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EXAMINERS’ REPORT AND RECOMMENDATION
STATEMENT OF THE CASE

Capitan Energy, Inc. (Capitan) requests a permanent exception to Statewide Rule 32 to flare
gas from its, Well No. 1H in the Ava State 36 Lease, (Wolfcamp) Field, Reeves County, Texas. All
offset operators in the subject field were notified of the hearing; the application is not protested.

DISCUSSION OF THE EVIDENCE
Capitan is requesting a permanent flaring exception to flare 3800 MCF/D.
16 TAC §3.32(h) provides that an exception to flare casing-head gas in volumes greater than
50 MCFGD may be granted administratively for a period up to 180 days. Furthermore, flaring

exceptions beyond the 180 days shall be granted only in a final order signed by the Commission.
Statewide Rule 32 contains no notice of application requirements. Capitan obtained an

1701 NORTH CONGRESS AVENUE % POST OFFICE BOX 12967 +  AUSTIN, TEXAs 78711-2967 % PHONE: 512/463-6924 Fax: 512/463-6989
TDD 800-735-2989 OR TDY 512-463-7284 AN EQUAL OPPORTUNITY EMPLOYER http:/ /www.erc state.tx.us



OIL AND GAS DOCKET NO. 08-0297470 PAGE 2

administrative permit, Permit No.19760, for Well No. 1H. The well was permitted to flare 4,000
thousand cubic feet per day (MCFD) for 90 days, from October 30, 2014 through January 28, 2015.
On February 09, 2015 Capitan received another 90 day exception authorizing Capitan to flare 2,500
MCFD from January 29, 2015 through April 29, 2015.

On July 16, 2015, Capitan requested a hearing to obtain an exception by Final Order.
Capitan is requesting a permanent exception but stated at the hearing that a two year flaring
exception from July 16, 2015 through July 16, 2017 would not be considered adverse.

The Ava Well No. 1H was completed on September 15, 2014 in the in the Ava State 36
Lease, (Wolfcamp) Field, Reeves County, Texas. The Ava 1H is located 7 miles west of the town
of Orla Texas, and approximately 6.5 miles from the nearest gas gathering pipeline, which is
operated by Nuevo Midstream LLC.

Capitan stated that they had expected to be tied in to Nuevo before their 180 day exception
in April 2015, but contract talks with Nuevo had not concluded and there was no pipeline connection
at the time the 180 exception had expired. Capitan then tried to flare the well below the 50 MCFD
until a connection was made but again contract talks with Nuevo were unsuccessful. Capitan is now
requesting to flare 3,800 MCFD until they are able connect to a pipeline or for two year years.

Capitan presented evidence in the hearing indicating that shutting in the well would kill the
well. The subject well is a gas well that is producing hundreds of barrels per day of condensate and
normally would be classified as an oil well except for special field rules in currently in place for the
Ford West (Wolfcamp) Field. Shutting in the well will load the well with fluid, causing waste of
recoverable hydrocarbons.

FINDINGS OF FACT

1. Proper notice of this hearing was given to all offset operators at least ten days prior
to the date of hearing. There were no protests to the application.

2. The Ava Well No. 1H was completed on September 15,2014 in the in the Ava State
36 Lease, (Wolfcamp) Field, Reeves County, Texas.

3. Capitan obtained administrative permits, Permit No. 19760 for Well No. 1H. The
well was permitted to flare 4,000 thousand cubic feet per day (MCFD) for 90 days,
from October 30, 2014 through January 28, 2015. On February 09, 2015 Capitan

received another 90 day exception authorizing Capitan to flare 2,500 MCFD from
January 29, 2015 through April 29, 2015.

4. Capitan is requesting a two year flaring exception from July 16, 2015 through July
16, 2017,
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5. The nearest pipeline connection is 6.5 miles from the well.

6. Capitan believes it does not have an economically feasible option for legal disposition
of the flared gas at this time.

7. Shutting in the well would leave fluid on the formation will load the well with fluid,
killing the well resulting in the waste of recoverable hydrocarbons.

8. An exception to Statewide Rule 32 to flare or vent gas will allow Capitan to continue
to produce from the Ava State 36 Lease, Well No. 1H.

CONCLUSIONS OF LAW
1. Proper notice was issued as required by all applicable statutes and regulatory codes.
2. All things have occurred and been accomplished to give the Commission jurisdiction
in this matter.
3. The requested authority to flare up to 3,800 thousand cubic feet per day from the Ava

1H well, Ava State 36 Lease, (Wolfcamp) Field, Reeves County, Texas satisfies the
requirements of Title 16, Texas Administrative Code §3.32.

EXAMINERS’ RECOMMENDATION
Based on the above findings of fact and conclusions of law, the examiners recommend

that the Commission grant an exception to flare gas from the Ava State 36 Lease, (Wolfcamp)
Field, Reeves County, Texas at a rate of 3,800 MCFD from July 16, 2015 through July 16, 2017.

Respectfully submitted,
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