpjpppajapw PF̂ ^̂ pwwjppjppi-̂ pjppK ^p*T ppppP" vjv'vjpiarvjpiprpppp' * vsps*avep|p 

sanai •topnatly to** s s * «*U as*M effieiaatly aai 
aaa*s* i * * i l * grato s*0 aavaa. 
'̂ ^^p^p^pipvpp^ppaa^pappawp/ ^pppî ^pnppp ^p*'' P^ Pw^ppf^pperw 

Aista* v. ie*to*r* Prodi 

asid., 

» * * 
to order sf ton DepsrTasnt of Cisisar pstleu tnt resatog 
ths ato* af toe arttltog uaits toarstofm a sstoalitosd 
by a* era** af toe ssnssasjest* I* * gtvaa s i i sr ga* 
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field, say suasras** contracts aaa* between laod-
evawrs er l**a*lttls*rs ta tha ail ar aaa finli 
authority af taa previous oraar of tea ilipuawaut, 
without being subject to the objection that the 
t̂eê p̂vJEĴ  ê̂ â eaaaâ  â̂ â  ̂ env£ft̂ 4eae*â a5ê êpŝ s**sw5*ŝ eaV̂  ^̂ wtv?' aa^a^^aaea^E^^aaa^^ *PSP*W5 

obligation* of one* oostrasts.* 

g*eU aartiealarly cells atteatiem to toe fifty-three well urogram 

of toe third atom of isvulepasnt vhtob they ever was unconditionally applied 

by toe mm oa October i§, 19??, we ao aot agree with Shell'a cwlusioa 

that too spprevai aaa unconditional hat rather that it aaa aaaai aaaa supposi­

tion that toe kfhm&m spacing pattora had aaaa fiaaUy detamtoed. we tovite 

toe ffo**rt*elm*a review of toe subject letters oa this point, aainlj. Shall*» 

latter ***** October 28, iJJFf, letter froa finally dated October %, aai 

latter froa faiUtoa dated aoveeber k, being &^ibito Ux 12, 13, aai 16. 

Alee see totter dated Beesaasr 6? telegraas dated Psceaaer 2fe aai rNiiisatou 27, 

babbits 16, 19, sad 80, indicattog Carson Uait ^mopaset on as SwHaars 

unit bests. Attcnticc to farther directed to toe fact tost toe terns ef to* 

Carson wait Asrssasat specifically provide tost to* sgre****t to subject to 

to* orders, rules, aai resulatice* of toe CcettL&eioa. see Paragraphs 3 aad 9 

ef Agrees***. U* subait. tout to* coateatioa of Petition*? tout the (Mer 

violate* toe ebligatlon ef say contracts*! right is aaaslly without aerlt as 

the other potato raised by it . 

CtyBLhSMB CP M OWSSUOS f© OCC ROUS 
505 WLMtWb TO TBI UftTJB FACTOR SI TJBI 
AI34EA?S9B or PnwÛ flUB SI TJMIffLieABI£ 
TO TBS CAfSS AT 3ABD. 

furagispi 9 of toe Appl io*tion for Sst&ariag silages that Order 

Bb. a-1069-B to contrary to Pule m af too $sss*s*ts*»s Sales sag fteguls-

tions. Bui* 905 provide* a properties*! factor for sells on 9o acre spacing 

far vails b*low 5,000 feet. 

ILLEGIBLE 
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Xi seaes sppsrsni iron toe rssatog of iOU« 505 tbat, in ten first 

place, it sever mm totonsw*. and disss ant now mm$M for any ao-aore propor­

tional factor la pooia wham tas saata i ia§i is froa a to 5,000 fast. In taa 

ahaaaea of sar provision for a factor in sash a sool far ftp arc eaeetos. 

foil* l would M«a ts apply, fat* Sale i i sa foUews* 

**ac<arat or 8MJt& AiS) WS&jUi&Qm 

(a) fas fallowing Opasral Rwl̂ t of sts&cui&e sp­
irt IdftttrMi have asaa adostsd hr ton ail casssrvniisa 
nsspnrpppa<pj*pwnps» *nee>™ P* erepTPe* pnp^nsqp^wproa a^pr *nsvnp —JBSSSS *pepppF^pn» wwtmmHmm 

Ctoentoslaa as seessrre taa sntorel rssoursss of ths 
state af ass Msxios* ts at'spsat waste> aai to are* 
tsst cssrsiatirs righto af al l esnsrs of eruas ail 
pjus, sstsral gas. special rules, rsgulattaes sad 
orasra news base saa s i l l ss tossed, uasa rssairai 
snd shall prevail as against Oaeerel Snlee, itega-
latione saA Qrssrs if ia saaflist therewith, sow-
â seeahas 'laensWtp^w^9^Spft ^SMMB&P* p̂NBBM(pPpnw* ^wnaa^eMK PSS9 *jppr̂ fc PSPSPSSS^SLSWP^V^ 

with naaelnl mlsn haesaefar* er hereafter adanted* 
^ P P J P 1 P P * P J p P ^ ^ P a P ^ W P P J p l ^ P W ^ P J w ^ P P ^ 1 ^ ^ ^ ^ ^ ^ W W P T P P ^ ^ ^ P " ^ ^ ^ ^ ^ ^ p ^ ^ n p t ^ E ^ p p r P P P P P p P w l 

taaa* general Rules *H1 apply in each saaa. 
ap1 ^ ^8fe(B^ ^Sfpf9p9 l̂is^Pa)̂ epasp^ pfspf̂ '̂ ^p9Paaaâ & f̂t̂ lfî p̂â ^̂ p̂ ppeJpeaay ^P9^ p̂̂ fep̂ HH^ 

rules after notice aai bearing, when toe granting 
of sash wi i eut IIIIII will sat rsaalt to seats but 
wiH pnyieil correlative righto sr prevent annus 
mrmM»mm 

Easier thto Suis 1, even i f toerc sere sons factor proviso* to Hulc 505 for 

walls of this depth, certainly after notice and hearing, ths Ciasstasloa, upon 

apyi liatloo, can eetaljuisa aay rssjwashTs rales, lacludtog the allocation af 

production. 

It should also he noted that Sale 5^ (a) provides sa follows J 

"Use sliseatieo to sash pool shall to torn as pro­
rated ar distributed to toe reap ntivs uaita to 
eash pool to ac«orsaas« with toe proration plan 
of too particular peel, wbereby any audi plan ex­
ists. '4wre m prorstioa plaa estate, then toe 
pool sliossMoa shail as distributed or praattoi 
to toe respective taavgfual aad aoa-asrgiaal units 
therein as satorĵ toai hsrŝ aahore." 

TMa sesas to cont«^iate tost toe statewide rule with irefareace 

to si lopstton to appiiaaM* only tasre ass been as proration plan far * 

particular pool. 

