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January 28, 2005

OIL AND GAS DOCKET NO. 08-0240332

COMMISSION CALLED HEARING To SUPERCEDE THE DEFAULT ORDER ISSUED NOVEMBER 21,
2002 IN DOCKET NO 08-0231288 REQUIRING PLUGGING OF WELL No 1 ON THE HORD, RUTH
W. (20925) LEASE, WORSHAM (DELAWARE SAND) FIELD, REEVES COUNTY, AND TO ENABLE
SAVANA OIL & GAS, TO BECOME THE OPERATOR OF RECORD AND TO PRODUCE THE ABOVE-

REFERENCED WELL.

APPEARANCES
FOR APPLICANT. APPLICANT:
Jeff Moralez Savana 011 & Gas

PROPOSAL FOR DECISION

PROCEDURAL HISTORY

DATE OF REQUEST FOR ACTION: September 3, 2004
NOTICE OF HEARING: September 30, 2004
DATE CASE HEARD October 14, 2004
RECORD CLOSED November 5, 2004
HEARD BY: Mark Helmueller, Heanngs ExamIner

Margaret Allen, Technlcal Exammer
PFD CIRCULATION DATE. January 28, 2005

STATEMENT OF THE CASE

ThIs hearmg was set to conSIder the request of Savana OIl & Gas (herelnafter “Savana”) to
supercede the Default Order Issued November 21, 2002 In Docket No 08-0231288 requInng
pluggmg of Well No 1 on the Hord, Ruth W (20925) Lease, Worsham (Delaware Sand) FIeld,
Reeves County (hereInafier “subject lease”) Savana claIms that can restore the well to productlon
and that the well therefore should not be plugged

SUMMARY OF EVIDENCE

The exammers took offic1a1 mum of records related to Savana’s most recent Comm15510n

Form P-5 (OrganIzatIon Report) filmg, records IdentIfymg the wells thch Savana currently
operates, productIon records for the Herd, R W Un1t(042924) from January 1993 to the present,
the complete heanng file for 011 & Gas Docket No 08-0231288, and Comm15s10n mappIng and well
locatIon records for the subject well and the Hord, R W UnIt (042924)
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Savana filed 1ts most recent P-5 on August 24, 2004 Savana has posted financ1al assurance
w1th the Commlssmn 1n the form of a $25,000 bond Savana currently operates 2 wells

The pnor operator of the subject lease, John Passmore (here1nafier “Passmore”), subm1tted
a Commlssron Form P-4 for the subject lease effectrve June 1, 1992 Passmore never reported any
product1on from the well In 011 & Gas Docket No 08-0231288, Passmore was ordered to plug Well
No 1 for Vlolatlon of Statewrde Rule 14(b)(2) Passmore does not possess any Interest m the well
and 15 not affillated wrth Savana

Savana obtamed an assrgnment of the ongmal May 4, 1956 lease from Passmore on August
28, 2004 Savana belleves the ongmal lease remalns 1n force and effect due to contmuous
product1on from the Hord, R W Umt (042924) Commrssmn productlon records for the Hord, R
W Umt (042924) from January 1993 to the present confirm thrs contmuous productlon

Savana prov1ded records and testlmony showmg that the well was abandoned 1n 1991 when
a pump became stuck dunng a workover Attempts to remove or m111 through the pump were
unsuccessful, whlch 1n tum prevented the well from bemg produced Savana belleves that It can
remove the obstructlon and produce up to 12,775 barrels ofor] and 5 475 MMCF ofnatural gas from
the current formatlon Addltlonally, Savana believes that the log 1nterpretatrons for the well show
that other Intervals encountered 1n the well above the obstructron have potentlal Flnally, a recently
performed a mechamcal mtegnty test shows no ev1dence of a casmg leak

AUTHORITY

Texas Natural Resources Code §85 049(a) prov1des

On a venfied complamt of any person mterested 1n the subject matter that waste of
011 or gas 15 takmg place 1n thls state or 1S reasonably 1mm1nent, or on Its own
1n1t1at1ve, the commrssron afier proper notlce, may hold a heanng to deterrmne
whether or not waste IS takmg place or 18 reasonably 1mm1nent and 1f any rule or
order should be adopted or 1f any other act1on should be taken to correct, prevent or
lessen the waste

Texas Natural Resources Code §89 041 establlshes the affirmatlve statutory respon51b111ty

of the Commlssmn concemmg abandoned wells

If It comes to the attentron of the comm1ssron that a well has been abandoned or 1s

not bemg operated lS causmg or rs hkely to cause pollutron of fresh water above or
below the ground or If gas or 011 IS escapmg from the well, the commrssmn may
detennme at a heanng, after due notlce, whether or not the well was properly plugged
as prov1ded m Sectlon 89 011 or Sect1on 89 012 of 111115 code
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Texas Natural Resources Code §89 042(a) prov1des

If the commlssmn finds that the well was not properly plugged, It shall order the
operator to plug the well accordmg to the rules of the commrssron 1n effect at the
tlme the order IS Issued

