IN THE UNI TED STATES COURT OF APPEALS
FOR THE FI FTH Cl RCU T

No. 92-1561
unmary enaar
(S Cal endar)

J.D. Hel ns
Pl ai ntiff-Counter
Def endant - Appel | ant

ver sus

Speartex G ain Conpany and
Carl Archer
Def endant s- Count er
Pl aintiffs-Appellees

Appeal fromthe United States District Court
Northern District of Texas
(2:91-Cv-0130)

( January 8, 1993)

BEFORE KI NG DAVIS, and WENER, G rcuit Judges.
PER CURI AM *

In this Texas diversity case, Plaintiff-Appellant J.D. Helns
originally appealed the district court's (1) dismssal of his
clains for failure to join indi spensable parties pursuant to Fed.
R Gv. P. 19, and (2) denial of his notion to anmend his conpl ai nt

to delete those clains for which there were indi spensable parties

“Local Rule 47.5 provides: "The publication of opinions
t hat have no precedential value and nerely decide particular
cases on the basis of well-settled principles of |aw inposes
needl ess expense on the public and burdens on the |egal
profession.” Pursuant to that Rule, the Court has determ ned
that this opinion should not be published.



who were not | oined. In the original appeal we were unable to
resol ve these i ssues unequivocally based on the record before us.
Consequently, we remanded for additional proceedings by the
district court. W nowreviewthe court's additional findings and
affirmits denial of Helns' notion to anend and its dism ssal of
the claimunder Fed. R CGv. P. 19.
I
FACTS AND PROCEEDI NGS
A. FI RST PROCEEDI NG

This suit originated in state court in 1990 when Helns, as
pl aintiff, brought an acti on agai nst Def endant s- Appel | ees, Speartex
Grain Conpany (Speartex) and Carl Archer relating to their
managenent of thirteen oil and gas wells in Texas, in which Hel ns
is awrking-interest owner. Helns sought and recei ved a di sm ssal
W thout prejudice of his state court clains and refiled themin
federal district court, invoking diversity jurisdiction. The
clains asserted by Hel ns include: (1) fraud and m srepresentati on;
(2) aright to an accounting; (3) breach of fiduciary duties; (4)
conversion; (5) breach of contract; (6) negligence; (7) unjust
enrichnent; (8) failure to act as prudent operators; and (9)
violations of the Deceptive Trade Practices Act (DTPA) of Texas.
In addition to actual and punitive danages, Helns requested the
renmoval of Speartex and Archer as operators of the wells, the
appoi ntnent of a receiver, and the inposition of a constructive
trust.

Speartex and Archer filed a series of notions, including one

for dismssal of the claimunder Fed. R Cv. Pro. 19 for non-



j oi nder of indispensable partiessQnanely, the renmaining nineteen
wor ki ng-i nterest owners. In response, Helns noved the court to
certify a class conprising every person with working-interests in
each of the thirteen wells. Alternatively, Helns noved for |eave
to anend his conplaint to delete any clains that the district court
decided to dismss for failure to join indispensable parties.

The court did not rule on the notions imediately, instead
| eavi ng the notions pending for approxi mately seven nonths. During
that tinme the court set a trial date and the parties conducted
di scovery. One day before trial, the court granted Speartex and
Archer's notion to dism ss for non-joi nder of indi spensable parties
and denied Helms notion to anend. The court |ater denied Hel ns'
nmotion to reconsider. In its opinion, the court addressed the
i ssues of non-joinder and Helns' notion to certify as a class. The
opi ni on was silent, however, on Helns' notion to anend.

In its consideration of the issue of joinder of parties, the
court focused on the non-nonetary renedies sought by Hel nssqt he
renmoval of Speartex and Archer as operators, the inposition of a
constructive trust, an accounting of the proceeds, and the
abandonnent of wells alleged to be non-comercial. The court
concluded that the practical effect of this relief, if granted,
woul d be to inpair or inpede the remai ni ng wor ki ng-i nterest owners
ability to protect their interests and woul d subject Speartex and
Archer to a substantial risk of incurring double, nultiple, or

ot herwi se inconsistent obligations by reason of their interests.



B. PROCEEDI NG ON REMAND

In this first proceedi ng, we were unabl e to determ ne whet her
the district court had concluded that the parties unable to be
j oi ned were indi spensable as to all Helns' clainms. As aresult, we
vacated and remanded the decision to the district court for
additional findings that would nake this issue clear.

On remand, the district court entered an order detailing its
reasons for denying Helns' notion to anend. In its order, the
court examned those clainms that would remain if Helns' were
allowed to anmend his conplaint. The court found that Helns
intended to abandon: (1) the unjust enrichnment claim (2) the
renmoval of Archer and Speartex as operators of the wells; and (3)
the appoi ntnent of a receiver. The court was uncertain, however,
whet her Hel ns desired to abandon his request that the unproductive
wel | s be plugged. But the court found clearly that Helns had
retained the bulk of his clains. It concluded that if Helns'
all egations proved truthful, the only feasible way to protect his
interests woul d be to appoint a receiver for the wells or to i npose
a constructive trust. Nei t her action could be taken, however,
W t hout joi ning i ndi spensabl e parties whose presence woul d destr oy
diversity jurisdiction. Therefore, the court determ ned, Hel ns'
anendnent of his conplaint would be futile.

|1
ANALYSI S
A. STANDARD OF REVI EW

There are two separate issues presented for review. (1) the



district court's determnation that the nineteen working-interest
owners who were not parties to the suit were indi spensable parties
and (2) the court's denial of Helm s notion to anend his conpl ai nt.
As we explained inthe initial appeal of this case, the appropriate
standard of review for application of Rule 19 is not settled in
this circuit. W need not reach that issue, however, as we find
that the district court properly applied Rule 19 regardl ess of the
standard we apply.

