BEFORE THE | NDUSTRI AL COWM SSI ON
OF THE STATE OF NORTH DAKOTA

CASE NO. 3944
ORDER NO. 4490

IN THE MATTER OF A HEARI NG CALLED ON A

MOTI ON OF THE COWM SSI ON TO CONSI DER THE

APPLI CATI ON OF THE LQOU SI ANA LAND &
EXPLORATI ON COVPANY FOR AN CRDER TO

PERM T THE FLARI NG OF GAS PRODUCED FROM

I TS HEUER 41-20 #1 WELL, LOCATED IN SECTI ON 20,
T.161IN., R 95W, SADLER FI ELD, DI VI DE COUNTY,
NORTH DAKOTA, AS AN EXCEPTI ON TO SECTI ON
38-08-06. 4 NORTH DAKOTA CENTURY CODE

ORDER OF THE COW SSI ON
BY THE COW SSI ON:

Pursuant to legal notice this cause came on for hearing at 9:00 a. m
on the 24th day of April, 1986, in Bismarck, North Dakota, before an exam ner
appoi nted by the Industrial Conm ssion of North Dakota, hereinafter referred
to as the "Conmission."

NOW on this 5th day of May, 1986, the Conm ssion, a quorum being
present, having considered the testinony adduced and the exhibits received
at said hearing, and being fully advised in the prenises,

FI NDS:

(1) That due public notice having been given as required by |law, the
Conmi ssion has jurisdiction of this cause and the subject matter thereof.

(2) That Section 38-08-06.4 of the North Dakota Century Code states:

As pernitted under rules of the industria
conmi ssi on, gas produced with crude oil from
an oil well may be flared during a one-year
period fromthe date of first production from
the well, or until June 30, 1986, for wells in
production prior to July 1, 1985. Thereafter,
flaring of gas fromthe well nust cease and the
wel | nust either be capped or connected to a
gas gathering line. For a well operated in
violation of this section, the producer shal
pay royalties to royalty owners and gross
production tax inmposed under section 57-51-02
upon the value of the flared gas. The

i ndustrial conmission shall enforce this section
and, for each well operator found to be in
violation of this section, shall determ ne the
val ue of flared gas for purposes of paynment of
gross production tax and royalties under this
section and its determination is final. A
producer may obtain an exenption fromthis
section fromthe industrial conm ssion upon
application and a show ng that connection of
the well to a natural gas gathering line is
economically infeasible at the tinme of the
application or in the foreseeable future or that
a market for the gas is not avail able.



(3) That applicant is the operator ("producer") of the follow ng well
in the Sadl er-Mdi son Pool, Divide County, North Dakot a:

Heuer 41-20 #1, Section 20, T.161N., R 95W

(4) That the Sadl er-Madi son Pool is an oil reservoir, but gas is
produced in association with crude oil at the wellhead as a by-product of oi
producti on.

(5) That by previous order of the Conmi ssion, said well is currently
authorized to flare so that all owners of interests in the well described
herein may receive the maxi num benefits of the oil and gas production in
such a manner that will prevent waste and protect correlative rights.

(6) That the well is currently not connected to a gas gathering
facility and that all casi nghead gas being produced by the well and not being
used for | ease operations is being flared.

(7) That the applicant has subm tted evidence that under current
mar ket conditions the surplus casinghead gas presently being produced by
the well and the estimated recoverable reserves fromthe well is insufficient
to recoup the costs of installing and operating a gas gathering facility.

(8) That if the applicant's request in this matter is not granted,
royalties and tax must be paid on the flared gas fromthe above descri bed
well, or flaring must cease and the well rnust be "capped", resulting in the
| oss of oil production and the | oss of the benefits of that production by al
owners of interest in the well and the State of North Dakot a.

(9) That considering the ambunt of surplus gas being produced by the
wel | and the amount of estinmated recoverable reserves fromthe well, it iIs
economically infeasible at this time to connect the well to a gas gathering
facility.

(10) That current conditions and circunstances relative to gas
production, reserves, price and market, may change; hence, any exenptions
granted should be limted in duration

I'T 1'S THEREFORE ORDERED:

(1) That the applicant is hereby allowed to flare surplus casinghead
gas produced with crude oil fromthe Sadl er-Madi son Pool through the wel
listed in (3) of the findings as an exception to the provisions of Section
38-08-06.4 of the North Dakota Century Code.

(2) That the Enforcement O ficer shall have the authority to
adm ni stratively approve an application to extend the provisions of this
order.

(3) That this order shall continue in full force and effect until the
1st day of June, 1987, unless nodified by further order of the Conm ssion or
unl ess extended by administrative approval of the Enforcement O ficer upon
application by the operator and a showi ng that conditions and circunstances
prevailing at the tine of the hearing still exist.

Dated this 5th day of My, 1986.
| NDUSTRI AL COVM SSI ON
STATE OF NORTH DAKOTA

/sl Ceorge A. Sinner _
George A. Sinner, Governor



Ni chol as J. Spaeth, Attorney Genera

/sl Kent Jones

Kent Jones, Conm ssioner of Agriculture



