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•rh-VR- TH3 
OIL CONSERVATION COMMISSION 

Santa Fe, Saw Mexico 
August 1 -, 1960 

IV THE MATTER OK: 

A p p l i c a t i o n of Amanda 3. ." " > s and George W.Sims 
f o r an order vaca t ing the standard 160-acre Tubh ) 
gas u n i t created by 0rd 3r v*c. R-1310 cons i s t i ng ) Case \To. 
of the vW/4 o f Section 25, J'ownship 22 South, ) 2051 
dange 37 East, Lea County, vew Mexico. Appl i can t ) 
f u r t h e r seeks th 3 establishm ent o f a 160-acre non- j 
standard gas pro r a t i o n u n i t i n the Tubb Gas Pool ) 
c o n s i s t i n g of th3 S3/4 W / 4 , E/2 SW/4 and SW'/4 
Sw/4 o f said Section 25. 

BEFORE: 

Honorable John Burroughs 
Mr. A. L . Por t ' j r 
Mr. Murray Morgan 

TRANSCRIPT OF HEARING 

MR. PORTE i l : Case No. 2051. 

MR. PAYNE: A p p l i c a t i o n of Amanda and George Sims f o r an 

order vacat ing a standard lbO-ac ro Tubb gas u n i t , and to c r ea t ; a 

160-acre non-standard gas u n i t . 

MR. PORTER: I would l i k e to c a l l f o r appearances. 

MR. MORRIS: C. A . M o r r i s , appearing on behal f of the 

a p p l i c a n t . 

MR. GIKANO: W. r ) . Girand, appearing on behalf of Olsen 

O i l s , I nc . We are the operators of the p roper t ) r . 

MR. PORTER: We w i l l hoar from the app l ican t a t t h i s t i n 

MR. MORRIS: i r the Ccr.-miss ion please,—i.h ' r • i s a copy of 
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a l e t t e r i n the f i l e whi ch I wro t. 3 to Mr. Girand concerning the 

procadure in t h i s case. we are r o t to present any evidence, and I 

would l i k e to c a l l your a t t e n t i o n to the contents of t h i s l e t t e r , 

in e f f e c t as f o l l o w s : 

One, tire a l l ega t i ons contained, in Paragraphs 1 , 2, 3 an d 4 of 

my a p p l i c a t i o n w i l l not be questioned, and may be considered by th . 

Commission to be t rue statements 0 f f a c t . This a p p l i c a t i o n which T 

f i l e d contains f i v e numbered par;, graphs; the f i r s t f o u r are to be 

considered as t r u e . Two, a p p l i c a n t ' s case w i l l cons is t of the a l l e 

eations in t h e i r a p p l i c a t i o n , th record of O i l Conservation Com

mission Case No. 1567 and Ord ic N 0 . 1310, and the agreement r e f e r t 

to i n Paragraph 3 of the a p p l i c a t i o n in Case No. 2051. A c e r t i f i e d 

copy of t h i s agreement w i l l be o f f e r e d i n evidence; and, th ree , no 

evid ence w i l l be pr ss inted by the operator . 

So that is the basis tha t we are appearing h ere i n t h i s cas e; 

is tha t c o r r e c t , Mr. Girand? 

MA. G I l A " d : That is co r r ec t . 

MR. MORRIS: At t h i s time I would l i k e tc o f f e r a c e r t i 

f i e d copy from the County Clerk o f Lea County, o f a document of 

record there , which is r e f e r r e d to in the l e t t e r I j u s t wrote to 

the Conu'ii s s i on o 

MR. GIRAN n: That is «v cont rac t of September 11 , 1957? 

MR* MORRIS: That is t r u e . 

MR. PORTER: Is that an exh ib i t you intend to o f f e r i n 
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the record? i f j_t i s , then i t should be i d e n t i f i e d as A p p l i c a n t ' s 

E x h i b i t v o . To 

MR„ MORRIS: A l l r i g h t , s i r . Thank you . We o f f e r t h i s 

e x h i b i t i n t o ev idence , Mr. Gi r and . 

MRo GTRAV'-: Vo o b j e c t i o n . 

