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ORDER ESTABLISHING PRORATION FORMULA
FOR THE PERIOD OF OCTOBER 1 . 2009 .

THROUGH MARCH 31 . 201 0

At 9 :30 a .m . on August 18 , 2009 , the Commiss i on en banc heard this cause i n the
Commission's Cou rtroom , Th i rd F loor , J im Thorpe Bu ilding , Oklahoma City,
Oklahoma . Su san Dennehy Con rad , Assistant General Counsel , O il and Gas
Conse rvation D i v ision , Oklahoma Corporation Commission , appeared for the
App l ican t. The attached Exhibit "A" contains the additional appearance l ist
regard ing such hea ri ng .

The Corporat ion Comm ission , being ful ly advised in the prem ises , now finds as
fo l lows :

FINDI NGS AND CON CLUSION S

That th is is the App l i cation o f Lori Wrotenbe ry , Director, Oi l and Gas Conse rvat i on
Division , Ok lahoma Corporation Commission ( "Comm i ssion "), to establish the
proratio n formula for u na l l ocated gas wel ls during the fou rth qua rter of 2009 and the
fi rst qua rter of 2010 .

2 .

3 .

REL IEF SOUG HT :

The Comm ission has ju risdict ion of the subject ma tter and persons . Notice was
g iven as requ i red by law and the rules of the Commission .

Authori ty for th is Appl ication arises under 52 O . S . Section 29 and OAC 165:1 0-17-
1 1 .
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4. That pursuant to OAC 165 : 10-1 7-11 , the Commiss ion assigns max imu m perm itted
rates of produc t ion for unal l oca ted gas wel ls . The Commission computes al lowab le
product ion on an annua l bas is , but i t conducts sem iannual hearings to adjust the
prorat ion formula used in calcu lat i ng a l lowab le product ion , when necessa ry,
because o f changes in market demand and to prevent waste .

5. Certain in terested pa rties and indus try groups have asked the Commission to
ma i nta in the p roration formula for unallocated gas we lls in the State at the sam e
leve l in regard to percentage o f ca l cu lated absolute open flow ("CAOF " ) and
m inimum production rate established fo r the prior prorat ion per i od : The greater of
sixty-five percent (65%) of CAOF or 2000 mcfld . W ritten comments filed in this
cause by representatives of XTO E nergy , Inc ., BP America Production Company ,
Marathon O il Company , Devon Energy Production Company , L . P . and Mid-
Continent O i l and Gas Association of Ok lahoma , Inc . requested that the p roration
formu la be maintained at the rate stated previously . A representative of Hiland
Partners, LP filed a written comment in th is matter suggesting that the proratio n
formu la be mod ified so as to fu rther restrict production . Ms . Conrad noted that a
technica l conference conceming this cau se occurred on June 17 , 2009 .

6 . Mr . Duncan Woodliff , Production /Prorat ion Manager , O il and Gas Conse rvation
D i v ision of the Commission , testified that the overa l l demand for natural ga s
rema ins greater than the overal l ability of wells in the State of Oklahoma to
p roduce . Mr. Woodliff stated the re is ample market for natu ral gas p roduction in the
State . Mr . Woodl iff indicated the continuation of the present rate fo r unallocated
natura l gas we l ls would be in Oklahoma 's best interest , because such regulato ry
po l icy would provide and maintain economic incentives for continued exploratio n
and production in ex isting fields and incentives for new development . L ikewise , Mr .

Wood l iff indicated that the continuation of the present proration factors would be i n
the Sta te 's best interest in terms of its efforts to compete effectively for nationa l
market share . Mr . Woodliff estimated that the gas we l ls which a re impacted by the
proration formu la produce no more than about fifteen to twenty percent of the ga s
produced in the State . Mr . Woodl iff stated that many of such wells are deeper wel l s
wh i ch are expensive to d ril l . Mr . Woodl iff said that the majo rity of comments
received by the Commission were in favor of mainta ining the current prorat i on
formu l a .

John R . Reeves on behalf of BP America Production Company , Grego ry L .
Mahaffey fo r Newfield Exp loration M id-Continent , Inc., Robert A . Miller on beha lf of
Marathon O il Company and R . Mark Stout for Devon Energy P roduction Company ,
L . P . a ll stated at the hearing they suppo rted Mr . Woodl iffs recommendation that the
proration formula for unallocated gas wells in the State for the next proration peri od
be ma inta i ned at the same level in regard to percentage of CAOF and min imum
p roduc t ion rate establ ished for the prior p roration per i od : The greater of sixty-five
percent (65%) of CAOF or 2000 mcf/d.
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8 . The Commission finds that based upon the testimony of staff and having reviewed
the comments from interested pe rsons , the market situation at this time suppo rts
the ma intenance of the proration formula at the same level established for the prio r
proration period : 65% of CAOF or 2000 mcf/d, whichever is greater . The
Commiss ion finds that the p roration factors for the fourth quarter of 2009 and the
fi rst qua rter of 2010 shou ld be establ ished at the same level set for the prior per i od
by Order No . 564810 (January 29 , 2009 ) . Ms . Conrad noted that OAC 165 :1 0-17-
11 prov ides that proration hearings are to be he ld at least sem iannua l ly for the
prorat ion periods of April through September and October through March , but that
the Commission may hold add itional p roration hearings at sho rter inte rvals i f
necessa ry .

