
HOUSE . 2638

By Mr. Sears of Boston, petition (accompanied by bill, House, No. 2638) of
Kevin H. White (Secretary of the Commonwealth), Kevin Harrington, John W.
Sears, William D. Weeks, Francis W. Hatch, Jr., James J. Craven and David E.
Harrison for the establishment of an oil and gas commission for the conservation
and disposition of oil and gas resources found in lands owned by the Common-
wealth. Natural Resources.

In the Year One Thousand Nine Hundred and Sixty-Seven.

An Act for the establishment of an oil and gas commission
FOR THE CONSERVATION AND DISPOSITION OF OIL AND GAS RE-

SOURCES FOUND IN LANDS OWNED BY THE COMMONWEALTH OF
MASSACHUSETTS.

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

1 Purpose. The prevention of Waste of Oil and Gas and the
2 Protection of Correlative Rights, and the disposition of Oil
3 and Gas resources found in public lands, and the creation of
4 an Oil and Gas Commission are declared to be in the public
5 interest. The purpose of this Act is to prevent such Waste
6 and to Protect Correlative Rights, to provide for the dis-
-7 position of Oil and Gas resources found in public lands, and
8 to create an Oil and Gas Commission.

1 Section 1. Definitions.—1.1 Unless the context otherwise
2 requires, the terms defined in this section shall have the
3 following meaning when used in this act:
4 1.1.1 “Waste” means and includes
5 (1) physical waste, as that term is generally understood in
6 the oil and gas industry:
7 (2) the inefficient, excessive, or improper use, or the
8 unnecessary dissipation of, reservoir energy ;

9 (3) the inefficient storing of oil or gas;
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(4) the locating, drilling, equipping, operating, or produc-
ing of any oil or gas well in a manner that causes, or tends to
cause, reduction in the quantity of oil or gas ultimately
recoverable from a pool under prudent and proper operations,
or that causes or tends to cause unnecessary or excessive
surface loss or destruction of oil or gas;

10
11
12
13
14
15

(5) the production of oil or gas in excess of (a) transporta-
tion or marketing facilities; (6) reasonable market demand;
(c) the amount reasonably required to be produced in the
proper drilling, completing, or testing of the well from which
it is produced; or ( d ) oil or gas otherwise usefully utilized;
except gas produced from an oil well or condensate well
pending the time when with reasonable diligence the gas can
be sold or otherwise usefully utilized on terms and conditions
that are justand reasonable; and
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23
24

(6) underground or above ground waste in the production
or storage of oil, gas, or condensate, however caused, and
whether or not defined in other subdivisions hereof.
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1.1.2 “Commission” means the oil and gas commission
created hereby.

28
29

1.1.3 “Person” means any natural person, corporation,
association, partnership, receiver, trustee, executor, admini-
strator, guardian, fiduciary, or other representatives of any
kind, and includes any government or any political sub-
division of any agency thereof.
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1.1.4 “Oil” means crude petroleum oil and all other
hydrocarbons, regardless of gravity, that are produced at the
well in liquid form by ordinary production methods, or by the
use of an oil and gas separator and which are not the result
of condensation of gas after it reaches the underground
reservoir.
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1.1.5 “Gas” means all natural gas and all other fluid
hydrocarbons not hereinabove defined as oil, including con-
densate.

41
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1.1.6 “Condensate” means liquid hydrocarbons that were
originally in the gaseous phase in the reservoir.

44
45

1.1.7 “Pool” means a natural underground reservoir con-
taining in whole or in part a natural accumulation of oil or
gas or both; each productive zone or stratum of a general

46
47
48
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structure that is completely separated from any other zone or
stratum in the structure is deemed a separate pool as used
herein.

49
50
51

1.1.8 “Field” means the general area underlaid by one or
more pools.

52
53

1.1.9 “Owner” means the person who has the right to drill
into and produce from any pool and to appropriate the oil or
gas that he produces therefrom, either for himself or for
himself and others.

54
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1.1.10 “Producer” means the owner of a well or wells
capable of producing oil or gas or both.

58
59

1.1.11 “Reasonable Market Demand” means the amount
of oil reasonably needed for current consumption, use,
storage, or working stocks, within and without the common-
wealth, or the amount of gas of any type reasonably needed
for current consumption, use, or storage, within and without
the commonwealth.

60
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1.1.12 “Just and Equitable Share of the Production”
means, as to each person, that part of the authorized
production from the pool that is substantially in the pro-
portion that the amount of recoverable oil or gas or both in
the developed area of his tract or tracts in the pool bears to
the recoverable oil or gas or both in the total of the developed
areas in the pool.

66
67
68
69
70
71
72
73 1.1.13 “Developed Area” means a spacing unit on which

a well has been completed that is capable of producing oil or
gas, or the acreage that is otherwise attributed to a well by
the commission for allowable purposes.

74
75
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1.1.14 “Protect Correlative Rights” means that the
action or regulation by the commission should afford a
reasonable opportunity to each person entitled thereto to
recover or receive the oil or gas in his tract or tracts or the
equivalent thereof, without being required to drill unneces-
sary wells or to incur other unnecessary expense to recover or
receive such oil or gas or its equivalent.

77
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1.1.15 “Oil and Gas” means oil or gas or both.84
1.1.16 The use of the plural includes the singular, and the

use of the singular includes the plural.
85
86

1.1.17 “Product” means any commodity made from oil or87
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gas, and includes refined crude oil, crude tops, topped crude,
processed crude, processed crude petroleum, residue from
crude petroleum, cracking stock, uncracked fuel oil, fuel oil,
treated crude oil, residuum, gas oil, casing-head gasoline,
natural-gas gasoline, kerosene, benzine, wash oil, waste oil,
blended gasoline, lubricating oil, blends or mixtures of oil
with one or more liquid products or by-products derived from
oil or gas, and blends or mixtures of two or more liquid
products or by-products derived from oil or gas, whether
herein enumerated or not.

88
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1.1.18 “Illegal Oil” means oil that has been produced from
any well within the state in excess of the quantity permitted
by any rule, regulation or order of the commission.