MR. MORRIS: I f i t ple&se the Commission, i n a d d i t i o n to 

t h a t e x h i b i t and the records o f t h i s Commission we hav e n o t h i n g 

f u r t h e r to o f f e r except I would l i k e to b r i e f l y p r e sen t our p o s i t i o n 

i n t h i s case. 

MR. GIRAV'): And i f t l . -. Commission p i ease, have you 

o f f e r e d the records i n the case? 

MR. MORRIS: Yes, I d i d . 

MR. G1RAV0: I d j R n ' t hear t .a t o f f e r e d . 

MR. MORRIS: I j u s t as! 3d the Commission take n o t i c e o f 

t h e i r own r e c o r d s . T h a v e n ' t a c t u a l l y made an o f f e r t h a t t h i s 

record be a d m i t t e d . 

MR. PORTER: What was the Case number again? 

MR. MORRIS: Case No. 1567 and Order No. 1310, R-1310, 

MR. PORTER: You are j 1st a s k i n g the Commission to take 

a d m i n i s t r a t i v e n o t i c e o f those orders? 

MR. MORRIS: Yes, s i r ; because those are the m a t t e r s 

which a f f e c t the p r o p e r t y i n q u e s t i o n here today.. 

B r i e f l y , i n t h i s Case No. ] 567 the re are two copies o f a p l a t . 

You can see a r ^d a n 1 a b l u 3 area t h e r e . Those are the p r o p e r t i e s 
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in ques t ion . Now, here is th 3 p o s i t i o n o f the app l i can t . My 

c l i e n t is the owner o f the red po r t i on o f that p roper ty . I t is 

loO acres, 120 in the SW/4 and 40 i n the NV/4. That p roper ty has 

been pooled as a Drinkard pay, B l inebry pay, and also a Tubb pay, 

by agreement o f the p a r t i e s . The other proper ty is owned by r e l a 

t i ve s o f my c l i e n t , and my c l i e n t owns, I be l i eve , a l / 1 5 t h in te res 

in i t . 

In 1955 t h i s Commission entered an order pool ing the red 

p roper t i es as a Tubb product ion u n i t . A f t e r that order was entered 

nothing was done, however, and j r approximately J u l y o f 1957 your 

records w i l l r e f l e c t a Mr. P h i l l i p Randolph made an a p p l i c a t i o n to 

the Commission f o r advice on whether or not t h i s Order was s t i l l 

e f f e c t i v e since no w e l l had ever been d r i l l e d . I be l ieve t h i s was 

in J u l y of ' 57 . In September of 1957 t h i s same Mr<> P h i l l i p Randolph 

came to the home o f my c l i e n t s a-vd secured t h e i r s ignature on 

A p p l i c a n t ' s E x h i b i t No. 1„ That was signed by my c l i e n t s , by Olsen 

O i l s , InCo A c t u a l l y , i t was the predecessor of Olsen O i l s , I n c . , 

ac t ing through Mr. P h i l l i p Randolph, and i t was also signed by the 

other owners o f the operat ing i n t e r e s t s , several i n d i v i d u a l s who 

are pa r t owners of the operat ing i n t e r e s t s . A l l of i t was signed 

and f u l l y executed dur ing the moith of September o f 1957. My c l i en j t 

signed i t on September 1 1 . I t was also executed on tha t day by 

01 sen. 

On September th ? 20th, a f t e r that agreement, A p p l i c a n t ' s 

E x h i b i t 1 , was—signed , O l s e n rrm-nenc ed t h e d r i l l i ng o f a w e l l i n 
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tha t red area, a Tubb gas w e l l . That w e l l was completed sometime 

in November of 1957. The acreage that was a t t r i b u t e d to i t , 

according to the Commission's order at t ha t t ime , was the red area. 

Two months before tha t w e l l was completed A p p l i c a n t ' s E x h i b i t 1 was 

signed as a r e a f f i r m a t i o n , a c t u a l l y , by the operator t ha t the red 

area was s t i l l a product ion u n i t o f Tubb gas. 

