
STATE OF ALASKA 
ALASKA OIL AND GAS CONSERVATION COMMISSION 

333 West Seventh Avenue, Suite 100 
Anchorage Alaska 99501 

Re: THE APPLICATION OF Aurora Gas, LLC ) 
for an order granting an exception 1 Conservation Order No. 576 
to the spacing requirements of 20 AAC 1 
25.055, allowing drilling, completion, 1 Nicolai Creek Unit No. 10 
testing and regular production of a gas well ) Delineation Gas Well 
drilled within 1,500 feet of a property line ) October 2,2006 

IT APPEARING THAT: 

1. Aurora Gas, LLC ("Aurora") by letter dated May 30, 2006 and received by the 
Alaska Oil and Gas Conservation Commission ("Commission") on June 1, 2006 
requested an order granting an exception to the spacing requirements of 20 AAC 
25.055 (a)(2) to allow drilling, completion, testing and regular production of the 
Nicolai Creek Unit No. 10 ("NCU 10") gas delineation well within 1,500 feet of a 
property line. 

2. The Commission published notice of opportunity for public hearing in the 
Peninsula Clarion on June 23, 2006, and in the Anchorage Daily News on July 2, 
2006, pursuant to 20 AAC 25.540. 

3. No protests to the application or requests for hearing were received. 

4. The public hearing was vacated on August 7, 2006. Additional information was 
requested from Aurora on that same day, and received on August 8,2006. 

FINDINGS: 

1. NCU 10 is proposed as deviated, gas delineation well with a surface location 
1,504 feet from the west line and 1,799 feet from the north line of Section 20, 
TI IN, R12W, Seward Meridian ("SM) and a bottom hole location 308 feet from 
the east line and 2,099 feet from the north Line of Section 19, T1 IN, R12W, SM. 

2. State of Alaska oil and gas lease ADL-63279 includes the western half of Section 
20, T1 IN, R12W, SM. The western half of Section 20, T1 IN, R12W, SM also 
constitutes the Northern Participating Area of the Nicolai Creek Unit ("NCU"). 

3. Federal lease AA-85789 lies west of, and adjacent to, the Northern Participating 
Area. 

4. The planned path for NCU 10 is based on seismic and nearby well information. 
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5. The surface location of NCU 10 and the prospective gas sand intervals lie within 
the Northern Participating Area. Prospective gas sand intervals and the planned 
total depth of NCU 10 lie within Federal lease AA-85789. These prospective gas 
reservoirs lie within 1,500 feet of the boundary between the Northern 
Participating Area and Federal lease AA-85789. 

6 .  Gas reservoirs targeted by NCU 10 well lie within 3,000 feet of offset well NCU 
3, but are not open to that well. 

7. NCU 10 will be the only gas producing well in Section 19, T1 IN, R12W, SM. 
NCU 10 may be the second gas producing well in Section 20, T1 IN, R12W, SM. 

8. Aurora sent notice of the application for exception to the well spacing 
requirements of 20 AAC 25.055 for the NCU 10 well to all owners, landowners 
and operators within 3,000 feet of the anticipated gas bearing section of the NCU 
10 well. 

9. The Commission received no comments, objections or protests in response to the 
public notice regarding the NCU 10 well or to the notification sent by Aurora to 
all known owners, landowners and operators within 3,000 feet of the NCU 10 
well. 

CONCLUSIONS: 

1. An exception to the well spacing requirements of 20 AAC 25.055 (a)(2) is 
necessary to allow drilling, completion, and testing of gas in the NCU 10 gas 
delineation well in order to evaluate gas reservoirs in the Beluga and Tyonek 
formations within the NCU. 

2. Granting a spacing exception to allow drilling, completion, and testing of gas in 
the NCU 10 gas delineation well will not result in waste or jeopardize the 
correlative rights of adjoining or nearby owners. 

3. The properties affected by this spacing exception lie within and outside of the 
boundaries of the NCU. Prior to regular production, the NCU and the Northern 
Participating Area must be expanded, and a means of allocating production must 
be established. 

NOW, THEREFORE, IT IS ORDERED: 

Aurora's application for exception to the spacing requirements of 20 AAC 25.055(a)(2), 
for the purpose of drilling, completion, and testing of gas in the NCU 10 gas delineation 
well is granted. 

Because the properties affected by this spacing exception are not wholly contained within 
the NCU, Aurora may not proceed with regular production until the NCU and Northern 
Participating Area have been expanded to include the acreage affected by NCU 10 and a 
means of allocating production is established. Aurora must inform the Commission on a 
monthly basis of progress toward these requirements. 
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Prior to regular production, Aurora must provide a signed, notarized Affidavit of Facts 
with supporting evidence to the Commission demonstrating compliance with the terms of 
the unit agreement, applicable Alaska law and regulations, and applicable Federal law 
and regulations. 

Aurora may not place sand intervals common to NCU 10 and nearby NCU 3 on regular 
production without prior Commission approval. 
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