98
99

100
1.1.19 “Illegal Gas” means gas that has been produced

from any well within the state in excess of the quantity
permitted by any rule, regulation, or order of the com-
mission.

101
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1.1.20 “Illegal Product” means any product derived in
whole or in part from illegal oil or illegal gas.

105
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1.1.21 “Certificate of Clearance” means a permit pre-
scribed by the commission for the transportation or the
delivery of oil or gas or product.

107
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1.1.22 “Submerged Lands” means all lands lying beyond
mean low water mark extending seaward as far as the
iurisdiction of this state extends.

110
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1.1.23 “State Lands” means any land or any interest
therein owned or held in trust or otherwise by the state,
including, but not limited to, submerged lands and leased
school or university lands.

113
114
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1.1.24 “Paying Quantities” means that amount of oil or
gas produced from lands covered by any given lease sufficient
to return to the developer a profit of more than six per cent
return on its investment in said lease, after allowing the
developer the standard depreciation and depletion allowances
permitted by the federal government for internal revenue
purposes; said determination to be made on the first days of
January and July of each year for the immediately preceding
six months period, and filed with the commission within
thirty days thereafter.

117
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Section 2. Waste Prohibited.—2.1 The waste of oil and
gas is prohibited.

1
9

Section 3. Oil and Gas Commission—Establishment. —

3.1 This shall be an oil and gas commission within the
department of natural resources, hereandafter called the
commission, consisting of five members, not more than three
of whom shall be members of the same political party, to be
appointed by the governor. Said commission shall report
annually to the governor its activities and its recommenda-
tions, with accompanying legislation. The members of said
commission shall be appointed initially for terms of one, two,
three, four and five years respectively, as the governor may
designate. Upon the expiration of the term of a member his
successor shall be appointed by the governor for a term of five
years. The members of the commission shall receive no
compensation for their services but shall be reimbursed for
necessary travel expenses incurred in the performance of their
duties. The officers of the commission shall be a chairman,
vice-chairman and secretary who shall be so designated when
appointed by the governor.

1
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Upon the expiration of the term of any member, his
successor shall be appointed in like manner for a term of five
years. In the event of a vacancy, a new member may be
appointed to fill said vacancy for the remainder of the
unexpired term.

19
20
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23
24 3.2 Regular meetings of the commission shall be held

quarterly, and special meetings may be called by the chair-
man or a majority of the members.

25
26
27 3.3 A majority of the commission shall constitute a

quorum and shall be sufficient to conduct the business of the
commission.

28
29
30 3.4 The commission shall have the authority and it shall

be its duty to obtain necessary personnel to carry out the
provisions of this act and to define their duties.

31
32
33 3.5 No member of the commission, nor any employe

shall34
3.5.1 Acquire a pecuniary interest in any oil or ga

property in the state.
35
36
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3.5.2 Act as broker or agent for any purchased, owner or
agent of oil and gas property, equipment, or products.

37
38

3.8.3 Accept any commission or compensation for services
rendered in connection with the oil and gas industry.

39
40

3.8.4 Make an investigation or report on an individual oil
and gas property for evaluation or private use other than in
pursuance of his official duties.

41
42
43

Section 4. Authority of the Commission. —4.1 This act
shall apply to all lands located in the commonwealth, how-
ever owned, including any lands owned or administered by
any government or any agency or political subdivision
thereof, over which the state, under its police power, has
jurisdiction, including submerged lands.

1
2

3
4
5
6

4.2 The commission is authorized and it is its duty to
prevent waste of oil and gas and to protect correlative rights,
and otherwise to administer and enforce this act. It has
jurisdiction over all persons and property necessary for that
purpose. In the event of a conflict, the duty to prevent waste
is paramount.

/

8
9
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4.3 The commission is authorized to make such investi-
gations as it deems proper to determine whether action by
the commission in discharging its duties is necessary.

13
14
15

4.4 The commission is authorized to lease commonwealth
«

land, including submerged land, for oil and gas development
and to issue oil and gas leases as provided in this act.

16
17
18

4.5 Without limiting its general authority, the commis-
sion shall have the specific authority:

19
20

4.5.1 To require:21
(1) identification of ownership of oil or gas wells, pro-

ducing leases, tanks, plants, structures, and facilities for the
transportation or refining of oil and gas;

22

23
24

(2) the making and filing of well logs, directional surveys,
and reports on well location, drilling, and production; pro-
vided, however, that the log of an exploratory or wildcat well
need not be filed before six months after the completion of
the well;

25
26
27
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29

(3) the drilling, casing, operation, and plugging of wells in
such manner as to prevent (a) the escape of oil or gas out of
one pool into another, (6) the detrimental intrusion of water

30
31
39
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33 into an oil or gas pool that is avoidable by efficient opera-
-34 tions, (c) the pollution of fresh water supplies by oil, gas, or
35 salt water, and (d) blowouts, cavings, seepages, and fires;
36 (4) the taking of tests of oil or gas wells;
37 (5) the furnishing of a reasonable performance bond with
38 good and sufficient surety, conditioned for the performance of
39 the duty to plug each dry or abandoned well, and to repair
40 each well causing waste if repair will prevent the waste;
41 (6) that the production from wells be separated into
42 gaseous and liquid hydrocarbons, and that each be measured
43 by means and upon standards that may be prescribed by the
44 commission;
45 (7) that wells not be operated with inefficient gas-oil or
46 water-oil ratios, and to fix these ratios, and to limit produc-
-47 tion from wells with inefficient gas-oil or water-oilratios;
48 (8) certificates of clearance in connection with the trans-
-49 portation or delivery of oil, gas, or product;
50 (9) metering or other measuring of oil, gas, or product;
51 (10) that every person who produces, sells, purchases.
52 acquires, stores, transports, refines, or processes oil or gas in
53 this state keep and maintain complete and accurate records
54 of the quantities thereof, which records shall be available for
55 examination by the commission or its agents at all reasonable
56 times; and
57 (11) the filing of reports or plats with the commission that
58 it may prescribe.
59 4.5.2 To regulate:
60 (1) the drilling, producing, and plugging of wells, and all
61 other operations for the production of oil or gas;
62 (2) the shooting and treatment of wells;
63 (3) the spacing or locating of wells;
64 (4) operations to increase ultimate recovery, such as cycl-
-65 ing of gas, the maintenance of pressure, and the introduction
66 of gas, water or other substances into a producing formation ;