ILLEGIBLE 
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Pstitiener** ê stenUoa at eetspael l« without aerit for the 

tost two of too aaasaUal si ssssiis of aetsppel srs lacking, naeely, 

osjr sots, tsŝ pssjs sr other iipiiiaeBtoUw or seeeeeisasjt of aay srAwrial 

fast asa* sr tos Owerteaioa to niaiemd tos Jbyplieeat to doing tost i t did 

sad, eeeondly, good fsito sa tos part of tos Petitioner to relying sysi 

ante, Hiwsugn or eeeasat of tos frssrtsstfwi. Tas auestion of ssee fsito has 

been fully cover** to rsiat I of thi* Brief, surely, petitioner doss ast 

dais aor do se attenpt to assart tost It so elates, tost tos nniiajmiisj 

aade say fsiss r«aro*eatotioi> or concealed aay sstertoi tost that eould have 

sialsd tos Petitioner. Petiiiensr did say, howrsar, at tos i uliiai lis: aa 

Harsh ljto, that tosy raited upon (frier to. 3-1069J aai further aanltted that 

they r«slised toe Order could he sltorsd, assailed sr aedlfled. 

There srs saay Sew Jtogfea decision* against Petitleaer's content­

ion that eetoypel saa bs aasarted agetost to* ctate to its wrote* af it* 

police power*. Per saaagAs, to mmmy*.nBtMmmf supra, ubare ths Seats under 

its polios poser ua* regulating the appropriation of water to answer to tos 

coeteetloa of watsnpsl said* 

«Psfssjflani slates tost tos action against hte to 
barred ea ground of eeteaasl by reason of laches 
on tos part af toe Artesian water mawrrtser who 
bad jsasaissg* af tos satosd saal syiitil. by ate to 
wasjsrtog ato native grass aad livestoci;. The 
plsiatiff (State) coatoaae that estaeawd aad 
isohe* to aat ram samteet to* Stat* to praveat its 
aetteg to a eovvjtsie&toi mmm%w sM ve agree 
with tote coateatioo." 3 6 5 3 

Oar Csnrt, te tos of 
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Flrt Thrift a I*sm iimwmim ** ..m**** 

upon Um sussttea of estoppel against the State where * corporstisn 

ectod upon reliaac* to ea Attorney general** ruling. Briefly, the feet* 

that the first Thrift a Lean Association iaeoraevatet under tb* Saw ieattae 

general corporation statobes taatead ef ia accord*** with toe banking incor­

poration statutes. Tear* later toe Attorney General brought aa injunction to 

prohibit thea froa eoadacttog to* banking business. Th* Aeeoolatlon benei 

lt* right to *e teeorperato wader th* general corporation etetotoe ead it* 

right to do banking buctoee* th*r«iader mm a aarto* of opiate** jreviously 

tesaed by th* Sew Hexico Attorney general** office whieh parportedly mm it 

toe right to conduct sueh business. Tae tesoctetios ooataniei toe Stat* 

should now be estopped to deny it toe right to do busiasas under its general 

charter because lt bad relied, aaaag other thing*, upon toe Attorney Ovnsrsi'e 

opinion. The Suprens Court «n*v*rei tote eontenttea by eeytegt 

"ttetever the effect of in* opinion* 
» * * to say event toe State essjast bs aetopped 
froa tha snareise af Its peltee paver. *A Stats 
cannot estop itself by grant or contract fren ths 
exercise of ths police power** Sanitary Btetrtet 
of Chisago v. United states, 3*6 9.S. 405, 6? 
358.* 

The Court than cited 

¥9*n bf OtUup r. Constant , 

aad iwanvrsus other satoorittes* 

ILLEGIBLE 
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XB. conclusion, by reason of the authorities shore sited snd ths 

ttstutes applicable, se respectfully submit that sons of ths contention* 

by Petitioner are well taken] that the Order eoafOainsi of OCC R-1069-B is 

reasonable, lawful aad Just aad tost the Caereiasion acted within lta power 

and authority by pronulgating the same and for the reason* haretofore stated 

the Order should be affinaed. 

Respectfully subaitted, 

SUHRAY mfr-comsm OIL oamm 
for itself ant oa behalf of 

mmuA mmsuam comxe 

mswL& CUL Am mamam oomm 

3RmsH-AiisaicAji on* msjocim co. 
SKELLI OIL CQKPAPY 

AMfum mmsum CCKPORATIOK 

and 

Hnu.m wssmim COMPASI 

BY sums, mm Am OXLSBSS* 

, Attorney 
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'.. BEFORE THE OIL CONSERVATION COMMISSION 

OP THE STATE OF HEW MEXICO 

IM THE MATTER OP THE APPLICATION ) 

OP SUHRAY MID-CONTINENT OIL COMPANY j CASE NO. 1308 

(BISTI FOOL SPACING SSHSARINQ). ) 

BRIEF 

This Brief ls submitted to supplement the application for 

rehearing filed by Shell Oil Company in this action. The applica­

tion for rehearing is directed to Order No. R-IO69-B of January 17, 

195B. 

A brief consideration of the facts established during the 

hearings ls necessary before considering ths legal consequences of 

the action taken by the Commission and by the applicant. 

As shown by Shell's rehearing Exhibits Nos. 1 and 2 at the 

Shell rehearing, 40-acre wells were drilled by Shell, the first 

commencing about the middle of August, 1957, and thereafter an 

additional well was drilled prior to October 9, 1957, which is the 

date of Order No. R-IO69. Between October 9 and November 4, 1957, 

four (4) 40-acre wells were commenced, and between November 4, 1957, 

which is the date of Ordsr No. R-IO69-A, and January 17, 1958, the 

date of Order No. R-IO69-B, eight (8) 40-acre wells were commenced, 

i s established at the hearing, the total cost of these fourteen 

wells to the applicant was $5^5,600.00, exclusive of lease faoilitie 

It was further established during ths hearings the Commission was 

officially advised of th* commencement of drilling of each of these 

wells on the regular Commission forms. 

The initial 40-acre wells drilled were, of course, drilled 

under the State-wide Rule No. 104, which had been in effect for 

many years. About August 5, 1957, Sunray Mid-Continent Oil Company 

applied for an exception to this State-wide Rule and the exception 
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was denied by Order Mo. R-1069; consequently the State-wide Rule 

remained in effect as theretofore. On November 4, 1957, Order No. 

R-IO69-A was issued which granted a rehearing to Sunray. This 

Order expressly recites that Order No. R-IO69 shall remain ln 

full force and effect, consequently it recites that the State-wide 

Rule shall remain In effect. The State-wide Rule remained in 

effect until Order No. R-IO69-B of January 17, I958, was issued. 

The facts developed at the hearing further show that the 

applicant drilled the 40-acre wells in reliance on the State-wide 

order of the Commission. None of the facts listed above are in 

any way controverted by the parties opposing the Shell rehearing. 

In this Brief, we would like to discuss four principal 

points and refer to other points raised in the application for 

rehearing. These points briefly are: 

First: Order No. R-IO69-B is retroactive ln effect and, 

consequently, violates the due proeess clause of the Constitution. 

Second: The action of the applicant in reliance on the 

orders of the Commission, coupled with the knowledge of the 

Commission that the wells were being drilled, invokes the doctrine 

of estoppel against the Commission to prevent it changing the 

regulations as they pertain to the wells already drilled.. 

Third: The action of the Commission in issuing Order No. 

R-IO69-B constitutes an impairment of the obligation of contracts; 

the contracts being those arising in and from the Carson Unit Agree 

ment. 

Fourth: The next points relate to the general matter of 

discrimination against the applicant in the issuance of the Order 

and other related points, 

ORDER NO. R-1069-B OF THE COMMISSION IS RETROACTIVE. 

