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» 520.5.§87.1 Oklahoma

Conservation

» Okla. Const. Art. 9, § 20

» Prevent Waste and Protect Correlative Rights



Oklahoma Precedent Establishing

OCC Authority

Patterson v. Stanolind Oil & Gas Co., 1938 OK 138, 77 P.2d 83

“Police power of the state extends to protecting ... correlative rights.”

Helmerich & Payne, Inc. v. Corp. Comm’n, 1975 OK 419, 532 P.2d 419

“Power to regulate the production of gas and oil is derived from the police
power.”

Okla. Nat. Gas Co. v. Choctaw Gas Co., 1951 OK 224, 236 P.2d 970

“Authority ... may be properly delegated to Corporation Commission.”



Impact of Existing Law
on Private Contracts

» “Itis well setftled that the existing applicable law is a part of
every contract, the same as if expressly referred to or

incorporated in its terms.”

» East Central Elec. Co-op., Inc. v. Public Serv. Co., 1970
OK 80

» “One whose rights, such as they are, are subject to state
restriction, cannot remove them from the power of the state
by making a contract about them. The contract will carry

with it the infirmity of the subject matter.”
» Hudson Cty. Water Co. v. McCarter, 209 U.S. 349 (1908).
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Police Power
Impact on
Private

Contracts

“It may be said that all property rights, including contracts are
subject to the proper exercise of the police power.”

» State exrel. Roth v. Waterfield, 1933 OK 546

“Changes in the obligations of contracts may be made when
made as a proper exercise of the police power ... and as
such enters into the terms and provisions of the contract.”

» State exrel. Roth v. Waterfield, 1933 OK 546

“IThe Police Power] may be treated as an implied condition
of every contract and, as such, as much of the contract as
though it were written into it.”

» East N.Y. Sav. Bank v. Hahn, 326 U.S. 230 (1945)



Early Challenges to State Police
Powers

» The Conftracts Clause — Art. 1
Section 10, U.S. Const.

» No State shall ... pass any ...
Law impairing the Obligation
of Contracts ....

» State exrel. Roth v. Waterfield,
1933 OK 546, 29 P.2d 24

» Paftterson v. Stanolind Oil &
Gas Co., 1938 OK 138, 77 P.2d
83




Recent Challenges 1o
State Police Powers &
Defining OCC Authority

»  Coryv. Cimarex, 2021 WL 1108596 (W.D. Okla. 2021)

» “OCC'sregulatory authority ... is incorporated into private oil and gas leases
by operation of law.”

»  FourPoint Energy, LLC v. BCE-Mach Il LLC, 2021 OK CIV APP 46, 503 P.3d 435

» “[Plarties... may not ... redelegate by private agreement the Commission-
conferred power to designate a unit operator, nor seek relief in the district
courts over certain matters of public interest, including the prohibition and
conftrol of waste and the protection of correlative rights.”

» Toklan Oil and Gas Corp. v. Citizen Energy lll, LLC, 2022 OK CIV APP 37, 520 P.3d 848

» “Commission does not have jurisdiction to alter the ownership of royalty or to
shift royalty away from the party taking the working interest pursuant to a
pooling order.”




Key Takeaways

» Definition of State Police Powers
» Police Powers may be delegated to State agency
» Police Powers will not be limited by private contract

» Agency utilization of Police Powers will be limited by scope of
delegated power



Thank you

Matt Hill
Mahaffey & Gore P.C.
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