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Re: I n f i l l Exemptions 
Sun Exploration & Production 

Dear Mr. Ramey: 

Our f i r m , on behalf of Sun Exploration and 
Production Company, f i l e d with the New Mexico O i l 
Conservation Commission on the 5th of A p r i l , 1984, 
applications for exemption from the New Mexico Pricing Act 
for six wells. 

Although timely f i l e d , t h i s application did not 
appear on the May 15, 1984, docket which we received today. 
We would appreciate you setting t h i s application for the 
July 17, 1984, hearing with the other i n f i l l exemption 
cases. 

cc: J. T. Power 
Sun Exploration and Production Co. 
P. 0. Box 3725 
Houston, Texas 75221 

Patrick O r t i z , PSC 

John Bigelow, AG 
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February 16, 1984 

Mr. Joe D. Ramey, D i r e c t o r 
O i l Conservation Commission 
P. O. Box 2088 
Santa Fe, NM 87501 

Re: Requests f o r Exemptions from Now Mexico N a t u r a l Gas 
P r i c i n g Act 

Dear Mr. Ramey: 

Upon r e c e i p t of your l e t t e r of November 1, 1983, i n f o r m i n g 
the A t t o r n e y General of p o s s i b l e v i o l a t i o n s o f the New 
Mexico N a t u r a l Gas P r i c i n g Act, t h i s o f f i c e undertook an 
i n v e s t i g a t i o n o f those charges. As a r e s u l t , the Attorney 
General determined t h a t there have been and continue t o be 
v i o l a t i o n s of the p r i c i n g p r o v i s i o n s o f the Act, and a 
de c i s i o n was made t o seek damages i n d i s t r i c t c o u r t . 

These damages a r i s e because several producers f a i l e d t o 
ob t a i n exemptions from coverage of the Act f o r i n f i l l w e l l s 
and y e t sold the gas from those w e l l s a t the p r i c e which 
would have been a p p l i c a b l e i f an exemption had been granted. 
Some of these producers have now f i l e d reguests f o r exemptions. 

The d e c i s i o n o f the Attorney General t o enforce the Act 
under Section 62-7-7 (E) NMSA 1978 (1983 Cumm. Supp.) pre­
empts the a u t h o r i t y of the O i l Conservation Commission t o 
consider or act on any request f o r r e t r o a c t i v e exemptions. 
However, s u b j e c t t o c e r t a i n procedural steps, we have come 
to the conclusion t h a t i t would be app r o p r i a t e f o r ihe 
Commission t o proceed t o process these a p p l i c a t i o n s f o r 
po s s i b l e p r o s p e c t i v e exemptions. 

Because of the pending l i t i g a t i o n , the Commission should 
consider and act on a p p l i c a t i o n s Lor exemption s t a t u s on 
producti o n from w e l l s occuring a f t e r the date of the f i l i n g 
of the l a w s u i t , November 15, 19£P Any production occuring 
before t h a t date i s the subject of the counterclaims and 
cross-claims f i l e d by the Attor n e y General and the Commission 
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may not t h e r e f o r e act on requests i n v o l v i n g t h a t p r o d u c t i o n . 
I n a d d i t i o n , the Attorney General reserves the r i g h t t o 
b r i n g enforcement a c t i o n against producers or purchasers f o r 
v i o l a t i o n s of the New Mexico N a t u r a l Gas P r i c i n g Act f o r 
p r o d u c t i o n occuring a f t e r November 15, 1984, depending on 
the f i n d i n g s and the outcome of the Commission hearings. 

The a d d i t i o n a l procedural steps which we recommend should be 
taken are: 

1) The a d m i n i s t r a t i v e procedure e s t a b l i s h e d i n order 
R-5436 may be used t o e s t a b l i s h a p p l i c a t i o n r e ­
quirements but these p r o s p e c t i v e a p p l i c a t i o n s 
should not be approved a d m i n i s t r a t i v e l y . 

2) Each of these exemption requests should be brought 
t o a hearing before the O i l Conservation Commission. 

3) At the hearing o f these exemptions requests, the 
a p p l i c a n t f o r exemption should have the burden of 
demonstrating t h a t the exemption c r i t e r i a set f o r t h i 
Section 62-7-5 are met. I n a d d i t i o n , the a p p l i c a n t 
should be r e q u i r e d to c e r t i f y , under oath or bv 
a f f i d a v i t , t h a t the e x i s t i n g w e l l on the p r o r a t i o n 
u n i t has not had i t s a b i l i t y t o produce i n t o the 
p i p e l i n e r e s t r i c t e d i n any manner since the 
d r i l l i n g o f the i n f i l l w e l l . 

4) The exemption hearing should be open to p u b l i c 
p a r t i c i p a t i o n under the same c o n d i t i o n s t h a t are 
a p p l i c a b l e t o a l l other O i l Conservation Commission 
hearings. 

5) I n the absence of o b j e c t i o n s by any p a r t y , the 
Commission may approve these a p p l i c a t i o n s based upon 
the f i l i n g made i n accordance w i t h the a d m i n i s t r a t i v e 
procedure set f o r t h i n Order No. R-5436 and the a d d i ­
t i o n a l requirements of paragraph No. 3, above. 

6) I t may be t h a t a review of t h i s i n f i l l problem w i l l 
i n d i c a t e t h a t some a d d i t i o n a l r e p o r t i n g requirement 
i s a d visable. The order r e s u l t i n g from the hearing, 
whether opposed or not, w i l l provide an o p p o r t u n i t y 
to impose those report ing requirements. 

i un. I. • i":,! . i 1 t l i . i l . in a< i< I i I ion to (lu- noni:.i I C' >inm i ,'•»;. i < <n iv>l ioe 
I woo M1 ure , the. Public Service <'onun i r: s i on liar, requested l/hnr .it. 
bo givon s p e c i f i c n o t i c e of any exemption hearinq and I reqnes 
t h a t t h i s o f f i c e also receive such special n o t i c e . 
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Because many a p p l i c a t i o n s f o r exemption are now pending, I 
recommend t h a t the Commission immediately take a c t i o n t o 
begin processing them, c o n s i s t e n t w i t h the suggestions 
contained i n t h i s l e t t e r . I s h a l l appreciate vour n o t i f y i n g 
me of your d e c i s i o n t o proceed a t your e a r l i e s t o p p o r t u n i t y , 
so t h a t a p p r o p r i a t e r e p r e s e n t a t i o n s may be "made t o the court 
at a hearing now scheduled i n the l i t i g a t i o n f o r February 23, 
1 '• • 1. I I : would be h e l p f u l i f your n o t i f i c a t i o n t o me were 
i n w r i t i n g . 

Thank you very much f o r your assistance. Please f e e l f r e e 
to c a l l on me a t any time regarding t h i s matter. 

JOHN BIGELOW 
Deputy Attorney General 

JB: lm 

cc: Mr. Perry Pearce 
Mr. Gary Epler 