—AND re mm tow OF- m DtCMocEss cum 
The New Mexico Oil Conservation Commission was created by 

the State Legislature as an administrative agency to which has 
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been delegated power to regulate development and production of I 
I 

oil and gas. The Commission has the express power to make rules, j 

regulations and orders (New Mexico Statutes 1943 Annotated, Section! 

65-3-H). 
The application for rehearing is concerned with the State- j 

i 

wide spacing Rule and the field-wide Rule R-IO69-B. These State- j 

wide and field-wide Rules probably have the force and effect of 

law. In any event, there is a penalty for the violation of such 

rules. We are dealing with rules, regulations and orders which 

do not merely interpret the statute, but which constitute an 

exercise of the delegated legislative power. 

The power here exercised and the acts performed do not 

involve adjudication of rights. The regulations here are prescrib­

ed by the Commission pursuant to a specific delegation of power 

as above indicated. This type of regulations prescribes for the 

future within the scope of the standards set down by the Legislator* 

and the rules are of general application. 

The Supreme Court of Mew Mexico has made the distinction 

between administrative proceedings which determine policy and 

those whieh adjudicate rights. This distinction ls made ln 

Phillips vs. City of Albuquerque, 60 M.M. 1, 287 P. (2d) 77. 

This case dealt with the question of notice to be given to parties 

concerned in an administrative proceeding and the Court defines 

legislative proceedings as those involving a determination of 

policy rather than an adjudication of rights. This distinction 

is of great importance in considering the matters involved in 

this hearing. 

The Supreme Court of Mew Mexico has also held an administra­

tive agency performing functions similar to those involved in this 

hearing was exercising a legislative function. This case ls 

Continental Bus System vs. State Corporation Commission, 56 N.M. 

158, 241 P. (2d) 829. The case involved the issuance of a 

3. 
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certificate of public convenience and necessity to a bus company. 

The Court there said: 

"The State Corporation Commission in these 
matters is an administrative board exercising a 
legislative function *••." 

We believe that this Is a necessary and reasonable distinc­

tion ln the analysis of the functions of an administrative agency 

to distinguish between legislative and judicial powers and acts. 

If a delegation of authority to the Oil Conservation Commission 

is valid, it must be limited to the exercise of legislative 

functions. This distinction between functions of an administrative 

agency is especially Important in the State of New Mexico where 

the matter of delegation of judicial powers has been very severely 

curtailed. This strict rule is especially apparent in the recent 

case of Hovey Concrete Products Company va. Mechew, 63 N.M. 250, 

316 P. (2d) IO69. In this case, the New Mexico Supreme Court 

struck down the creation of an administrative agency on the ground 

that i t could exercise judicial functions. In so doing, the Court 

regarded i t as being In conflict with Section 1, Article 6 of the 

New Mexico Constitution. The Court said: 

"Here the Legislature has attempted to 
create an executive agency, clothed i t with 
judicial power, on a parity with district courts, 
and Invested l t with state-wide jurisdiction. 
This cannot be done." 

Thus, in the matter we are now considering, i f the acts creating 

this Commission are valid, i t must be exercising a legislative 

function and not a judicial function. 

Since New Mexico is very strict in Its construction of the 

delegation of powers by the Legislature, we do not feel that the 

case of State vs. Bond. 172 Okla. 415, 45 p. (2d) 712, which was 

cited by those opposing the rehearing, ls applicable. This case 

related to a cancellation of under-production, and the Court there 

said in part: 

*»*•# to exercise discretion, judicial in nature, 
and to make and modify its orders ***." 

4. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

The Court further says, at page 715, with regard to the under­

production in question: 

"It was not accumulated then through any 
reliance upon any order of the Conmission, nor 
did i t accumulate under any provisions of the 
act, for there was none,w 

The parties opposing the application further cite the case 

of Rleckhoff vs. Consolidated Gas Co., 123 Mont. 555, 217 P. (2d) 

1076, This case again concerns parties involved in private 

litigation and the position of parties during an appeal of a 

case in Court. This, again, ls an entirely different question. 

Other cases which relate to the exercise of judicial func­

tions which are permitted in other States and which are permitted 

by some Federal agencies cannot be regarded as pertinent in this 

situation. This distinction between legislative and judicial 

functions must always be borne in mind in considering the cases 

on this subject and ln any analysis of the powers and duties of 

the New Mexico Oil Conservation Commission. The Legislature, or 

any agency to which legislative powers have been delegated, cannot 

issue retroactive rules, laws or regulations, for to do so is to 

take property without due process of law. 

We believe that i t is apparent without the citation of 

authority that the exercise of a delegated legislative power 

is subject to the same limitations as imposed on the Legislature 

itself, which delegated the authority. 

Thus, if the Legislature cannot do so, this Commission 

cannot issue an order or rule which has the force and effect 

of a law and which has a retroactive effect, to deprive a party 

of its property. This basic problem of retroactive regulations 

has been considered in other States and by the United States 

Supreme Court. 

As we have seen from the brief description of the Orders 

which are concerned in this case, they are of general application 
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and, in fact, the Orders under which the wells were drilled are 

of State-wide application; consequently, i t is more apparent in 

this case than in the usual situation that the natter here 

concerned is one of legislative character. Certainly these 

rules are of general application end do not, by any stretch of 

the imagination, constitute an adjudication of rights or an 

Interpretation of any statute, and cases involving such matters 

cannot be considered at a l l applicable in this case. Next, to 

consider some cases involving the same principle as ia here con­

cerned in other jurisdictions: 

In the ease entitled Utah Hotel Company vs. Industrial 

Commission, 107 Utah 24, 151 P. (2d) 467, 153 A.L.R. 1176, the 

question Involved was whether the hotel had to contribute to 

the unemployment compensation fund. The Court drew the distinc­

tion between acts or orders of an administrative board which only 

interpret and those which are legislative. Those which are made 

pursuant to an express delegation of legislative power and which 

prescribe for the future a rule of general application are con­

sidered legislative. The Court Indicates that the different 

types of acts and orders are reviewed differently, and that the 

distinction is otherwise important. 

In the case of Helverlng vs. R. J v Reynolds Tobacco Company, 

306, U.S. 110, 83 L. Ed. 536, the United States Supreme Court 

considered the appliestion of income tax laws to the sale by a 

corporation of Its own stock. The corporation had acted under a 

Treasury Regulation which was later amended. Following issuance 

of the original regulation. Congress re-enacted the Revenue Act. 

The Court felt that a regulation by virtue of the re-enactment had 

the force of law and, further, that Congress did not intend to 

authorize the Treasury Department to repeal the rule of law 

during the period during which the tax was imposed. This problem 

considered by the United States Supreme Court Is somewhat similar 

6. 
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in principle to tbe matter involved ln this hearing. And we believe 

that the Commission does not have authority to repeal the "rule of 

law" which was In effect and which existed during the period thst 

the applicant did the drilling In reliance thereon. The Helvering 

case has been very fully treated by a number of writers. These 

Include articles appearing st 49 Yale Law Journal, Page 660, 40 

Columbia L.R., Page 252, 88 U. Pa. L. H., Page 556, and 54 Harv. 

L. R. 377, 398, 1311. The danger of permitting administrative 

agencies to issue retroactive regulations and orders is treated 

in 29 Qa. L.J., Page 1. 