67 and
68 (5) the disposal of salt water and oil-field waste. 1
69 4.5.3 To limit the production of oil, gas, or condensate
70 from any field, pool, area, lease, or well, and to allocate
71 production.
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72 4,5.4 To classify and reclassify pools as oil, gas, or con-
-73 densate pools, or wells as oil, gas, or condensate wells.
74 4.5.5 To make and enforce rules, regulations, and orders
75 reasonably necessary to prevent waste, protect correlative
76 rights, to govern the practice and procedure before the
77 commission, and otherwise to administer this act.

1 Section 5. Lease of State Lands for Oil and Gas Develop-
-2 ment.—5.1 The commission shall from time to time deter-9

designate the known geological structures of produc
id gas fields. The determinations and dc

5 shall be published twice in a newspaper of general circulation
6 in the state, the last publication to be not less than five days
7 from the first date of publication. The c
8 designations shall become effective from the date of firstrs

9 publication. Until such a determination and designatioi
10 made bv the commission, all state lands shall be deemed
11 located not within any known geological structure of a
12 producing oil and gas field
13 5.2 The commission may refuse to lease any state lands
14 for oil and gas when the lands are being used by the state or
15 any state department for a state purpose.
16 5.3 When commonwealth lands are not located within
17 any known geological structure of a producing oil and gas
18 field as determined pursuant to section 5.1, the party making
19 the first application for the lease shall be issued a leas*
20 covering the lands without competitive bidding
21 5.3.1 The noncompetitive leases shall provide for the
22 payment by the lessee of a royalty of ten per cent of the
23 market value of all oil, gas and other hydrocarbons produced
24 saved, sold and removed from the lands at the well as of the

Phe leases shall provide for an annual rental of
hirtv-five cents per acre per year for the lands covered bv the

ble as folk
Pc

the

32 advance for each year of rental, as a cash bonus to be paid by
isee within ninety days after discovery of oil
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34 paying quantities upon the land covered by the lease; said
35 sum to be expressly not due to the state if oil or gas in paying
36 quantities is not discovered upon the land covered by the
37 lease;
38 (c) After the discovery of oil or gas in paying quantities
39 upon the land covered by a given lease, the rental mentioned
40 in subparagraphs (a) and (b), above, shall be credited to any
41 royalty due to the commonwealth ;

42 (d) All leases shall provide for a minimum rental of one
43 hundred dollars per year.
44 5.3.3 The leases shall be for a term of five years and as
45 long thereafter as oil, gas or other hydrocarbon substances are
46 procured and produced therefrom in paying quantities.
47 5.3.4 Each lease shall provide that the commonwealth’s
48 royalties shall be computed after deducting any oil or gas
49 reasonably used in operations on the lease and after deduct-
-50 ing the cost of dehydrating the oil production therefrom,
51 including the cost of the extraction of liquid products from
52 the gas produced.
53 5.3.5 The leases shall contain other terms and provisions,
54 not inconsistent with the provisions of this article or other
55 laws of the commonwealth as in the opinion of the commis-
-56 sion are in the best interests of the commonwealth.
57 5.3.6 Not more than two thousand five hundred and sixty
58 acres of land confined to an area of 6 miles square shall be
59 included in any one lease. The lands shall be as compact as
60 possible but may include noncontiguous land within the six
61 mile area if the maximum acreage of contiguous land is not
62 available. This paragraph shall not apply in any respect to
63 leases of commonwealth owned submerged lands.
64 5.3.7 No person, association, or corporation shall take or
65 hold at any one time noncompetitive oil or gas leases issued
66 hereunder exceeding in the aggregate fifteen thousand three
67 hundred and sixty acres. This paragraph shall in no respect
68 apply to leases of state owned submerged lands.
69 5.3.8 Noncompetitive oil and gas leases committed to
70 unit operation, as provided in this act, shall be exempt fron
71 the acreage limitation mentioned in sub-section 5.3.7,

72 5.3.9 The provisions of this section shall not apply to
73 unit plan or operations entered into under the provisions
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this article or to any plan or operation authorized by any
conservation law of this commonwealth.

74
75

5.3.10 Applications for noncompetitive leases shall be in
writing addressed to the commission and shall contain a
description of the lands sufficient to identify them, the name
and address of the applicant, and shall be accompanied by a
filing fee of ten dollars and the rental payment for the first
year. Each application shall be stamped when received by the
commission with a stamp showing the day and hour when
received. If valid applications covering the same lands are
filed simultaneously, the commission shall provide by general
regulation for a drawing between the applicants to determine
which shall be entitled to a lease of the lands. In the event
the lease is not issued, the rental payments shall be refunded
to the applicants.

76
77
78
79
80
81
82

83
84
85
86
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5.3.11 The commission may withdraw from leasing any
specific area of lands not located within any known geological
structure of a producing oil and gas field when it appears that
the withdrawal is in the interest of the commonwealth, but
no lands shall be withdrawn by the commission without the
consent of the governor of the commonwealth.

89
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94

5.4 When commonwealth lands are located within a
known geological structure of a producing oil or gas field, as
determined pursuant to section 5.1, the lands shall be leased
only by sealed bids, as follows:

95
96
97
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5.4.1 Upon receipt of an application to lease any of such
lands or whenever, in the opinion of the commission, there is
a demand for the purchase of leases of the lands, the
commission shall offer the tract or tracts for lease to the
highest qualified bidder submitting a sealed bid therefor, on
thebasis of a cash bonus.