9 . The Commission finds that the overa ll dema nd for natu ral gas remains greater than
the ability of wel ls in the State of Oklahoma to produce . There is ample market
demand for all natural gas production in the State . Continuation of the proratio n
formula at the present rate wou ld provide and main tain economic incentives for
continued exp loration and product ion in exist i ng fields and incentives for new
deve lopment. Further, continuation of the present proration formula wou ld support
the State's efforts to compete effectively for nationa l market share. These facts
support the maintenance of the proration formula at the greater of sixty-five percen t
(65%) of CAOF or 2000 mcf/d . Th is rate wi ll preserve a stable regulatory
environment, maintain important incentives to the domestic petroleum industry, an d
encourage production to meet the nation's demand for natural gas . The
Commission recognizes the importance of Oklahoma's natural gas prorationin g
laws; howeve r, the present market condi t ions support the Comm ission's decision to
craft a prorationing policy that will encourage production . The Commission
continues to recognize the po l icy that the State of Oklahoma shou ld take a l l
reasonable steps, within its traditiona l regu latory structure, to ensu re tha t the supply
of na tura l gas from the state's common sou rces of supp ly is maximized in a fai r
manner, while preventing waste or prod uction in excess of reasonable marke t
demand .

10 . Based u pon the fo regoing cons iderat ions , the Commiss ion concludes that the
prorat ion formula estab l ished for the pr ior proration pe r iod shou ld cont i nue in effect
th rough the fou rth qua rter of 2009 and the first qua rter of 2010 . The proration
formula app roved by this order will ensure that the State w ill ma intain reasonab l e
incen t ives to encourage the dri lling and exploration of natural gas in Oklahoma so
that the demands of the na t ion 's economy for natural gas can be met .
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ORDER

THERE FORE , IT IS ORDE RE D BY THE CORPORATION COMMISS ION OF THE
STATE O F OKLAHOMA AS FOLLOWS :

The proration formula for unallocated gas wells for the period of October 1, 2009,
through March 31, 2010, shall be established at s ixty-five percent (65%) of
we llhead absolu te open flow pote ntial or 2000 mcf/d , wh ichever is greater ,
and IT IS SO ORDERED .

OKLAHOMA CORPORATION COMM ISSION
a .m, .

4
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BOB ANTHONY , CH MAN
~: .;, ... .., . . . . . . . . . . . . . . . . : .a .r: .}1

~

w

'$ a

J F ftbUD, VICE -C AIRMAN

DANA L . MURPHY ,
2
COM IS ONE R

DONE AND PERFORMED THIS THE I DAY OF Sjtp~- , 2009
F THE COMPAISSION :

LHRETARY

Approved by :

4A, tG'Wid`
S usan Dennehy Conrad, OBA No . 1 2249
Assistan t General Counse l
O il and Gas Conservation D i vision
Oklahoma Corporat ion Comm ission
(405 ) 521-3939

Attorney for Appl ican t
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Exhibit "A"

Mr . Duncan Wood l iff
Product ion/P roration Manage r, Techn ical Se rvices Dep t .
Oi l and Gas Conse rvat ion Divisio n
Ok l ahoma Corporation Commission

Mr . Ron Dunk i n
Manager, Techn ical Services Dept .
O i l and Gas Conse rvation Division
Oklahoma Corpo rat ion Commission

Mr . Brad Wil liams
Office of Oklahoma Secreta ry of Energy
100 No rth Broadway , Suite 2430
Ok lahoma C ity , OK 73102

M r . R . Mark Stout
Manager , Regulato ry
Central D iv i s i on
Devon Energy Production Company, L . P .
20 No rth Broadway
Oklahoma City , OK 73102

Mr . Loyd Tinsley
Devo n Ene rgy Product ion Company, L . P .
20 No rth Broadway
Oklahoma City , OK 73102

Mr . R ichard Walker
Regulato ry Ana l yst
BP Ame rica Production Company
P . O . Box 3092
Housto n , TX 77253

Mr . Art Codding ton
BP America P rod uct ion Co mpany
P . O . Box 3092
Houston , TX 77253

M s. Angela Burckhalter
Ok lahom a Independent Pe trol eum Assoc iation
3555 N . W . 581", Sui te 400
Oklahoma City, OK 73112
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Mr . D erek G i pson
Directo r-Bus iness Development
H i land Partn ers
205 W . Map le, Sui te 1100
Enid, OK 73703

M r . Justin Su l livan
Enogex , L . L .C .
P .O . Box 24300
Oklahoma City , OK 73124

Mr. John R. Reeves
Mock, Schwabe, Wa ldo, E lder, Reeves & Brya n t, L . L .C .
Two Leadership Square, Fourteen th F loor
21 1 North Robinson
Ok lahoma City, OK 731 02

Mr. Gregory L. Mahaffey
M ahaffey & Gore, P .C .
300 N .E . 1 5' Street
Ok lahoma City, OK 73 1 04

Mr. Henry Trattner
Traftner & Associate s
3000 United Founders Boulevard , Suite 226
Ok l ahoma C ity , OK 7311 2

Mr . Robert A . M il l er
Ker r, I rv ine, Rhodes & Ab l es
201 Robert S. Kerr Avenue, Suite 600
Ok lahoma City, O K 731 02