With further reference to the question raised by the case 

of Helvering vs. R. J. Reynolds Tobacco Company, the writer of the 

article entitled "Treasury Regulations and the wilshire Oil Case," 

appearing at 40 Columbia L. R., Page 252, summarises ss followss 

"The power to change legislative regulations 
offers no serious difficulties. So long as the 
delegsted legislative power Is In effect, there 
should be no doubt thst authority exists to amend 
prospectively, subject, of course, to the limita­
tion that the amended regulation shall be reason­
able, and within the granted power. Re-enactment 
of the section containing sueh a power, moreover, 
constitutes a new grant of the power to make re­
gulations, and should be conclusive of the issue, 
Mew Problems and constantly changing conditions 
require prospective amendments. A retroactive 
amendment of legislative regulations, however, 
stands on 2 different footing. The retroactive 
application of sn amendment of a legislative 
regulation, precisely as in the esse of the 
retroactive application of a statute, should be 
avoided; and, as ln the case of a statute, an 
amendment of a legislative regulation should be 
construed if at all possible to have prospective 
application only. As a matter of policy, an 
administrative official should not have power 
to amend retroactively a legislative regulation 
adverse to the Individual. As a matter of law, 
it would seem sound to require specific statut­
ory authority. In any event, any attempt by 
Congress to delegate sueh a power to an adminis­
trative official would necessarily be subject to 
the same rigid limitations which the due process 
clause imposes upon retroactive legislation by 
Congress. Axlomatically, Congress can delegate 
no greater power than It itself possesses." 

7. 
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The matter haa also been considered at some length by the 

Supreme Court in the case of Arizona Grocery Company vs. A.T.S.P. 

Railroad, 284 U.S. 370, 76 L. Ed. 348. This case concerned rates 

for shipments Imposed by the Interstate Commerce Commission and 

also the matter of award of reparations under such approved rates. 

The Court here made the following significant statement (76 L. Ed. 

356): 

*The Commission's error arose from a failure 
to recognize that when l t prescribed a maximum 
reasonable rate for the future i t was performing 
a legislative function, and that when it was sitting 
to award reparation i t was sitting for a purpose 
judicial in its nature. In the second capacity, while 
not bound by the rule of rap Judicata, It was bound to 
recognise the validity of the rule of conduct prescrib­
ed by l t and not to repeal its own enactment with retro­
active effect. I t could repeal the order as i t affected 
future action, and substitute a new rule of conduct as 
often as occasion might require, but this was obviously 
the limit of its pcwer, as of that of the legislature 
itself." 

The California District Court of Appeals, in the case of 

Strother vs. P. Q. & E., 9̂  Cal. App. (2d) 525, 211 P. (2d) 624, 

refused to give retroactive effect to a Civil Aeronautics Authority 

rule relating to notice of Intention to erect poles and wires near 

an airport, and again the Supreme Court of Florida, In the case of 

York vs. State ex rel Schwaid. 10 S. (2d) 813, refused to give 

retroactive effect to certain action of the Dental Board ln the 

issuance of a license. The Court said, at Page 815* 

"Administrative regulations are binding on 
those affected by them only when promulgated ln 
due course. They will not be permitted to be 
used In ex post facto as charged In this case." 

In the annotation appearing at 153 A.L.R. 1188, the writer 

considers this problem briefly and clearly sets forth the distinc­

tion between legislative and interpretive regulations issued by 

administrative agencies. 

The Supreme Court of Washington, in the case of Hansen 

Packing Company vs. City of Seattle. 48 Wash. (2d) 737, 296 P. 

3. 



(2d) 670, concerned itself with an assessment of excise taxes. 

The case involved administrative rulings and acta of the City 

authorities. The Court said in part, at Page 675: 

"An administrative agency may not retro­
actively impeach itself on general rules because 
of asserted errors of fact, judgment or discretion 
on its own part. If i t were permissible for a 
taxing agency to challenge years later, such rules 
promulgated by its own enforcement agency, taxpayers 
would never be able to close their books with assur­
ance ." 

..e feel that the same considerations apply in thia matter, and 

operators in this situation would never have any assurance that 

when proceeding with a development plan, there might be a change 

of mind by the regulatory authorities causing them a large loss 

of Investment. 

One of the more Interesting cases on this point Is the 

case of Hercules Powder Company vs. State Board of Equalization, 

66 a'yo. 268, 208 P. (2d) IO96. In this case, the Supreme Court 

of -yoming considered an assessment for sales taxea against the 

powder company. It does not seem necessary to quote from this 

case ln detail, but to note that the Court found that as a general 

proposition, regulations of administrative agencies should be 

compared to judgments of a court of final appeal. We would, 

however, like to make the following quotation from the opinion 

(208 P. (2d) 1112)t 

"The editorial comment concerning the conduct 
of administrative agencies In the note In 153 
A.L.R. 1194 appears to us as not only practically 
sound but also In accord with whst ls just and 
fair. That comment points out that: 

"'In view of the important part played by 
administrative agencies in modern l i f e , and 
their expertness and wide experience in matters 
confided to their administration, i t is believed 
that as a general proposition their regulations should, 
as concerns the effect of a retroactive change, be 
likened to judgments of a court of final appeal, 
rather than to judgments of a t r i a l court, parti­
cularly if l t is taken Into consideration that the 
Individual citizen has practically no choice in 
carrying on activities ln reliance upon such 
regulations, prior to their being sanctioned by 
judicial decision.* 

9. 
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"To this may we add briefly that there is no 
good reason in this day and era that we can per­
ceive why the agencies of the state - unless 
clearly by statute commanded to act otherwise -
should not be held to the same standards of 
morality, equity and fair dealing thst are ex­
pected by the established courts of the land 
from the citizenry of the several states." 

There is no question that rights of parties which have been 

established pursuant to a Judgment may not be divested by sub­

sequent legislative action. Missenglll va. Downs. 7 How. 758, 

12 L. Ed. 903. McCullough vs. Commonwealth of Virginia. 172 U.S. 

102, 43 L. Ed. 382. 

Thus, we notice that under a variety of circumstances and 

in a number of separate Jurisdictions, the Courts have felt that 

regulations of the type which we are here considering should not 

be given retroactive effect. 

We have considered In thia Brief a variety of cases in 

order to show that the principle is of universal application, 

whether oil or any other subject of governmental regulation is 

concerned. We again point out the general application and 

prospective effect of the State-wide orders under which the 

action by the applicant was taken. 

Mo one is arguing In this case that the Commission does 

not have the power to change its rules and regulations. Shell 

is the first one to recognize such power and freedom on the part 

of the Commission to regulate the oil and gas production and 

development in Mew Iiexico. Such power is necessary for the 

proper functioning of the Commission In its mission to promote 

conservation) however, It Is equally apparent that when an 

operator has acted ln accordance with the requirements of the 

Commission's regulations. If the Commission feels that they 

should be changed for the future, this operator should not be 

penalized thereby. The new rules and regulations should look 

only to the future and should not attempt to affect the action 

10. 
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taken under the old rules. In any situation of this nature 

and in any statute, provision is made to protect those who 

have rights acquired under the old regulations. Thia applies 

in any situation, not only in this spacing case or any other 

spacing case, but i t can apply to casing regulations, tankage 

and anydther production or development activity that has been 

carried on by any producer in the State of Sew Mexico. The 

Commission heretofore has recognized the fact that Its rules 

when changed must only relate to the future, and this is done 

in the same Rule No. 104 which ls under discussion ln this 

case. In sub-section (k), the Rule states: "The provisions 

of (1) and (J) above shall apply only to wells completed after 

the effective date of this rule. Nothing herein contained 

shall affect in any manner any well completed prior to the 

effective date of this Rule, and no adjustment shall be made 

ln the allowable production for any such wells by reason of 

these Rules." 