99
100
101
102
103
104

5.4.2 The commission shall publish a call for sealed bids
twice in a newspaper of general circulation in the state, the
last publication to be not less than fifteen days prior to the
date fixed for opening the bids. All bids, together with a
certified check in the amount of the bonus bid, shall be
submitted to the commission at the capitol, and opened at
the office of the commission at the time specified. On or
before December first of each year, the commission shall
designate by general order the newspaper in which the

105
106
107
108
109
110
11l
112
113
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114 publications shall be made during the following calendar
115 year. The successful bidder shall pay the cost of the publica-
116 tion and the reasonable expenses of the sale.
117 5.4.3 The publication shall contain a description of the
118 land proposed to be leased, the time when the bids will be
119 received and opened, the royalty to be demanded which the
120 commission shall fix prior to call for bids at not less than ten
121 per cent, and an annual rental to be demanded in the amount
122 of thirty-five cents per acre which shall be credited on the
123 royalty payments for each year.
124 5.4.4. The publication shall set forth the form of lease
125 which the successful bidder will be required to execute. In
126 lieu of publishing the form of lease in its entirety the
127 publication may specify the form of lease by designating the
128 form number of lease on the file with the commission, copies
129 of which shall be furnished any person on request.
130 5.4.5 Each lease shall be for a term of five years and as
131 long thereafter as oil, gas or other hydrocarbon substances are
132 procured and produced in paying quantities from the lands
133 covered by the lease.
134 5.4.6 The lease may contain other terms and provisions
135 not inconsistent with the provisions of this article or other
136 laws of the state, as in the opinion of the commission are for
137 the best interests of the state.
138 5.4.7 Each lease shall provide that the state’s royalties
139 shall be computed after deducting any oil or gas reasonably
140 used in operations on the lease and after deducting the cost of
141 dehydrating the oil production therefrom, including the cost
142 of extraction of liquid products from the gas produced.
143 5.4.8 Before offering any state lands for lease under sealed
144 bids the commission shall determine the tract or tracts into
145 which the lands shall be divided for leasing purposes. Each
146 tract shall contain not less than one quarter section of land
147 and not more than two sections of land, but a tract con-
-148 taining less than one quarter section of land may be leased if
149 the tract is segregated from other commonwealth lands not
150 then subject to oil and gas lease. All tracts shall be in
151 reasonably compact form; however, this paragraph will in no
152 respect apply to leases of commonwealth-owned submerged
153 lands.
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154 5.4.9 Each offer for lease shall reserve the right in the
155 commission to reject any and all bids and to again offer the
156 tract or tracts for lease if the bids received are not acceptable
157 to the department.
158 5.4.10 Before acceptance of any bid for a lease under this
159 section, the commission shall establish to its satisfaction the
160 responsibility of the bidder.
161 5.4.11 The commission shall return all checks accom-
-162 panying rejected bids.

Section 6. Allocation of Production.—6.1 Whenever the
commission limits the amount of oil that may be produced in
the state, the commission shall allocate the allowable produc-
tion among the pools on a reasonable basis.

1
9

3
4

6.2 Whenever the commission limits the total amount of
oil, gas or condensate that may be produced in any pool to an
amount less than the amount that the pool could produce if
no limitation were imposed, the commission shall, subject to
the reasonable necessities for the prevention of waste, allo-
cate the allowable production among the several wells or
producing properties in the pool so that each person entitled
thereto will have a reasonable opportunity to produce or to
receive his justand equitable share of the production.

5

6
t

8
9

10
11
12
13

6.3 In fixing oil allowables based on reasonable market
demand, the commission shall not be required to determine
the reasonable market demand applicable to any single pool
or group of pools, except in relation to all other pools and in
relation to the reasonable market demand applicable to the
state. In allocating oil allowables to pools, the commission
may consider, but shall not be bound by, nominations of
purchasers to purchase from particular pools or groups. The
commission shall allocate the oil allowable for the common-
wealth in such manner as will prevent undue discrimination
among pools that would result from selective buying or
nomination by purchasers.

14
15
16
17
IS
19
20
21
99

23
24
25

Section 7. Well Spacing.—7.l The commission shall
promptly establish spacing units for each pool except in those
pools that have been developed to such an extent that it
would be impracticable or unreasonable to establish spacing
units at the existing stage of development.

i

9

6

4
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6 7.2 An order establishing spacing units shall specify the
size and shape of the units, which shall be such as will, in the

8 opinion of the commission, result in the efficient and eco
9 nomical development of the pool as a whole. The size of the

10 spacing units shall not be smaller than the maximum area
11 that can be efficiently and economically drained by one well;
12 provided, that if, at the time of a hearing to establish spacing
13 units, there is not sufficient evidence from which to determine
14 the area that can be efficiently and economically drained by
15 one well, the commission may make an order establishing
16 temporary spacing units for the orderly development of the
17 pool pending the obtaining of the information required to
18 determine what the ultimate spacing should be.
19 7.3 Except where circumstances reasonably require, spac-
-20 ing units shall be of approximately uniform size and shape for
21 the entire pool. The commission may establish spacing units
22 of different sizes or shapes for different parts of a pool or may
23 grant exceptions to the size or shape of any spacing unit or
24 units or may change the size or shape of one or more existing
25 spacing units. Where spacing units of different sizes or shapes
26 exist in a pool, the commission shall, if necessary, make such
0