This we l l was put i n t o opera t ion , I be l i eve , around the f i r s t 

of the year 195S. Then, w i t h i n ?. matter of s i x months or so a f t e r 

j t h i s w e l l was put in to product ion and the acreage a t t r i b u t e d to i t , 

being the red acreage, Olsen n,a 5 i an a p p l i c a t i o n to pool the blue 

acreage. A c t u a l l y , there was a previous a p p l i c a t i o n in Case 1478 

to pool the blue acreage by Olsen. That mat ter was continued from 

time to time f o r a per iod of mondis, and no ac t ion was ever taken 

on i t , although there was "ever any o b j e c t i o n f i l e d by anyone. 

Then, Case No. 1567 was f i l jd about e ight months a f t e r that 

w e l l was placed on p roduc t ion , in which the a p p l i c a t i o n asked the 

Commission to pool the blue area as a Tubb product ion u n i t or , i n 

the a l t e r n a t i v e , to make the NW,/ i of Section 25 a Tubb u n i t , and 

the Sw/4 another Tubb u n i t , in e f f e c t completely resc inding the 

p r i o r or^er o f the Commission, completely cont ra ry to the express 

agreement of the p a r t i e s tha t the red area was a Tubb u n i t , and 

which was a l ready, i n e f f e c t , producing gas. 

This a p p l i c a t i o n was heard before Mr. Nu t t e r , and at the 

hearing the engineer o f the app l ican t t e s t i f i e d tha t a l l o f the 
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W/2 of Section 25 was, i n his o p i n i o n , product ive of Tubb gas, tha t 

i t was economical, i t would not c o n s t i t u t e waste, and i t would not 

in any way adversely a f f e c t the c o r r e l a t i v e r i g h t s of any o f the 

p a r t i es to produce th ^ blue area as a Tubb u n i t , and he was ask ed 

then about the producing of the v v / 4 as d i s t ingu i shed from the blue 

area. he said tha t was also economical, and would not c o n s t i t u t e 

waste, and lie was asked by th e a t to rney which he p r e f e r r e d , which 

a l t e r n a t i v e . He sa id , I be l i eve , the two 160-acre standard quar ter 

s ec t iona l l o c a t i o n s , and his test imony was then fo l lowed by Mr. 

P h i l l i p Randolph. The gentleman t e s t i f i e d that he had been out and 

made a p p l i c a t i o n to these people to sign the agreements; tha t they 

would not sign any agreement poo" ing the acreage 0 The impression 

tha t I r e t in reading h is test imony i s t ha t he was completely un

aware tha t th i s agreement was in existence. H 1 says tha t the 

operators had not even singed any agreement; they hail agreed t o , but 

hadn ' t signed any. Of course, h i s s ignature appears on tha t i t s e l f . 

Our p o s i t i o n i s t h i s : The Commission d id not have the benef i t 

o f a l l the f ac t s i n t h i s Case N'o. 1567. The f a c t o f the existence 

of an agreement between the p a r t i e s i n tha t area, tha t the area 

was already pooled, was never brought outo As a matter of f a c t , I 

get the impression from reading the record there i s an inference 

the pa r t i e s refused to sign an agreement, and the. p o s i t i o n of 

• the appl icant is t h i s : The Sta tute which con t ro l s t h i s matter is 

65-314; I ant sure th i Commission i s very f a m i l i a r w i th i t , but 
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( Section C o f tha t S ta tu te deals wi th the poo l ing o f acreages, and 

j u s t b r i e f l y , at the beginning, i t r e c i t e s : "The poo l ing o f pro

pe r t i e s or par ts thereof s h a l l he pe rmi t t ed , and i f not agreed 

upon may be required i n any case, wh <m and to the extent . . . " a n 

so f o r t h o Our p o s i t i o n i s that the Commission — in the f i r s t 

p lace , i f i t had been advised of the fac t s which exis ted at t ha t 

t ime, would not have granted the Order 1310 which was entered in 

Case 1567, and our p o s i t i o n is f u r t h e r t h i s : That the Statute 

g i v i n g the Commission the r i g h t r.nd the a u t h o r i t y to compel the 

pool ing of acreages appl ies only ;"n those cases where the pa r t i e s 

refuse to enter i n t o poo l ing agreements. Since, obv ious ly , t h i s 

i s n ' t such a case, then the Commission had no j u r i s d i c t i o n to enter 

an order poo l ing those on the standard survey sec t ion l i n e s . 