Thus, we notice that in the adoption of Rule 104, express 

provision was made to recognize the existing rights. The same 

must be done In the case we are now considering. AE S matter 

of principle, law and everyday fairness, orders should not be 

given retroactive effect to penalize in any manner persons who 

have in good faith relied upon previous regulations and policy 

of the same agency. 

THE APPLICANT HAD ACQUIRES VESTED PROPERTY RIGHTS. 

In the application for rehearing tbe applicant sets out 

in some detail the fact that l t had acquired vested property 

rights by reason of the drilling of wells pursuant to the 

requirements of the State-wide spacing rules. These rules 

not only permitted but required the spacing which was followed 

by the applicant. The applicant in such spacing acquired this 

vested right to a full unit allowable. It was entitled to such 

11. 
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a full unit at the time the wells were commenced and it Is s t i l l 

entitled to such a property right. Under this point we will 

discuss the cases which clearly hold that the applicant did 

acquire such a right and that it aay not be taken away by the 

action of the Commission. First to consider what is a vested 

right under our laws: 

In the case of Rubaloava vs. Qarst. 53 N.M. 295, 206 

P. (2d) 115^, the New Mexico Supreme Court had occasion to 

consider tbe nature of vested rights. In this case the court was 

called upon to determine whether a 1947 enactment, requiring that 

a claim against a decedent's estate to impose a trust or equitable 

Interest therein must be based upon an agreement ln writing, 

would be applicable to a claim based upon an oral agreement which 

arose prior to 1947* In concluding that the statute would violate 

vested rights i f i t were to be applied retroactively to claims 

which originated prior to the date of its enactment, the court 

stated: 

• "A 'vested right' is the power to do certain 
actions or possess certain things lawfully, and ls 
substantially a property right, and may be created 
either by common law, by statute, or by contract. 
And when i t has been once created, and has become 
absolute, i t Is protected froa the Invasion of the 
Legislature by those provisions In the Constitution 
which apply to such rights. And a failure to exercise 
a vested right before the passage of a subsequent 
statute, which seeks to divest I t , ln no way affects 
or lessens that right."» 

and also noted: 

1"•••upon principle, every statute, which takes 
away or impairs vested rights acquired under 
existing laws, or creates a new obligation, 
imposes a new duty, or attaches a new disability, 
in respect to transactions or considerations 
already past, must be deemed retrospective.* * 

This matter of the duration of vested rights in spacing 

has not received the attention of the courts in many cases. We 

are unable to find any expression of opinion by courts of any 

state except in Texas. This Is a very important factor in this 

12. 
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particular case and this point constitutes an independent ground 

for invalidity of Order No. R-IO69-S. As has been demonstrated 

during the previous hearings the petitioner drilled a number of 

wells on 40-acre tracts and has acquired property rights which i t 

is entitled to have protected, 

This matter of vested rights and spacing has been considered 

by the Court of Civil Appeals of Texas in the case of Chenoweth 

vs. Railroad Commission, 184 s.w. (2d) 711. This case was a 

so-called Rule 37 case and concerned the changes in the Texas 

Spacing Rule Number 37. The Court, in a detailed opinion, held 

that when an owner or operator invests money and drills a well 

in keeping with an existing valid order of the Railroad Commission 

he acquires property rights thereby, and further that such operator 

is entitled to have those rights protected as against subsequent 

changes ln the Rule by the Commiseion, The Conrt in thia case at 

Page 715 stated} 

"It ls settled law that when an owner or operator 
Invests his money and drills a well in keeping with an 
existing valid order of the Commission he acquires 
property rights which he is entitled to have protected. 
The most common instance In such cases Is where an owner 
has drilled his tract to a density authorized by the old 
oil spacing provisions of 150-300 feet. Change of the 
spacings to 330-660 feet cannot operate to destroy his 
property rights legally acquired In the wells already 
drilled under the former spacing provisions." 

In this case the Court and the parties were clear that no 

one waa asserting any vested rights as against the proration 

of the output of the wells concerned. Likewise the applicant in 

this case makes no contention that i t has vested rights to the 

continuation of any particular proration. However, i t is clear 

that the applicant cannot be discriminated against as regards other 

producers in the same field by this proration. 

As ln the Chenoweth case, the applicant here acquired a 

vested right in the spacing of its wells which were drilled under 

valid existing orders of the Commission. 

1-?. 
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The Texas Court In the ease of Atlantic Refining Company 

vs. Qulf Land Company, 122 S.w. (2d) 197, considered another 

spacing case under the Rule 37 and again recognized that there 

is a vested right entitled to protection. In this case the Court 

carefully considers the particular spacing rule that was in effect 

at the various times concerned. Thus in this case, as ln other 

Texas cases, the Courts are careful to protect the vested rights 

of the parties under such circumstances. We notice also that at 

one time the Texas Spacing Rule 37 made reference expressly to 

vested rights. There was, consequently, a clear recognition of 

such rights Incorporated In the Rule itself. 

In the case of Humble Oil & Refining Co. vs. Railroad 

Commission, 9* S.W. (2d) 1197, the Court of Civil Appeals again 

considered a spacing case and again the Court refers to the danger 

of destroying property rights if the Commission ls not required to 

recognize the creation and vesting of rights under the Spacing 

Rule. At Page II98 the Court made tbe following statement: 

"It requires no departure from the rules laid down 
ln those cases to sustain the action of the commission 
ln the instant case. I t is true that when the permit 
here attacked was granted, i t required an exception 
to rule 37 aa thst rule existed when said permit was 
granted. At that tims the spacing provisions required 
were 466-933 faat. But at the time the 2.5 acres were 
segregated, spacings under said rule of only 150-300 
feet were required. A subsequent amendment to such 
spacing rule should not, however, be peraitted to 
destroy a property right duly acquired in keeping with 
the provisions of such rule as they existed at the time 
such property was so acquired. And the right to develop 
said 2.5 acre tract should be determined, we think by 
the provisions of rule 37 as they applied at the time 
the tract In question was segregated. Otherwise, an 
amendment to such rule, by Increasing suoh spacings 
between wells, would in effect work a confiscation of 
vested property rights legally acquired in good faith 
and in keeping with such rule." 

The parties opposing the application cite the cases of 

Alston vs. Southern Production Co. 207 LA. 370, 20 So. (2d) 383, 

and Texas Trading Co. vs. Stanolind 011 & Oaa Co. 161 S#. (2d) 146, 

as applicable to the vested rights issued Involved In this rehearin 

14. 
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The former case arose from sn action between private 

parties to cancel oil and gas leases because of Improper royalty 

payments. The defense was that royalties were paid in accordance 

with an order of the Commission Increasing the size of gas drilling 

unite. The decision was predicated upon the fact that the govern­

ment had promulgated a wartime order which provided "NO material 

may be used for the drilling of any oil well on less than 40 acres, 

or any gas well on less than 640 acres". The courtconcluded that 

the Commission's authority was subordinate to that of the Federal 

Government during the emergency caused by war and that, accordingly, 

the size of the drilling unit must conform to that prescribed by 

such wartime emergency order. 