We reviewa district court's denial of a notion to anend under
an abuse of discretion standard.! The term"discretion" "may be a
msleading term for [Fed. Rule of GCv. P.] 15(a) severely
restricts the judge's freedom directing that | eave to anend " shal
be freely given when justice so requires.' It evinces a bias in
favor of granting |leave to amend."? Thus, in practice, we review
the district court decision by | ooking for a substantial reason for
deni al of the nmotion to anend.?

B. | NDI SPENSABLE PARTI ES

In our first decision in this case we held that the court
properly applied Rule 19 to Helns' clainms for injunctive relief.
We were unable to ascertain whether the court had determ ned t hat
t he wor ki ng-i nterest owners were i ndi spensable parties as to all of

Hel ns' cl ai ns. As the court's order followng remand clearly

! Dussouy v. @ilf Coast Inv. Corp., 660 F.2d 594, 597 (5th
Cr. 1981).

2 1d. (quoting FED. R CGv. P. 15(a)).
3 Id. at 598.



answers this questioninthe affirmative, we consider the propriety
of that determ nation. We conclude that the district court
properly held that the working-interest owners were indi spensabl e
to all of Helns' clains because no effective renmedy could be
granted w thout involving the other owners.

Rule 19 provides a two-step analysis governing the

determ nation of which parties are indispensable. First, the
district court nust determne if the parties in question fall into
one of the categories listed in Rule 19(a). These categories
i ncl ude:

(1) in the person's absence conplete relief cannot be
accorded anong those already parties, or (2) the person
clains an interest relating to the subject of the action

and is so situated that the disposition of the action in

t he person's absence may (i) as a practical matter inpair

or inpede the person's ability to protect that interest

or (ii) leave any of the persons already parties subject

to a substantial risk of incurring double, multiple, or

ot herwi se inconsistent obligation by reason of the

clainmed interest.

The court found that if Helns' anended clainms were true, only
one formof remedy would protect his interestsSQthe appoint ment of
a receiver. Such action would inpair and i npede the ability of the
non-party working-interest owners to protect their interests inthe
wells. Moreover, the court reasoned that if it were to inpose a
constructive trust, as requested by Helns, such a trust would be
i nposed on all of the defendants' assets, including all past and
future proceeds of the wells. This too would affect the other
wor ki ng-i nterest owners.

In the second step of a Rule 19 analysis, the district court
must determ ne whether each person falling into one of these

6



categories can be nmade a party and, if not, whether in equity and
good consci ence the action should be dism ssed. The court should
consider four factors in reaching this decision:
first, to what extent a judgnent rendered in the person's
absence mght be prejudicial to the person or those
already parties; second, the extent to which, by
protective provision in the judgnent, by the shaping of
relief, or other neasures, the prejudice can be | essened
or avoided; third, whether a judgnent rendered in the
person's absence w |l be adequate; fourth, whether the
plaintiff will have an adequate renedy if the action is
di smi ssed for non-joinder.*
Wt hout a doubt, the appoi ntnent of a receiver or the inposition of
a constructive trust would be prejudicial to the interests of the
ot her worki ng-interest owners and woul d be virtually inpossible to
structure. In addition, as the court noted, any other renmedy would
not be adequate to protect Helns' asserted interests. W find no
error in the court's determnation that the remaining working-
interest owners were indispensable to all of Helns' clains.

C.__ MOTI ON TO AMEND

Having determned that all working-interest owners are
i ndi spensable, it follows that the court did not err by denying
Hel n8' notion to anend his conplaint. Although "[t]he policy of
the federal rules is to permt liberal anendnent to facilitate
determnation of clains on the nerits and to prevent litigation
from becoming a technical exercise,"® a court need not grant a

nmotion to anend if the anendnent will not cure the deficiencies of

“*Fep. R Qv. P. 19(b).
5> Dussouy, 594 F.2d at 598 (citations omtted).
7



the complaint.® Even if Helns were allowed to anend his conpl ai nt,
hi s amended cl ains woul d require the appointnment of a receiver or
the inposition of a constructive trust. Either action affects the
remai ni ng working-interest owners to such an extent that their
joinder as parties is required. As this would destroy diversity,
the court would be conpelled to dismss. Therefore, the grant of
Hel mrs' notion to anend would be a futile act.
The opinion of the district court is

AFFI RVED.

6 See Pan-lslanic Trade Corp. v. Exxon Corp., 632 F.2d 539
(5th Cr. 1980).