My c l i e n t s have a u n i t whic ; they agreed would be a production 

u n i t . A w e l l was d r i l l e d ; i t i s being produced f o r tha t u n i t , and 

suddenly they f i n d t ha t , although they have, i n good f a i t h and goo 

conscience, signed a cont rac t to do t h a t , tha t now on ly one- four th 

of t h e i r proper ty is a t t r i b u t e d to t h a t w e l l . We ask that the 

Commission consider these mat ters , and i n view of the f a c t that 

the s i t u a t i o n is as I have rec i t ed i t hare, we ask tha t the Com

mission rescind t h i s Order 1310 and enter an order s i m i l a r to t'-e 

one which was superseded by 1310, which sets up the red area as a 

Tubb u n i t as i t o r i g i n a l l y was, and according to the agreement of 

the p a r t i e s , so my c l i e n t s can have t h e i r cont rac t enforced. 
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MR. PA'/VE: Mr, M o r r i s , your c l i e n t was n o t i f i e d by 

c e r t i f i e r ! mai l o f the hearing in Case 15o7? 

MR, MORRIS: Yes, s i r . Mr c l i e n t got a not ice i n the 

mai l f i v e days before the hear ins . That i s co r r ec t ; yes, s i r . 

MR. G IRAN]): I f the Commission please, at t h i s time I ' d 

1 ike to move to dismiss the a p p l i c a t i o n , we s t i p u l a t e d tha t the 

f i r s t f o u r paragraphs of th •; a p p l i c a t i o n were agreed to as conta in

ing f a c t u a l ma t t e r s . The app l ican t charges t h i s : That on December 

17, 195 the Commission entered i t s Order No. R-1310 fo rce -poo l ing 

tho XV/4 of Section 25 as a Tubb gas u n i t and the Sa/4 of Section 

25 as a Tubb gas u n i t ; th a t the Commission was w i thou t j u r i s d i c t i o n 

and the same should Ve vacated f> r such reason; the Commission was 

not informed by Olsen. O i l s , I n c . , the appl ican t i n 15o7, of the 

agreed poo l ing o f the appl icant ' - ; p roper ty i n the Tubb gas u n i t , ar 

the concealing o f such amounted to a misrepresenta t ion to the 

Commission concerning the ri.srb.ts of the app l i can t , and the j u r i s 

d i c t i o n of the Commission in such mat ters . 

Vow, the Commission entered i t s order , and i n i t s order assert, 

j u r i s d i c t i o n o f the mat ter , and said i t had j u r i s d i c t i o n o f the 

p a r t i e s ; they were a l l n o t i f i e % and that the Commission had a 

| r i g h t to proceed. The Commission heard the avid ence and found i t 

subs t an t i a l to warrant the c rea t ion of two u n i t s , one in the NV/4 

of Section 25, and one in the S\.'/4 of Section 25. Vow, the agree

ment th at was r e fe r r ed to by counsel, being an agreement of Sep-

i—tember 11,—1957, was entered j n U approximately 14 months before the 



PAGE 

x 
o 
u j 
z 

. o 

OS 

£S 

as 

t i l 

as § 

hearing was held on the forced pooling, and i n that agreement, 

Paragraph b, the p a r t i e s r e a l i z e ' that the Commission had a u t h o r i t y 

to c o n t r o l over the production of gas and o i l from the f i e l d s i n 

vew Mexico, and they said, "production of communitized substances 

and disposal thereof s h a l l be i n conformity with a l l o c a t i o n s , a l l o t 

ments and quotas as f i x e d by an}- duly authorized person or regu

l a t o r y body under applicable s t a t u t e s . This agreement s h a l l be 

subject to a l l applicable l a v s , orders, rules and regulations and no 

party hereto s h a l l s u f f e r a f o r f e i t or be l i a b l e in damage f o r 

f a i l u r e to comply w i t h any of t h - provisions of t h i s agreement i f 

such is prevented by compliance n i t h any laws, orders, rules or 

regulations." 