/ QnniC!fmm-il of tho qllrvtt’O Kl o nvAnnnliAn 1 fho n-nll r\r> iTTrillo27 adjustment of the allowable production from the well or wells
28 drilled thereon so that each person entitled thereto in each
29 spacing unit will have a reasonable opportunity to produce or
30 receive his just and equitable share of the production.
31 7.4 An order establishing spacing units shall specify the
32 location for the drilling of a well thereon, in accordance with
33 a reasonably uniform spacing pattern, with necessary excep-
-34 tions for wells drilled or drilling at the time of the filing of the
35 application. If the commission finds that a well drilled at the
36 prescribed location would not be likely to produce in paying
37 quantities, or that surface conditions would substantially add
38 to the burden or hazard of drilling such well, or for other
39 good cause shown, the commission is authorized to make an
40 order permitting the well to be drilled at a location other
41 than that prescribed by such spacing order. In so doing, the
42 commission shall, if necessary, make such an adjustment of
43 the allowable production from the well drilled thereon so that
44 each person entitled thereto in such spacing unit shall not
45 produce or receive more than his just and equitable share of
46 the production
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47 7.5 An order establishing spacing units for a pool shall
48 cover all lands determined or believed to be underlaid by such
49 pool, and may be modified by the commission from time to
50 time to include additional lands determined to be underlaid
51 by such pool or to exclude lands determined not to be
52 underlaid by such pool.
53 7.6 An order establishing spacing units may be modified
54 by the commission to change the size or shape of one or more
55 spacing units, or to permit the drilling of additional wells on
56 a reasonably uniform pattern.
57 7.7 After the date of the notice for a hearing called to
58 establish spacing units, no additional well shall be com-
-59 menced for production from the pool until the order estab-
-60 fishing spacing units has been made, unless the commence-
-61 ment of the well is authorized by order of the commission.

1 Section 8. Integration of Interests in Spacing Units.—
2 8.1 When two or more separately owned tracts are era-
-3 braced within a spacing unit, or when there are separately
4 owned interests in all or a part of a spacing unit, the
5 interested persons may integrate their tracts or interests for
6 the development and operation of the spacing unit. In the
7 absence of voluntary integration, the commission, upon the
8 application of any interested person, may make an order
9 integrating all tracts or interests in the spacing unit for the

10 development and operation thereof and for the sharing of
11 production therefrom. The commission, as a part of the order
12 establishing a spacing unit or units, may prescribe the terms
13 and conditions upon which the royalty interests in the unit or
14 units shall, in the absence of voluntary agreement, be deemed
15 to be integrated without the necessity of a subsequent
16 separate order integrating the royalty interests. Each such
17 integration order shall be upon terms and conditions that are
18 justand reasonable.
19 8.2 All operations, including, but not limited to, the
20 commencement, drilling, or operation of a well upon any
21 portion of spacing unit for which an integration order has
22 been entered, shall be deemed for all purposes the conduct of
23 such operations upon each separately owned tract in the
24 spacing unit by the several owners thereof. That portion of
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25 the production allocated to a separately owned tract included
26 in a spacing unit shall, when produced, be deemed, for all
27 purposes, to have been actually produced from such tract by
28 a well drilled thereon.
29 8.3 Each such integration order shall authorize the drill-
-30 ing, equipping, and operation, or operation, of a well on the
31 spacing unit; shall provide who may drill and operate the
32 well; shall prescribe the time and manner in which all the
33 owners in the spacing unit may elect to participate therein;
34 and shall make provision for the payment by all those who
35 elect to participate therein of the reasonable actual cost
36 thereof, plus a reasonable charge for supervision and interest.
37 If requested, each such integration order shall provide for one
38 or more just and equitable alternatives whereby an owner
39 who does not elect to participate in the risk and cost of the
40 drilling and operation, or operation, of a well may elect to
41 surrender his leasehold interest to the participating owners on
42 some reasonable basis and for a reasonable consideration
43 which, if not agreed upon, shall be determined by the
44 commission, or may elect to participate in the drilling and
45 operation, or operation, of the well, on a limited or carried
46 basis upon terms and conditions determined by the commis-
-47 sion to be just and reasonable. If one or more of the owners
48 shall drill, equip, and operate, or operate, or pay the costs of
49 drilling, equipping, and operating, or operating, a well for the
50 benefit of another person as provided for in an order of
51 integration, then such owner or owners shall be entitled to
52 the share of production from the spacing unit accruing to the
53 interest of such other person, exclusive of a royalty not to
54 exceed one eighth of the production, until the market value
55 of such other person’s share of the production, exclusive of
56 such royalty, equals the sums payable by or charged to the
57 interest of such other person. If there is a dispute as to the
58 costs of drilling, equipping, or operating a well, the commis-
-59 sion shall determine such costs. In instances where a well is
60 completed prior to the integration of interests in a spacing
61 unit, the sharing of production shall be from the effective
62 date of the integration, except that, in calculating costs,
63 credit shall be given for the value of the owner’s share of any
64 prior production from the well.
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Section 9. Unit Operations.—9.l The commission upon
ts own motion may, and upon the application of any
nterested person shall, hold a hearing to consider the need

>

6

he operation as a unit of one or more pools or part4

■of in a field.5

9.2 The commission shall make an order providing for the
unit operation of a pool or part thereof if it finds that:

6

9.2.1 such operation is reasonably necessary to increaseS

bstantially the ultimate recovery of oil or gas; and9

9.2.2 the value of the estimated additional recovery of oil10
or gas exceeds the estimated additional cost incident to11
conducting such operations.12

9.3 The order shall be upon terms and conditions that are
just and reasonable and shall prescribe a plan for unit
operations that shall include:

13
14
15

9.3.1 a description of the pool or pools or parts thereof to
be so operated, termed the unit area;

16

17
9.3.2 a statement of the nature of the operations con-

templated ;

18
19

9.3.3 an allocation to the separately owned tracts in the
unit area of all the oil and gas that is produced from the unit

10
21

area and is saved, being the production that is not used in the
conduct of operations on the unit area or not unavoidably
lost. The allocation shall be in accord with the agreement, if
any, of the interested parties. If there is no such agreement,
the commission shall determine the relative value, from
evidence introduced at the hearing, of the separately owned
tracts in the unit area, exclusive of physical equipment, for
development of oil and gas by unit operations, and the
production allocated to each tract shall be the proportion
that the relative value of each tract so determined bears to
the relative value of all tracts in the unit area.

