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FOREWORD

' This pamphlet contains condensedinformation on the background, organization,
functions and purposes of the Interstate Compact to Conserve Oil and Gas. Only the
highlights of the growth, organization and activities of the Interstate Oil Compact

Commission are included in this handbook; however, for those interested, other
material will give more detailed history of the Compact.

The text of the Compact, as has been approved by Congress successivelysince
1935, will be found beginning on page seven, followed by the Bylaws of the Commis-
sion, as authorized by the Compact. All actions of the Commission and all operations
carrying out the orders of the Commission are taken in accordance with these bylaws.

Copies of this pamphlet, Commissionpublications, committee reports, various
conservation studies and other available information will be furnished promptly upon
request to the Interstate Qil Compact Commission Headquarters Office.

s LAWRENCE R. ALLEY
Executive Secretary

Published and Distributed by

INTERSTATE OIL COMPACT COMMISSION
p. O. Box 53127
Oklahoma City, Oklahoma 73105

Revised 1969
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'The purpose of this Compact is to conserve oil a

o 2 nd gas by the prevention of physical waste
chereof, from any RERE |

These words from the Interstate Compact to Con

+he rnost powerful twenty-one words in American indus
}tl igﬂd the course of an industry, "
cha

serve Oil and Gas have been referred to as J ;
trial life today'" and as "words which have | 1§

The Cominission, created in 1935,

for interstate cooperation to prevent avoidable waste of oil and gas
oil and gas production and to preserve to the

Twenty-nine states, concerned with the co
treaty, and four other states, with prospects for

On ten occasions, Congress has given its approval of the Interstate Compact to Conserve Oil and
Gas. In 1957, the United States Attorney General reported to Congress that it was justifiable to

ascribe ''a good deal of the improvement in industry operations' to the promotional activities of the
Compact Commission. The 1969 Report of the Attorney General states

nservation of their oil and gas, have ratified the _, |
oil and gas, participate as associate members.

, these meetings have enabled regulatory personnel

ange views on mutual problems, or to make per-
sonal contacts with opposite numbers in other States or in the industry as sources of aid if a novel

problem should arise. Efforts initiated by the Department of the Interior to take advantage of the

Compact's focal position with State agencies have used its Commission as a vehicle for exchange of
data and views on mutual Federal and State inf

moralization. Prior to 1925, most of the oil producing states had no overproduction problems. In
the years that followed, unprecedented discoveries, coupled with inadequate control laws, left the
oil industry overburdened with success in finding more oil than could be transported,
stored. Voluntary agreements among operators in some of the prolific fields met with little success
and the imposition of martial law was even necessary in Texas and Oklahoma to attempt to control
the deteriorating situation. As gas was being vented uselessly in the air, oil was being wasted in

earthen tanks, During this painful period, powerful forces in Washington, as well as some industry
leaders, saw federal control of the industry as the only solution.

consumed or

In 1924, the Federal Oil Conservation Board was created, and during the next ten yvears, two
oviding for federal control were introduced in Congress. But thislegislation was not received

enthusiastically because of the majority belief that the prevention of waste of oil and gas 1s an obli-
gation of the states.,

bills pr

Secretary of Interior Ray Lyman Wilbur is believed to be the first to suggest, in 1929, the
formation of an interstate compact to conserve oil and gas. It soon became apparent that the prob-
lem of °Ve€rproduction was an interstate one which could not be solved by each state acting individu-
ally, On February 28, 1931, the governors of Kansas, New Mexico, Oklahoma and Texas met at
Fort Worth, Texas, on call of the Oklahoma Governor, William H. Murray. This resulted in the
Creation of the Ojff States Advisory Committee ''to study the present distressed condition of the pe-
troleum industry and to make recommendations for uniform legislation looking to the relief of said |
Ndustry ang the conservation of oil and gas.' It held its first session in Texarkana, Texas, on | B

?amh 7 1931, with representatives from Arkansas, California, Kansas, Louisiana, Oklahoma, .'
€Xas ang Wyoming pPresent. I
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Following further meetings, the committee appeared before the Federal Oil Conservatigp
Board and urged that efforts be made to stabilize oil production and curtail imports. It called for
coordination among the states with federal cooperation and the enactment of sound conservation lawsg
by the states. The committee recommended that an interstate agreement for coordination of eon-

servation measures be authorized, but no action was then taken. The committee functioned until the
days of the National Recovery Act.

The Code of Fair Competition was then drawn by NRA and enforced throughout the oil produc-
Ing areas. But, in 1934, the United States Supreme Court declared the National Recovery Act and
the National Industrial Recovery Act unconstitutional.

At this point, the problem of conservation became a verbal argument between those who
favored enactment of a federal act to control production and others who contended that the states,
by cooperative action, could best regulate production to prevent waste.

Secretary of Interior Harold Ickes, in a speech in November, 1934, called for strong federal
controls of the industry and for a declaration that the industry be held as a public utility. However,
a month later, a subcommittee of the House Interstate and Foreign Commerce Committee reported
to the Congress, strongly urging upon the oil producing states ""the adoption of state compacts to

deal with the problems of production of petroleum with which individual states are powerless to
cope, "

CREATION

After the 1934 general election, the governor-elect of Oklahoma, E. W. Marland, once the
head of a major oil company, called a meeting at his home in Ponca City for December 3, 1934, to
begin negotiations for atreaty of voluntary cooperation among the states. The governors of Kansas,
Oklahoma and Texas and representatives of five other states attended. Another meeting was held
in Ponca City a month later with wider representation. Strong opposition was expressed to any form
of federal control of the oil industry, but there appeared to be such a wide difference of opinion as
to what the compact should contain that it seemed impossible to reach any plan of operation.