Now, th. e applicant here lias come i n to t h i s Commission, which 

is charged by law w i t h governing the production of o i l and gas 

w i t h i n the State of New Mexico, u i t which i s not endowed with, any 

a u t h o r i t y to pass upon the contractual r i g h t s of the c i t i z e n s of 

the State of New Mexico. Our courts are set up f o r that r e l i e f . 

Now, i f we have v i o l a t e d the contract here, the applicants have 

t h e i r r i g h t of redress in the D i s t r i c t Court of Lea County, or such 

other t r i b u n a l which w i l l have j u r i s d i c t i o n , but surely t h i s Com

mission cannot determine whether or not we v i o l a t e d a contract be

tween the owners of i t , and ours, as operators or owners of the 

working i n t e r e s t s . 

We c a l l the Commission's a t t e n t i o n to the f a c t that the record 

-show t h a t they had an a l t e r n a t i v e plea f o r e s t a b l i s h i n g two con-
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formed standard u n i t s , quar ter sec t ions , an' when the counsel 

r e fe r r ed to the testimony of the wi tness , Randolph, his testimony 

was i n regard to whether or not he had ever been able to ob ta in an 

agreement from these par t i es f o r the poo l ing o f the quar ter section 

as a s u b d i v i s i o n . They had obtained agreement on the non-standard 

u n i t which the Commission had p rev ious ly granted, but the Commissioln 

saw f i t to grant two standard un i t s ra ther than the area o u t l i n e d 

i n blue as r e f e r r ed to i n the map, and the area o u t l i n e d i n red . 

I f the Commission please, the testimony of the engineer was 

tha t the two wel l s would dra in the 320 acres, and they already had 

one w e l l in the YV/4 so tha t , i f they established two standard 

un i t s i t would a l low them to space a w e l l i n the S'vv/4, which would 

give a be t t e r drainage pa t t e rn and would be f a i r e r to a l l p a r t i e s , 

i nc lud ing the c o r r e l a t i v e r i g h t s of o f f s e t t i n g opera tors . We 

submit the Commission c e r t a ' n l y , under the law of t h i s State , has 

j u r i s d i c t i o n to f o r c e - p o o l . I f i t doesn ' t , i t i s up to the Courts 

to determine t h a t , because the s ta te of the record today, the 

s t a tu te stands unconstrued by an.- courts saying i t doesn ' t mean 

what i t says when i t says you have the r i g h t . 

MR. PAINS: There are no Tubb we l l s on the blue u n i t , are 

there? 

MR, GIRAVD: Yes, there are two wells on the blue. 

MR. PAYM3: Tubb wells on the blue u n i t are suown on t h i s 

exh i bi t? 
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MR. GIRAND: Roth are the red . 

MR. PAYNE: And one is i n the southeast of the northwest , 

and tho other i n the northeast and southwest, so i t would not be 

poss ib le at t h i s time to create tee two non-standard un i t s proposed 

by Olsen in the a l t e rna t i ve? 

Mil. PORTER: May I ash a question? We have two Tubb w e l l 

to which these two quarter sections are dedicated? 

MR. GIRAND: At the present t ime. 

MR. PAYNE: Both standard? 

MR. GIRAVh: Yes, s i r . 

MR. PAYNE: What about the Blinebry? 

MR. GIRANh-: We have two Blinebrys. 

MR. PAYNE: Standard units? 

MR. GIRAND: No, s i r . The Blinebrys — there are two 

leases governing each of the t r a c t s , a single lease on the 40 acre 

i n which tho f i r s t Tubb wel l was d r i l l e d , that i s the southeast of 

the northwest; then there is the lease on the east h a l f and the 

southwest of the southwest, am' those are leases by Amanda Sims an 

her husband, George. Now, there i s a lease, as I r e c a l l , on the 

northeast of the northwest, and a separate — I beg your pardon — 

there i s a separate lease on the northeast of the northwest, and 

the west h a l f of the northwest, and another lease on the northwest 

of the southwest that was executed by the four p a r t i e s . Amanda 

Sims and her husband own a l l of the area delineated i n red. She 

es 
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owns approximately 15 percent of the area colored i n b lue . 