79

3

24
o

26
?7

i

2S

29
30
31
32

9.3.4 a provision for the credits and charges to be made in
the adjustment among the owners in the unit area for their
respective investments in wells, tanks, pumps, machinery,
materials, and equipment contributed to the unit opera-
tions ;

33
54

35
36

9.3.5 a provision providing how the costs of unit opera-
tions, including capital investments, shall be determined and

IS

39
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charged to the separately owned tracts and how said costs
shall be paid, including a provision providing when, how, and
by whom the unit production allocated to an owner who does
not pay the share of the cost of unit operations charged to

40
41
42
43

such owner, or the interest of such owner, may be sold and
the proceeds applied to the payment of such costs;

44
45

9.3.6 a provision, if necessary, for carrying or otherwise
financing any person who elects to be carried or otherwise

46
47

financed, allowing a reasonable interest charge for such
service payable out of such person’s share of the produc-
tion :

48
49
50

9.3.7 a provision for the supervision and conduct of the
unit operations, in respect to which each person shall have a
vote with a value corresponding to the percentage of the costs

51
52

53
of unit operations chargeable against the interest of such
person ;

54
oo
56 9.3.8 the time when the unit operations shall commence,

and the manner in which, and the circumstances under which,
the unit operations shall terminate; and

3/

58

9.3.9 such additional provisions that are found to be
appropriate for carrying on the unit operations, and for the
protection of correlative rights.

59
60
61

9.4 No order of the commission providing for unit opera-
tions shall become effective unless and until the plan for unit
operations prescribed by the commission has been approved
in writing by those persons who, under the commission’s
order, will be required to pay at least fifty-one per cent of the
costs of the unit operation, and also by the owners of at least

62
63
64
65
66
6*7

fifty-one per cent of the production or proceeds thereof that
will be credited to interests which are free of cost, such as
royalties, overriding royalties, and production payments, and
the commission has made a finding, either in the order
providing for unit operations or in a supplemental order, that
the plan for unit operations has been so approved. If the plan

68
69
70
71
79rz

73
it operations has not been so approved at the time the74

der providing for unit operations is made, the commission/ o

76 notice hold such supplemental
i to determine if and when the
been so approved. If the persons

shall upon application an
hearings as may be requiri

rations ha8



HOUSE —No. 2638. | Jan.18

79 owning required percentage of interest in the unit area do not
approve the plan for unit operations within a period of six
months from the date on which the order providing for unit
operations is made, such order shall be ineffective, and shall
be revoked by the commission unless for good cause shown
the commission extends said time.

80
81
82
83
84

9.5 An order providing for unit operations may be
amended by an order made by the commission in the same
manner and subject to the same conditions as an original
order providing for unit operations, provided (a) if such an
amendment affects only the rights and interests of the
owners, the approval of the amendment by the royalty
owners shall not be required, and (b) no such order of
amendment shall change the percentage for the allocation of
oil and gas as established for any separately owned tract by
the original order, except with the consent of all persons
owning oil and gas rights in such tract, or change the
percentage for the allocation of cost as established for any
separately owned tract by the original order, except with the
consent of all owners in such tract.

85
86
87
88
89
90
91
92
93
94
95
96
97
98

9.6 The commission, by an order, may provide for the
unit operation of a pool or pools or parts thereof that
embrace a unit area established by a previous order of the
commission. Such order, in providing for the allocation of
unit production, shall first treat the unit area previously
established as a single tract, and the portion of the unit
production so allocated thereto shall then be allocated among
the separately owned tracts included in such previously
established unit area in the same proportions as those speci-
fied in the previous order.

99
100
101
102
103
104
105
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107
108

9.7 An order may provide for unit operations on less than
the whole of a pool where the unit area is of such size and
shape as may be reasonably required for that purpose, and
the conduct thereof will have no adverse effect upon other
portions of the pool.

109
110
11l
112
113

9.8 All operations, including, but not limited to, the com-
mencement, drilling, or operation of a well upon any portion
of the unit area shall be deemed for all purposes the conduct
of such operations upon each separately owned tract in the

114
115
116
117
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118 unit area by the several owners thereof. The portion of the
unit production allocated to a separately owned tract in a
unit area shall, when produced, be deemed, for all purposes,
to have been actually produced from such tract by a well
drilled thereon. Operations conducted pursuant to an order of
the commission providing for unit operations shall constitute
a fulfillment of all the express or implied obligations of each
lease or contract covering lands in the unit area to the extent
that compliance with such obligations cannot be had because
of the order of the commission.

119
120
121
122
123
124
125
126
127

9.9 The portion of the unit production allocated to any
tract, and the proceeds from the sale thereof, shall be the
property and income of the several persons to whom, or to
whose credit, the same are allocated or payable under the
order providing for unit operations.

128
129
130
131
132

9.10 No division order or other contract relating to the
sale or purchase of production from a separately owned tract
shall be terminated by the order providing for unit opera-
tions, but shall remain in force and apply to oil and gas
allocated to such tract until terminated in accordance with
the provisions thereof.

133
134
135
136
137
138

9.11 Except to the extent that the parties affected so
agree, no order providing for unit operations shall be con-
strued to result in a transfer of all or any part of the title of

139
140
141

any person to the oil and gas rights in any tract in the unit
area. All property, whether real or personal, that may be
acquired in the conduct of unit operations hereunder shall be
acquired for the account of the owners within the unit area,
and shall be the property of such owners in the proportion
that the expenses of unit operations are charged.

142
143
144
145
146
147

1 Section 10. Approval of Unit Agreements.—lo.l An
2 agreement for the unit or cooperative development or opera-
-3 tion of a field, pool, or part thereof, may be submitted to the
4 commission for approval as being in the public interest or
5 reasonably necessary to prevent waste or protect correlative
6 rights. Such approval shall constitute a complete defense to
7 any suit charging violation of any statute of the state relating
8 to trusts and monopolies on account thereof or on account of
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9 operations conducted pursuant thereto. The failure to submit
10 such an agreement to the commission for approval shall not
11 for that reason imply or constitute evidence that the agree-
-12 ment or operations conducted pursuant thereto are in viola-
-13 tion of laws relating to trusts and monopolies.

Section 11. Rules, Regulations, Orders and Hearings.— ll.l
No rule, regulation, or order, or amendment thereof, except in
an emergency, shall be made by the commission without a
public hearing.