The latter decision involved a Rule 37 case where the 

operator was contending that i t acquired a vested right ln the 

spacing rule in existence at the time i t acquired its lease. As 

previously mentioned, Shell is not contending that l t acquired a 

vested right in spacing rules as they existed at the time i t 

acquired its leases in the Carson Bisti Area, or at any other 

timo, nor that the Commission may not amend such rules insofar 

as future wells are concerned. However, any such amendment 

must not penalize Shell as to wells previously drilled under prior 

rules. Thus it is obvious that neither of these decisions is 

applicable to the instant situation. 

It would not seem necessary to cite further authorities 

on the treatment of this matter in Texas, and there is no reason 

why vested property rights should not be protected in the same 

manner In Mew Mexico. The applicant in this instance clearly 

acquired such rights by the drilling of the wells which has been 

brought to the attention of the Commission. As in the considera­

tion of the doctrine of estoppel i t should be borne in mind that 

the Commission was advised and had knowledge of the drilling 

being conducted by the petitioner. 

15. 
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At the time the 40-acre wells in question were drilled 

they were each entitled to the same allowable as adjoining 

80-acre competitor wells. Under Order R-IO69-B, such 40-aere 

wells are discriminated against and given half the allowables 

of 80-acre wells which were drilled to the same depth. The net 

effect of Order R-IO69-B is to deprive the petitioner of any 

allowables for fourteen (14) of its 40-aere wells drilled in 

accordance with State-wide rules, confirmed by orders of the 

Commission. It is no answer to say, as does the Commission's 

memorandum 3-58 of January 17, 1956, that such wells will be 

permitted to produce a l l or a portion of the allowable given 

petitioner's well on sn adjoining 40-aere location. The fact 

remains that fourteen (14) of these 40-acre wells will not 

earn any additional allowables under Order R-IO69-B. The 

result is the same as if this order had required that these 

fourteen (14) wells be entirely shut in for a one-year period. 

As Indicated under State-wide Rule 104 the 40-acre 

spacing was proper snd was in fact required. This State-wide 

rule was not affected by Order Mo. R-IO69 which only served to 

refuse an exception to the rule. Also, as we have noted above, 

Order Mo. R-IO69-A of November 4, 1957 likewise confirmed the 

applicability of the State-wide rules, and such State-wide rules 

were consequently in effect until January 17, 1958 when Order 

Mo. R-IO69-B was Issued. Thia order of January 17 i s , of course, 

the one which purports to affect the vested property rights of 

the applicant. e feel for this reason alone that the order is 

invalid and should be set aside. 

IMPAIRMENT Of OBLIGATION OP CONTRACTS 

In the application for rehearing, petitioner also pointed 

out that Order R-IO69-B violates the provisions of Section 10, 

Article I of the United States Constitution and Section 19 of 

Article 2 of the Constitution of the State of Mew Mexico relating t 
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impairment of obligations of contracts, Since the principles of 

law Involved are well established, i t is not necessary to review 

them at great length, However, It is Interesting to note that 

tfte Supreme Court of the United States has held that orders of 

State commissions or other State agencies, exercising delegated 

authority which is legislative in character, constitute "laws" 

within the meaning of these constitutional prohibitions, grand 

Trunk western Railway Company vs. Railroad Commission of Indiana, 

221 U.S. 400, 55 I*. Ed. 736; Prentie vs. Atlantic Coast Line 

Railroad Company, 211 U.S. 210, 53 L. Ed. 150. 

The contract involved in this situation is , of course, 

the Carson Unit Agreement which was established during the course 

of the hearings, The Unit Agreement contemplates supplemental 

plans of development which become a part of the contract obliga­

tions- The testimony end evidence established that the third 

supplemental plan provided for the drilling of forty acre unit 

wells, This point, of course, concerns only those wells within 

the Carson Unit Area, 

In the case of Rubalcava vs. Qarst, the Supreme Court of 

New Mexico quoted with approval the following statement from 

Volume 1, Cooley's Constitutional Limitations, 3 Ed., Page 583! 

"•The obligstion of a contract,' It is said, 'consists 
in its binding force on the party who makes l t . This 
depends on the laws in existence when it is made; these 
are necessarily referred to in a l l contracts, and form­
ing a part of them as the measure of the obligation to 
perform then by the one party, and the right acquired 
by the other. There can be no other standard by which 
to ascertain the extent of either, than that which the 
terms of the contract indicate, according to their 
settled legal meaning; when i t becomes consummated, 
the law defines the duty and the right, compels one 
party to perform the thing contracted for, and gives 
the other a right to enforce the performance by the 
remedies thea in force. I f any subsequent law affect 
to diminish the duty or to Impair the right, i t neces­
sarily bears on tbe obligation of the contract, in favor 
of one party, to the injury;of the otherj hence any law 
which in its operations amounts to a denial or obstruc­
tion of the rights accruing by a contract, though pro­
fessing to act only on the remedy, is directly obnoxious 
to the prohibition of the Constitution.'" 

17. 
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The three (3) 40-aere wells Included in the aforementioned 

third supplemental plan of development, which have been drilled 

pursuant to the Carson Unit Agreement, were drilled when the 

State-wide 40-acre spacing and proration rules were in full 

force and effect. Consequently each of these 40-acre wells was 

entitled to a full unit allowable at the time i t was drilled. 

The United States Geological Survey, the Commissioner of Public 

Lands and the State Oil Conservation Commission were aware that 

Shell's assumption of the obligation to d r i l l 40-acre wells under 

such plan of development waa baaed upon the State-wide rules under 

which a full unit allowable would be granted to each 40-acre well. 

Under Order R-IO69-B, the three {3) 40-acre wells will receive 

one-half of the allowable given wells drilled to the same depth 

on adjoining competitor lands on an 80-acre spacing pattern. 

It is obvious that under Order R-IO69-B performance of Shell's 

obligations under the third supplemental plan of development 

will be burdensome and onerous in that the wells will receive one 

half of the allowable that they would have received at the time 

of approval of this plan of development pursuant to which they 

were drilled. In the above quoted language of Rubalcava vs. Oarst. 

Order R-IO69-B clearly amounts to a "denial or obstruction" of 

"the right" to a full unit allowable which existed at the time of 

creation of the contract arising from approval of the Carson Unit 

Agreement and such plan of development and, therefore, impairs 

obligations of contracts contrary to the above-mentioned con­

stitutional prohibitions contained in the United States Conatituti 

and the Constitution of tbe State of Hew Mexico. 

THS Qomissim m ESTOPPED BY 
ITS ACTZCi FROM T3jg &SWCE OF ORDER 

•9- B-i6$9-* 
In the application of Shell Oil Company for rehearing, 

reference is made to the drilling of wells In good faith in 

reliance on the existing orders of the Commission and with the 
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further statement that as a matter of equity and Justice, the 

Commission is estopped from establishing spacing and proration uniti 

which discriminate against the applicant's wells so drilled. 

As we noticed above, i t was established at the hearings, 

and not controverted, that the wells in question were drilled in 

reliance upon the State-wide order of the Commission. It was 

further established that the Commission had knowledge that these 

wells were being so drilled, by reason of tbe official notice 

forms furnished to the Commission, and we have also seen that 

the order granting the rehearing expressly provided that the 

State-wide rule would not be altered. Thus, a l l action was 

taken pursuant to and in reliance upon the State-wide orders 

of the Commission. 