MR, MORRIS: I bel ieve she owns l / l 5 t h o f the area i n b l i 

Mix. GIRAND: Her brother owns the balance o f the i n t e r e s t s , 

I understand. 

MRoMORRIS: No, i t belongs to one of the Drinkards , and 

the estate of a deceased Dr inkard . 

MR. GIRAND: I t i s a f a m i l y a f f a i r . 

MR. MORRIS: I do want to a l l a y misapprehensions tha t 

Mr. Girand apparent ly has. I haven' t suggested tha t the Commission 

should determine whether or not there has been any v i o l a t i o n or 

breach o f the con t rac t by Olsen v i t h these people. I am merely 

p o i n t i n g out there i s a con t rac t , and that the existence of a con

t r a c t under the s t a tu te is s u f f i c i e n t to take away from the Com

mission the r i g h t to fo r ce -poo l con t ra ry to the c o n t r a c t . The 

Conimission's Order h-1310 r e c i t : s tha t i t had j u r i s d i c t i o n , but a 

r e c i t a t i o n o f j u r i s d i c t i o n doesn' t make j u r i s d i c t i o n - Our p o s i t i o n 

i s the3' would never have undertook to assume j u r i s d i c t i o n i f they 

had known these f a c t s , and so fa r as saying the existence of t h i s 

new w e l l prevents the Commission from s t r a igh t en ing up the s ta te 

of the record is not co r rec t , w i t h , because tha t w e l l is i n the are 

of the Dri nkard o i l and could be completed any time as a Drinkard 

o i l w e l l , and as f a r as my c l i e n t s are concerned tha t i s what 

should be done. 

MR. GIRAND: I bel ieve that is outside the record . i f 
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the Commiss ion please, I don* t know of any knowledge we have of the 

second Tubb w e l l to be completed as a Drinkard w v i l . 

MR. MORRIS: I am suggesting the f a c t tha t a wel l has 

been d r i l l e d doesn ' t i n any way a f f e c t the s ta te of the record . 

Our p o s i t i o n is tha t the Commission should rescind the order and 

enter an order which is i n accordance w i t h the contrac t and i n 

compliance w i t h the s ta tu tes under which the Commission ac t s . 

MR. GIRAND: In the a l t e r n a t i v e , i n Case No. 15b7, we 

asked f o r standard u n i t s , and the Commission gave those to us. Now 

they had never agreed to those u n i t s , and tha t is the very th ing 

tha t Section C of the Statute 65-314 covers, "pool ing o f proper t ies 

or parts thereof s h a l l be permit ted and, i f not agreed upon, may b-

r e q u i r e d . " They never agreed to using the subd iv i s ion , the l e g a l 

survey. They consented to a no -standard u n i t , but they d i d n ' t 

consent to a standard u n i t , a^d never wouldo 

MR. MORRIS: I wish to s t a t e , there i s nothing in the 

lav; tha t says pool ing should be one along sec t ion l i n e s . C e r t a i n l 

that s t a tu te doesn' t confer on the Commission any j u r i s d i c t i o n 

tha t re la tes to a sect ion l i n e a- w h e r e . 

MR. PORTER: Commission w i l l take the case under 

advi sem ent. 

:earing w i l l recess u n t i l tomorrow morning at 9 A.M 
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STATE OF ) 

) ss 
00'"-"i Y OF BERNALILLO ) 

I , HIKE PAIGE, Court Report r, do hereby c e r t i f y that the 

foregoing and attached transcript of proceedings before the New 

Mexico Cii Conservation Commissi t n at Santa Fe, New Mexico, is a 

true and correct record to the best of my knowledge, s k i l l and 

a b i l i t y . 

IN WITNESS 'WHEREOF I have affixed my hand and notarial seal 

this 13th day of September, 19oO, 

'"t ) 

Notary Public - Court Reporter 

:-iy commission ex pi res: 

May 11, 1964. 