The group adopted a motion petitioning Congress to enact legislation permitting the creation

of an interstate compact to conserve oil and gas. An attempt by Texas to add a section specifically
prohibiting price fixing was tabled.

The farsighted statesmen met for the third time in Dallas, Texas, February 15-16, 1935, at
the call of Governor Marland. Representatives from Arkansas, California, Colorado, Illinois,
Kansas, Michigan, New Mexico, Oklahoma and Texas were present,

The compact itself was a compromise between the views of Governor Marland and Governor
James V. Allred of Texas, Governor Marland wanted authorization for an interstate agency to per-
iodically estimate demand for both domestic and imported oil and allocate production to the states.
He recommended conservation through prevention of economic, as well as physical waste. The
Texas delegates bitterly opposed any implication of price control and argued that the sole purpose
of such a compact agreement was the conservation of oil and gas bypreventing physical waste. Con-
ferees named Warwick M. Downing of Colorado as subcommittee chairman to draft a compromise.
Working with him were Judge Elwood Fouts of Texas and Senator Tom Anglin of Oklahoma.

The compromise provided that ''the Commission shall have the power to recommend the co-
ordination of the exercise of the policepowers of the several states within their several jurisdictions
to promote the maximum ultimate recovery from the petroleum reserves of the said states and to
recommend measures for the maximum ultimate recovery of oil and gas." Thus, Governor Marland
receded from his demand that the Commission be given power to allocate production of oil to the
states and Governor Allred conceded changes which eliminated provisions of his proposal interpret-
ed as forbidding signatory states individually to treat overproduction as waste.

To alleviate fears that the Compact was an attempt at anything stronger, it declared the
Compact's purpose was not to {ix oil prices, create a monopoly or ''promote regimentation'' of the
industry. No state was asked to surrender any of its police powers over conservation, but merely
agreed to work for conservation of oil and gas and the prevention of physical waste through its own
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{,stablished regulatory agencies,

Illinois,
New Mexico was the first state to ratify the Compact, on February 25. Colorado,

Kansas, Oklahoma and Texas then approved it and Congressional authc‘:rization Wasg*t;talrgsliignl;l:f
27, 1935. On September 12, 1935, an organizational meeting was held .1n (_)klaharn? . ln:,af PP
.t which time the Interstate Oil Compact Commission was formed to vitalize provisio

pact. Governor Marland became the first chairman,

. three
: By its terms, the Compact was a two-year agreement. It was extended by Cﬂngres:;r Ser-
' (imes for two-year periods, From 1943 through 1967 the Compact was extended for four-y
iods, and since 1967 has again been extended for two years,

GROWTH

From the initial six-state membership, the Compact has now grown to twenty- nine mez:nd:;hersl,,c
in addition to four associate members. Michigan joined in 1939; Arkansas, Louisiana, New YOor
and Pennsylvania in 1941; Kentucky in 1942; Ohio in 1943; Montana, West Virginia, Alabama ar}d
Florida in 1945; Tennessee and Indiana in 1947; Mississippi in 1948; Nebraska and North Dakota 1in
1953; South Dakota and Wyoming in 1955; Utah in 1957; and Maryland in 1959. Georgia became the
first associate member in 1946, after amendment of the Bylaws to extend such privileges to sta.te:.s
having no oil or gas production but prospects thereof. Arizona joined a2s an associate member 1n
1951, and became a full member in 1955. Washington, Nevada and Alaska became associate mem-
bers in 1953, with Nevada attaining full membership in 1955 and Alaska in 1957. Oregon became an
associate member in 1954, and Idaho joined as an associate member in 1960.

Although the Compact permits any state to withdraw upon sixty days' notice, no state has
ever exercised that right.

Several federal agencies and foreign governments have been invited to participate in Com-
mission activities as official observers. These include the Provinces of Alberta and Saskatchewan
in Canada, Venezuela, the United States Department of Defense, the United States Department of the
Interior, and the Federal Power Commission. These observers may attend all sessions, participate
in studies and discussions, and make recommendations concerning the policies, program and work

of the Commission, but they have no vote. These conditions also apply to representatives of the
assoclate states,

PURPOSE OF THE COMPACT

L-l-

The aim of the sovereignties comprising the Compact Commission is expressed in definite
terms in Article II of the pact, which states that ''the purpose of this Compact is to conserve oil and
gas by prevention of physical waste thereof from any cause."

Article VI declares it is the Commission's duty ''to make inquiry and ascertain from time to ‘
time such methods, practices, circumstances and conditions as may be disclosed for bringing about 25

conservation and the prevention of physical waste of oil and gas'' and report "its findings and recom- E |
mendations to the several states for adoption or rejection. " :g::
CS,
Fach state signing the treaty agrees to enact laws providing that oil produced in violation of {
its statutes, orders or regulations be denied access to commerce. FEach state also agrees to pro- X
vide for stringent penalties for the waste of either oil or gas. .:‘
Conservation of natural resources has become a fixed and well-established national policy -
An enlightened public will no longer tolerate their wasteful use and destruction. Public welfare de- i
mands their proper utilization and development. K
Petroleum is one of the most vital of these resources. The responsibility of producing this *

irreplaceable resource without waste rests upon the oil and gas producing states, The Interstate

O1l Compact Commission, acting as an interstate advisory committee, furnishes facilities for th
states, by cooperative action, to perform that obligation in the public interest. ©