The parties opposing this application have cited the 

New Mexico Supreme Court decision of Chambers vs. Besaent. 17 

N.M, 487, 134 Pac. 237, as setting forth the elements of 

equitable estoppel: 

"(1) There must be conduct — acts, language 
or silence — amounting to a representation or 
concealment of material facts. (2) These must 
be known to the party estopped at the time of 
his said conduct, or at least the circumstances 
must be such that knowledge of them is neces­
sarily imputed to him. (3) The truth concem-
int these facts must be unknown to either party 
claiming the benefit of the estoppel at the time 
when such conduct was done and st the time when 
lt was acted upon by him. (4) The conduct must 
be done with tbe intention, or at least with the 
expectation, that i t will be acted upon by the 
other party, or under sueh circumstances that i t 
la both natural and proper that i t will be acted 
upon. (5) The conduct must be relied upon by the 
other party, and. thus relying, he must be led to 
act upon i t . (6) He must in fact act upon i t 
ln such a manner as to change his position for the 
worse; in other words, i f he must so act that he 
would suffer a loss i f he were compelled to sur­
render or forego or alter what he has done by reason 
of the f i r s t party being permitted to repudiate 
his conduct and to assert rights consistent with 
i t . " 

In discussing this New Mexico decision the United States 

Court of Appeals for the Tenth Circuit in the case of Houtz vs. 

19. 
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General Bonding & Insurance Co.. 235 Fed. (2d) 591, at Page 597, 

coomented: 

"In Chamber® vs. fleesent, 17 N.M. 487, 134 P. 237, 
the Mew Mexico Court set out in great detail the 
elements necessary to bring into play equitable 
estoppel. Reduced to simple terms, its holding, 
consistent with the general holding of other eourts, 
is that equitable estoppel results from a course of 
conduct which precludes one from asserting rights he 
otherwise might assert against one who has in good 
faith relied upon such conduct to hla detriment. The 
court did not hold that actual knowledge of facts must 
be had by one relying thereon for estoppel." 

However, l t is readily apparent that a l l of the elements set 

forth in Chambers vs. Beasent are present in this ease. Following 

the corresponding numerical sequenee in that case, they may be 

briefly summarised as follows: 

1. The acts or representations of the Commission, which 

constitute the basis for estoppel*consist of the issuance of 

Orders R-IOC9 and R-IO69-A, which provide for continuation of 

State-wide 40-aere spacing and proration rules. Such representa­

tions were supplemented by the actual establishment of 40-aere 

proration units in the Carson-Bisti Area far the months of December 

of 1957 and January of 1958. 

2. The Mew Mexico Oil Conservation Commission was at a l l 

times aware of the fact that 40-acre wells were being drilled by 

Shell, and of the further fact that sueh wells were being drilled 

on the basis that they would receive a full unit allowable in 

accordance with existing State-wide rules. 

3. Shell did not at any time prior to January 17, 1958, 

receive information indicating, nor did i t have reason to believe 

that, the Commission would Issue a retrospective order purporting 

to nullify the provisions of prior Orders R-IO69 and R-IO69-A, 

that State-wide rules would remain in full force and effeet until 

changed; under Order R-IO69-B such provisions of R-IO69 and R-IO69-

were treated as i f nonexistent. 

4. The Commission, in providing for continuation of 
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State-wide rules under Orders R-IO69 and R-IO69-A, knew that Shell 

would proceed with its 4o-acre development program in rellanoe 

upon the State-wide rules. As previously noted, oopies of its 

notices of intention to d r i l l each of the 40-aere wells in question 

were filed with the State of Mew Mexico. 

5, As established by the uncontroverted testimony in the 

rehearing. Shell drilled the 40-acre wells in question In reliance 

upon State-wide 40-acre rules as affirmed by Orders R-IO69 and 

R-IO69-A. 

6. As a result Shell expended in excess of $565,600.00 

in drilling fourteen (14) 40-acre wells which, under Order R-1069-B, 

will earn no additional allowable whatsoever. 

This is the doctrine of estoppel. There is no question 

whatever of its application as between private Individuals, and 

there is l i t t l e question under modern authorities for its 

application against Governmental agencies. 

There is a general consideration of the application of 

the doctrine as to Governmental agenelea In 1 A.L.R. (2d) at 

Page 346. At this place, the following rule is set forth: 

"Assuming, however, the presence of a l l the prerequi­
sites for the application of the doctrine of estoppel 
as between individuals, under some circumstances the 
public or the United States or the State may be held 
estopped if an individual would have been held estopped; 
as whan acting In a proprietary or contractual capacity; 
or when the aets of its public officials alleged to 
constitute the ground of estoppel are done ln the 
exercise of powers expressly conferred by law, and 
when acting within the scope of their authority," 

There are few decisions in the State of Mew Mexico 

concerning the application of the doctrine to Governmental 

agencies; however, In the ease of City of Carlsbad va. Meal, 

56 N.M. 465, 245 P. (2d) 384, the Court considered the matter 

and held that the doctrine should be applied against a municipality. 

This case constitutes a clear holding that the doctrine will be 

applied against Governmental agencies. This ease concerned the 

21. 



dedication of a street, the City bringing an action against an 

Individual to recover possession of land claimed to be part of a 

street. The Court stated, with reference to the setter of 

estoppel, at Page 389? 

"With regard to the estoppel question, it has been 
generally held that the doctrine of equitable estop­
pel may be Invoked against the public depending upon 
the circumstances of the particular ease and the 
requirements of justice and that, under certain cir­
cumstances, a municipality may be estopped from assert­
ing that i t owns a street or from opening and accept­
ing a street although it has been previously dedicated 
to the use of the public* See the annotations on this 
subject in 171 A.L.R., Pgs. 9$ to l ? l . w 

"But, as stated In the case of Dabney v. City of 
Portland, 124 Or. 54, 263 P. 386, 380* **© hard 
and fixed rule can be stated for determining when 
this principle should be applied. Each case must be 
considered in the light of its own particular facta 
and circumstances.• And, in order that an estoppel 
may arise, there must be inequitable conduct on the 
part of the city, and irreparable injury to parties 
honestly and in good faith acting in reliance thereon," 

we feel that this doctrine ls entirely applicable to the 

situation in which Shell Oil Company finds itself in this hearing. 

The previous cases In Hew Mexico, whieh are Rosa vs. Daniel, 53 

N.M. 70, 201 P. (2d) 993, and Durell vs. Miles. 53 N.M. 264, 206 P. 

(2d) 547, recognise the existence of the doctrine, but do not 

present a clear holding on the point as does City of Carlsbad vs. 

Neal. 

This matter has, of course, been considered in other States 

It has received considerable attention in the State of California. 

