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GCentlemen:

At the conclusion of the trial oi this matter, I requested
briefs. 1 have now concluded, however, that the Petitions
should be dismissed, and the Orcder of the (il Conservation
Comiigsion confirmed. This letter is intemded to acquaint
the narties with my reasons ifor so holding.

1 am unable to say that the Crder of the Commission is vague
or uncertain. Implemented by the Directive or Memworandum, it
rsives a metliod of determining “deliverability™ which is
evidently comprehensible to those affected. O(ne witness
asserted that the large discrepancies in deliverability test
results taken at different times nade it manirfest that it was
not possible to make accurate tests using the new formula.
The validity of the method of testing wes not challenged :rom
an engineering or mathematical view point, and no reason was
given for the failure of one test to approximate the result
to another test. But, when it is remembered that the new
program has been in effect less than two years, and that thr
potential capacity of a well to produce vades from time to
time because of numerous factors, some governable by the
operator and some due to natural or fortuitous changes ir
conditions, the apparent discrepancies become understanc
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And, as was done, to ada ali uihe "nlus" percentages for one
columm and all the “minus" ior another, and assert that
computation of the result shows an average total diserepancy
between tests of more than 40%, is to present an absurdity,
appareni on iis face, and which proves nothing of value.

As to the claim that the reason for the adoption of the new
foimulia was unsupnoried by any substantial evidence and hence
was acrrived at capriciously or arvitrarily, i fall to agree.

1t was arrued that the finding oif the Conmission o the effect
thwi there 18 & genera: correlation netween tne veliverabiliities
oi tie ;<8 wWeils amki ihe gas "in piace" under the tracts dedi~
cated to sai. welis 18 unsupporied, because there is no testi-
LOLY a8 L0 Lhie recoverable gas in place unuer tie tracts
invoiveu, ~-- that the testimony pertains instead to the reserwves
of the wells ~-= hence, the conclusion reaei:eq, tlai the ineclu-
sion ci a deiiverability ractor in the proration .oumiia would
regult in a more equilabie aliccation oi the gas production,

is untenable, that the testimony, on the contrary, showed that
there is no correliation tetween the amount of gas & well may
produce at a civen time, anc the srount of ~as which is in the
formation underlying the tract assirqned to the well.

The ownexr's shave ol the -as i8 iial anwount whici: he can obtain
in the proportion tiat the recoveravle gas under his property
bears to the total recoverability, not the amount in place but
the amouni vecoverable. it does not depend on the proportic:
which the area oy his Lract Lears to the area of the pool, or
solely upon tlie quantity of gas in place under hisg tract in
such proportivn. 1 find substaniial testimony to the effect
that there is a ;eneral correlation Letween uelivervability of
gas wells and as in place uncer the Uract uedicated to such
wells. The fugacious nature orf gas must be taken into account
and cannot be ignored.

There was substantial evidence tihat tie iGG% acreare formula
permitted drainage from strong to wesk wells, thus denying one
Froun of operators the right Lo appropriate their share of the
gas in j.lace unler tielr Lracts tc thelr detriment and to the
unjust benefit oi tiie other grou,.. Under such type of alloca~

tion, the inefiicient opevatcy wmight Le allowed to produce more
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gas than his prudent and efficient neighbor with equal dedi=
cated acreage, because of {actors iu the producing strata
over which neitier could have control. The fieid produced

for years under this program which zave to each operator the
right feo sroduce quantities of pas derendent solely on the
pvoportion which his acreaze bore to the torval rield area,
without regard to the many other conditions affecting the
rotential productivity of the tract. This was a simple rmethod
of arriving &t allocations and required no compiicated formula
or tests to achievg but, as I see it, forced inequities and
was Ilnherently unfair to some. It may be that allocation of
allowable procduction hased entirelwv on the ojerators ability
o nroduce is ih:e ideal method to follow in fields where
cutrut ig restricted. The Commission has adopted a compro-
mise hetween the two metrods and, in my opinion, has arrived
at a more just and falr division than the former method
afforded. It was in evidence that (as to one month) in round
figzures, eight operators had lost the right to nroduce $40,000
worth of gas while four cthers had gained $50,000 worth. This
can mean, however, that a previous and possibly sreater
inequity has ceen correctec.

I feel, toco, that a program which rewards good and prudent
operation anu discourages the contrary sort, contributes to
the creventicn cof waste end the Detter utilization of the
natural resource, and that the present plan is desizned to
further that result.

Counsel shall have thirty days in which te submit requested
-~

~indings ci fact and conclusgions of la
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