1
9

3
4

�11.2 When an emergency requiring immediate5
6 found to exist, the commission may make an emergency order

which shall be effective when
shall be effective for more than

7 without notice or hearing.
8 made. No emergency ord

lav:
by this act shall be given by the10 11.3 Any notice requirec

the election of tl11 commission. Any such no
one or more of the following12 sion, may be given by an

13 methods: (a) personal service, (6) publication in one or
14 more issues of a newspaper in general circulation in the state

capital or of a newspaper of general circulation in the county15
where the land affected or some part thereof is situated, or16
(c) by United States mail addressed, postage prepaid, to the17
last known mailing address of the person or persons affected.18
The date of service shall be the date on which service was19
made in the case of personal service, the date of first20
publication in the case of notice by publication, and the date21

22 of mailing in the case of notice by mail. The notice shall issue
in the name of the state, shall be signed by the chairman or23
secretary of the commission, shall specify the style and24

25 number of the proceeding, the time and place of the hearing,
nd shall briefly state the purpose of the proceeding. Should26

the commission elect to give notice by personal service, such/

8 service may be made by an officer authorized to serve process,-
:9 or by any agent of the commission, in the same manner as ifljr29

provided by law for the service of process in civil action inBO
the courts of the state. Proof of the service by such age31

32 shall be by the affidavit of the agent making personal

11.4 All rules, regulations, and orders made by the co34
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mission shall be in writing, shall be filed with the secretary of
the commonwealth.

35
36
37 11.5 The commission may act upon its own motion or

upon the application of any interested person. On the filing of
an application concerning any matter within the jurisdiction
of the commission that requires a hearing, the commission
shall promptly fix a date for a hearing thereon, and shall
cause notice of the hearing to be given. The hearing shall be
held without undue delay after the filing of the application.
The commission shall make its order within thirty days after
the conclusion of the hearing.

38
39
40
41
42
43
44
45

Section 12. Production of Evidence—Contempt.— 12.1
Any member of the commission shall have the power to
summon witnesses, to administer oaths, and to require the
production of records, books, and documents for examination
at any hearing or investigation conducted by the commis-

1
9

3

4
3

6 sion.

12.2 Upon failure or refusal on the part of any person to
comply with a subpoena issued by the commission, or upon
the refusal of any witness to testify as to any matter
regarding which he may be interrogated and which is perti-
nent to the hearing or investigation, any court of record in
the state, upon application of the commission, may issue an
attachment for such person and compel him to comply with
such subpoena, and to attend before the commission and
produce such records, books, and documents for examination,
and to give his testimony. Such court shall have the power to
punish for contempt as in the case of disobedience to a like
subpoena issued by the court, or for refusal to testify
therein.

i

8
9

10
11
12
13
14
15
16
17
18
19

13.1 It shall be unlawfulOUei1 sf

;ct to a fine of not more than five hundred dollars
3 imprisonment for a term not exceeding one year, or to both
4 such fine and imprisonment, for any person
5 13. any provisioi

the commission:6 any rule, regulation or or
nee operation for the drill!7 13.1.2 To commence operation for the drilling of a well

8 for oil or gas without first giving to the commission notice of

ICTION 13. 1
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9 intention to drill, or without first obtaining a permit from the
10 commission, under such rules and regulations as may be
11 prescribed by the commission;
12 13.1.3 To do any of the following for the purpose of
13 evading or violating this act, or any rule, regulation, or order
14 of the commission; make any false entry or statement in a
15 report required by this act or by any rule, regulation, or order
16 of the commission; make or cause to be made any false entry
17 in any record, account, or memorandum, required by this act,
IS or by any such rule, regulation, or order; omit, or cause to be
19 omitted, from any such record, account, or memorandum,
20 full, true, and correct entries as required by this act, or by
21 any such rule, regulation, or order; or remove from this state
22 or destroy, mutilate, alter, or falsify any such record, account,
23 or memorandum.

1 Section 14. Civil Penalties.—l4.l Any person who vio-
-2 lates any provision of this act, or any rule, regulation, or
3 order of the commission shall also be subject to a civil
4 penalty of not more than fifty dollars for each act of violation
5 and for each day that such violation continues.
6 14.2 The penalties provided in this section shall be re-
-7 coverable by civil suit filed by the attorney general in the
8 name and on behalf of the commission in the superior court
9 of the county in which the defendant resides or in which any

10 defendant resides, if there be more than one defendant, or in
11 the superior court of any county in which the violation
12 occurred. The payment of any such penalty shall not operate
13 to legalize any illegal oil, illegal gas, or illegal product
14 involved in the violation for which the penalty is imposed or
15 relieve a person on whom the penalty is imposed from
16 liability to any other person for damages arising out of such
17 violation.

1 Section 15. Aiders and Abettors.—ls.l Any person
2 knowingly aiding or abetting any other person in the viola-
-3 tion of any provision of this act, or any rule, regulation, or
4 order of the commission shall be subject to the same punish-
-5 ment and penalty prescribed by this act for the violation by
6 such other person.
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Section 16. Illegal Oil, Gas, and Products. —16.1 The
sale, purchase, acquisition, transportation, refining, process-
ing, or handling of illegal oil, illegal gas, or illegal product is
hereby prohibited. However, no penalty by way of fine shall
be imposed upon a person who sells, purchases, acquires,
transports, refines, processes, or handles illegal oil, illegal gas,
or illegal product unless (1) such person knows, or is put on
notice of, facts indicating that illegal oil, illegal gas, or illegal
product is involved, or (2) such person fails to obtain a
certificate of clearance with respect to such oil, gas, or
product if prescribed by order of the commission, or fails to
follow any other method prescribed by an order of the
commission for the identification of such oil, gas, or
product.

1
9

3
4
o
6
t

8
9

10
11
12
13
14

16.2 Illegal oil, illegal gas, and illegal product are de-
clared to be contraband and are subject to seizure and sale as
herein provided. Seizure and sale shall be in addition to any
and all other remedies and penalties provided in this act for
violations relating to illegal oil, illegal gas, or illegal product.
Whenever the commission believes that any oil, gas, or
product is illegal, the commission, acting by the attorney
genera], shall bring a civil action in rem in the superior court
of the county where such oil, gas, or product is found, to seize
and sell the same, or the commission may include such an
action in rem in any suit brought for an injunction or penalty
involving illegal oil, illegal gas, or illegal product. Any person
claiming an interest in oil, gas, or product affected by any
such action in rem shall have the right to intervene as an
interested party in such action.