In the case of Market Street Railway Company vs. California State 

Board. 137 Csi, App. (2d) 87, 290 P. (2d) 20, the Court was 

concerned with an action brought by a street railway company to 

recover sales tax. In this instance, when the company sold its 

properties, the State Board of Equalization had in effect a 

ruling that a bulk sale of property was not subject to the 

sales tax. During the course of the liquidation of the company, 

the Board changed its rule. The Court held that the Board was 

22. 
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estopped and could not collect penalty and interest, tbe Court 

thereby deciding that under proper circumstances, estoppel can be 

applied against a Governmental agency, and the Court, with refer­

ence to this point, made the following statement: 

"As was said in Baird v. City of Fresno, 97 Cal. 
App. (2d) 336, 3*2, 217 P. (2d) 681, 685s 'Ordinarily 
a governmental agency may not be estopped by the 
conduct of its officers and employees but there are 
many instances in which an equitable estoppel ln 
fact will run against the government where Justice and 
right require i t . ' . See for a good discussion. Farre11 
v. County of Placer, 23 Cal (2d) 624, 145 P- (2d) 570, 
153 A.L.R. 323. In Cruise v. City and County of San 
Francisco, 101 Cal. App, (2d) 558, 565, 225 P. (2d) 
988, 993, this court had the following comment to 
make: 'Whether an estoppel exists against the govern­
ment should be tested generally by the same rules 
as those applicable to private persons. The govern­
ment should not be permitted to avoid liability by 
tactics that would never be countenanced between 
private parties. The government should be an 
example to Its citizens, and by that is meant a 
good example and not a bad one.'" 

The California Court, in the case of Sawyer vs. City of 

San Diego. 138 Cal. App. (2d) 652, 292 P. (2d) 233, also consider­

ed the application of the doctrine of estoppel. The Court held 

that the doctrine would be applied against Governmental bodies. 

This case concerned the question of whether property owners 

located outside the City had the right to water service. The 

Court, in its decision at Page 239, made the following statement: 

"Whether or not the doctrine of estoppel Is applicable 
Is a question of fact unless but one inference can be 
drawn from the evidence. (Citing cases). The t r i a l 
court's finding in this connection is also supported 
by substantial evidence. The doctrine of estoppel 
will be applied against governmental bodies where 
justice and right require i t . (Citing cases.) In 
City of Coroaado v. City of San Diego. 48 Cal. App. 
(2d) 160, i W l 119 P. W 3$9, supra, the doctrine 
of estoppel was applied against the city of San Diego 
where i t acquiesced for many years in the taking of 
water under contract and a new agreement and considera­
tion of settling other litigation was entered into 
modifying the original contract, This court there 
held that tha city was estopped to insist upon a 
different Interpretation of the new contract." 

The Supreme Court of Colorado, in the case of Plz v. 

Housing Authority. 132 Col, 457, 289 P. (2d) 905, considered 
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the application of the doctrine in condemnation proceedings. The 

Court applied the doctrine, and stated:(Page 912 Pac.) 

"It was suggested by the tr i a l court that estoppel 
against a governmental agency should be permitted 
only in extreme cases, whether the Housing Authority 
is a governmental agency we need not decide. We 
have in this state ample authority for the proposi­
tion that estoppel against sueh an agency may be 
applied in a proper case. (Citing cases.) Estoppel 
waa applied against the City of Denver in an eminent 
domain proceeding. Heimbecher v. City and County 
of Denver, supra. I f estoppel applies to the City and 
County of Denver, i t surely applies to the Housing 
Authority." 

Thus under the brief consideration of these cases applying 

estoppel against governmental agencies, we feel that it ls clear 

that a l l of the elements are present in this case. 

There has been some discussion of good faith by thos* who 

oppose the application for rehearing. They apparently misunder­

stand our assertion of good faith in this situation. We simply 

assert that we relied on the orders of the Commission, thst we had 

a right to rely on the orders of the Commission and that this 

constitutes our good faith. There is not ln any way Involved In 

this case the question of good faith as in those many cases which 

involved disputes between private Individuals and trespass cases. 

As is well established by the authorities, the matter of whether 

a person trespasses in good faith upon the property of another 

involves a question of notice given by the true owner of the land 

to the trespasser, but we f a l l to see how this Is in any way 

concerned in this case. The eases cited by their oral argument 

indicate that they are relying on this unrelated doctrine. For 

example, they cited the case of Liles vs. Thompson. 85 S.w. (2d) 

784 (Texas Court Civil Appeal 1935). This case was relied on by 

the opposition but involves a dispute between two individuals 

and the question Is whether the trespass was innocent or willful 

This is clearly not Involved In our case. Also at the oral argu­

ment much was made about the fact that certain parties to the Carson 
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Unit Agreement did not agree to the forty-aere unit spacing, but 

this again obviously makes no difference in this case. Under a unit 

agreement ths objections or disagreements among working interest 

owners on technical matters cannot have any effect on an operator 

who is conducting his business in accordance with the official rules 

and regulations of the State and Federal agencies having jurisdiction 

over such matters. 

It was clearly established at the hearings that Shell recei\ 

ed no advice, recommendations or any other indication from any offic 

agency that ita action in developing on a forty-acre basis was in an; 

way Improper. This is the good faith. This Is the reliance upon th€ 

official action of the appropriate governmental agency. Just becaus* 

an attorney in some other company writes a letter to Shell does not 

mean that It should disregard the official rules and regulations of 

the Oil Conservation Commission, although such an attorney may have 

been practicing from a very early age. 

It has been contended by the parties opposing Shell's 

application that because of Sunray's application for an exception to 

the State-wide spacing and proration rules which was filed August 5, 

1957, Shell should not have proceeded with the drilling of 40-acre 

wells. It must be recognised that this application did not seek 

to amend such rules or In any way contest their validity, but 

merely requested an exception thereto. Obviously a request for 

sn exception to State-wide rules does not serve to render them 

inoperative. This was clearly recognised by the language ln 

Orders R-IO69 snd R-IO69-A continuing such rules. If the Commission 

were to take the position that every time an application for an 

exception to State-wide rules was filed, all operators must lamedla; 

ly cease operations which might be affected by the application, for 

such time as may be necessary to finally dispose of such application, 

oil and gas drilling and other development operations would be 

seriously hindered and impeded. This would be inconsistent 

with the Commission'3 function to foster conservation. If the 

25 
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Commission were to follow the position, urged by the parties 

opposing this application, with regard to the effect of filing 

an application for an exception to State-wide rules, it would be 

a simple matter for a group of individuals or companies to thwart 

and hinder development of a particular field or area by filing 

successive applications for exceptions to State-wide rules. 

In this situation we believe that the authorities clearly 

hold that the doctrine of estoppel will be applied against the Oil 

Conservation Commission under the facts of this particular case. 

Obviously, the facts as they were developed at the hearings are 

significant on this matter of estoppel, since it ia an equitable 

matter. It ls apparent that the applicant relied upon the orders 

of the Commission and, in reliance thereon, drilled a considerable 

number of wells, and further that the Commission thereafter has 

attempted to change these rules to the detriment of the applicant. 

Consequently, in order to prevent this damage to the applicant, 

the Commission should be estopped from asserting such contrary 

position as to the wells so drilled, This matter of estoppel 

is necessarily an Independent reason for the basis of the invalid­

ity of Order No. R-IO69-B. Each and any of the grounds raised In 

this memorandum would constitute of itself a basis for the invalid­

ity of this Order. 

OTHER POINTS 

In the application for rehearing, the petitioner refers 

to other matters related to the Invalidity of the order complained 

of. It would not seem neeessary to cite cases on these several 

points, although they are of importance. The applicant, in Its 

petition for rehearing, refers to a discrimination against i t as 

a result of the issuance of Order R-IO69-B, We believe that this 

discrimination is apparent from the effect upon the applicant of 

this order complained of and it would not seem necessary to discuss 

the matter at any particular length.here. This discrimination is 

26. 