15
16
17
18
19
20
21
99

23
24
25
26
27
28
29

16.3 Actions for the seizure and sale of illegal oil, illegal
gas, or illegal product shall be strictly in rem, and shall
proceed in the name of the state as plaintiff against the oil,
gas, or product as defendant. No bond or similar undertaking
shall be required of the plaintiff. Upon the filing of the
petition for seizure and sale, the clerk of the court shall issue
a summons, with a copy of the petition attached thereto,
directed to the sheriff of the county or to such other officer or
person that the court may designate, for service upon any
and all persons having or claiming any interest in the oil, gas,
or product described in the petition, which summons shall

30
31
32
33
34
35
36
37
38
39
40
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command such persons to appear and answer within ten days
after the issuance and service of such summons. Such persons
need not be named or otherwise identified in the summons,
and the summons shall be served by posting a copy of the
summons, with a copy of the petition attached, on any public
bulletin board in or at the court house of a county where the
oil, gas, or product involved is located, and by posting
another copy thereof at or in the immediate vicinity of the
place where such oil, gas, or product is located. Such posting
shall constitute notice of the action to all persons having or
claiming any interest in the oil, gas, or product described in J
the petition. Service shall be completed by the filing of an
affidavit by the person making the service, stating the time
and manner of making such service. Any person who fails to
appear and answer within the period of ten days shall be
forever barred by the judgment based on such service. The
posting of copies of the summons and petition as above
provided shall operate to place the state in constructive
possession of the oil, gas, or product described in the petition.
In addition, if the court, on a properly verified petition, or
affidavit or affidavits, or oral testimony, finds that grounds
for seizure and for sale exist, the court shall issue an immed-
iate order of seizure, describing the oil, gas, or product to be
seized, and directing the sheriff of the county to take such oil,
gas, or product into his custody, actual or constructive, and
to hold the same subject to further orders of the court. The
court, in such order of seizure, may direct the sheriff to
deliver the oil, gas, or product seized by him under the order
to an agent appointed by the court, as the agent of the court;
such agent shall give bond in an amount and with such surety
as the court may direct, conditioned upon his compliance
with the orders of the court concerning the custody and
disposition of such oil, gas, or product.

41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
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59
60
61
62
63
64
65
66
67
68
69
70
71
79rz
73

16.4 Any person having an interest in oil, gas, or
described in an order of seizure and contesting the right of
the state to the seizure and sale thereof may, prior to the sale
thereof as herein provided, obtain the release thereof, upon
furnishing bond to the sheriff, approved by the court, in an
amount equal to one hundred and fifty per cent of the market
value of the oil, gas, or product to be released, and con-

74
75

76
a

78
79
80
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ditioned as the court may direct upon redelivery to the sheriff
of such commodity released or upon payment to the sheriff of
the market value thereof as the court may direct, if and when
ordered by the court, and upon full compliance with the
further orders of the court.

81
82
83
84
85

16.5 If the court, after a hearing upon a petition for the
seizure and sale of oil, gas, or product, finds that such oil, gas,
or product is contraband, the court shall order the sale
thereof by the sheriff in the same manner and upon the same
notice of sale as provided by law for the sale of personal
property on execution of judgment entered in a civil action,
except that the court may order that the oil, gas, or product
be sold in specified lots or portions and at specified intervals.
Upon such sale, title to the oil, gas, or product sold shall vest
in the purchaser free of the claims of any and all persons
having any title thereto or interest therein at or prior to the
seizure thereof, and the same shall be legal oil, legal gas, or
legal product, as the case may be, in the hands of the
purchaser.
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16.6 All proceeds derived from the sale of illegal oil,
illegal gas, or illegal product, as above provided, after pay-
ment of costs of suit and expenses incident to the sale and all
amounts paid as penalties provided for by this act, shall be
paid into the state treasury for the use of the commission in
defraying its expenses in the same manner as other funds
provided by law for the use of the commission.

100
101
102
103
104
105
106

1 Section 17. Injunctions Against Violation. —17.1 When-
-2 ever it appears that any person is violating or threatening to
3 violate any provision of this act, or any rule, regulation, or
4 order of the commission, the commission may bring suit
5 against such person in the superior court of the county in
6 which the office of the commission is located or of any county
7 where the violation occurs or is threatened, or in the county
8 in which the defendant resides or in which any defendant
9 resides if there is more than one defendant, to restrain such

10 person from continuing such violation or from carrying out
11 the threat of violation. Upon the filing of any such suit,
12 summons issued to such person may be directed to the sheriff
13 of any county in this state for service by such sheriff or his
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deputies. In any such suit, the court shall have jurisdiction to
grant to the commission, without bond or other undertaking,
such prohibitory or mandatory injunctions as the facts may
warrant, including temporary restraining orders and pre-
liminary injunctions.

14
15
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17.2 If the commission shall fail to bring suit to enjoin a
violation or threatened violation of any provision of this act,
or any rule, regulation, or order of the commission, within ten
days after receipt of written request to do so by any person
who is or will be adversely affected by such violation, the
person making such request may bring suit in his own behalf
to restrain such violation or threatened violation in any court
in which the commission might have brought suit. The
commission shall be made a party defendant in such suit in
addition to the person violating or threatening to violate a
provision of this act, or a rule, regulation, or order of the
commission, and the action shall proceed and injunctive relief
may be granted without bond, or other undertaking, in the
same manner as if the suit had been brought by the com-
mission.
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1 Section 18. Constitutionality.—lB.l If any section, sub-
-2 section, sentence or clause of this act if adjudged to be
3 unconstitutional or invalid, such adjudication shall not affect
4 the validity of the remaining portion of this act.