Texas Natural Resources Code §91 107 requ1res that an operator file financral assurance 1n

the form of a bond, letter of credlt or cash dep051t 1n the amount necessary for both exnstmg wells
operated and any wells bemg transferred, pnor to Comm1ssnon approval of the transfer

Under Statewrde Rule 14, the Commnssnon may requ1re a person seekmg to be recogmzed
as the operator of a well to prov1de evxdence of a good fa1th cla1m of a contmumg nght to operate

EXAMINERS’ OPINION

Savana clalms that It can meet the requ1rements to be recognlzed as the operator of the
subject lease and restore the well to act1ve productlon However, thls cla1m lS compllcated by the
F1nal Order requmng that Passmore plug the well It IS the exammers’ conclusmn that an order
supercedmg a Commrssnon Fmal Order 18 warranted 1f the operator shows 1) that 1t has a good fa1th
cla1m of a contmumg nght to operate the well or lease, 2) that It has met the financ1al assurance
requ1rements ofTexas Natural Resources Code §91 107, and 3) that a supercedmg order 18 necessary
to prevent waste Savana has satlsfied all of these requ1rements

The first two factors apply to all transfers of 1nact1ve wells, not Just cases where a well IS

ordered to be plugged Any operator seekmg to acqulre an ex1stmg well wh1ch has been 1nact1ve for
more than 12 months must show that It has a good fa1th cla1m of a contmumg nght to operate the
well upon demand by the Comm1s510n Thls requ1rement 1s found 1n Statew1de Rule 14(b)(2)
Addmonally, the operator must meet the requ1rements of Texas Natural Resources Code §91 107
as the Commlssmn may not approve the transfer ofan exrstmg well unless the new operator has filed
financ1al assurance w1th the Comm15510n 1n the form of a bond, letter of credlt or cash deposrt

In thlS case, a good falth cla1m of a r1ght to operate 1s establlshed by the ass1gnment and
records showmg that the ongmal 1956 lease remalns 1n effect due to contmuous productlon from the
Hord, R W Un1t (042924) Savana also has a $25,000 bond 1n place wh1ch satlsfies the financral
assurance requ1rement under Texas Natural Resource Code §91 107 Addltlonally, the prior
operator, Passmore, does not retam any Interest 1n the well

Supercedlng a Final Order to Prevent Waste

Default Orders m Commlsswn Enforcement Proceedmgs generally requ1re an operator to
plug a well for a Vlolatlon ofStatew1de Rule 14(b)(2) 1f there 1s no reported productlon from the well
(or Injectlon for Injection and dlsposal wells) 1n the past 48 months These “plug only” orders reflect
the Comm1551on pohcy to requ1re pluggmg ofwells wh1ch are 1n Vlolatron ofCommlssmn rules and
have been 1nact1ve for an extended penod
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To support these “plug only” orders, a Fmdmg of Fact Identlfies when the well or lease last
reported any productlon or mjectlon actrvrty An addltlonal findlng of fact addresses the statutory
requlrement m Texas Natural Resources Code §89 041, by findmg that the unplugged well 15 causmg
or 1S llkely to cause pollutlon of fresh water above or below the ground

A “plug only” order falls under the Comm1$sron’s authonty 1n Texas Natural Resources Code
§89 042 Further, the courts recogmze that a Commrssron order to plug a well “rs entitled to the
same welght and finallty as an order grantlng or refusmg a pemnt to dnll a well ” Wrather Petroleum
Corporation v Razlroad Commzsswn, 230 S W 2d 388, 390 (Tex App - Austm 1950, reh dented)
c1t1ng Railroad Commlsszon of Texas v GulfProductzon Co , 132 S W 2d 254, 256, (Tex 1939)
Fmally, the findmgs of fact are not “technlcal prereqursrtes” but satrsfy a “substantral statutory
purpose ” Morgan Drive Away, Inc v Rallroad Commzsszon, 498 S W 2d 147, 150 (Tex 1973),
Railroad Commisszon of Texas v R J Palmer, 586 S W 2d 934 (Tex App - Austlnl979, no wrzt)

Under Texas Natural Resources Code §85 409(a), the Commlsswn may supercede a rule or
order 1fev1dence presented at a heanng shows that waste 1S takmg place or 1S reasonably 1mm1nent
In thls case, the Default Order entered agamst Passmore was a “plug only” order Therefore, Savana
must show that a new order supercedmg the “plug only” provrsron of the Default Order rs necessary
to prevent waste

Application of Waste Standard

The uncontradlcted ev1dence presented at the heanng lS sufficrent to show that an order
supercedmg the “plug-only” provrslon 1n the pnor order may be necessary to prevent waste The
well log submltted by Savana supports lts Interpretatlon that It can produce up to 12,775 barrels of
011 and 5 475 MMCF of natural gas from the ex1st1ng complet10n 1n the Delaware Sand formatlon
Add1t10nally, the well log supports Savana’s mterpretahon that other mtervals encountered m the
well above the obstruction could potent1ally produce 011 and/or natural gas Thls IS a srgmficant
volume ofreserves 1n the current complet10n whlch would llkely be wasted 1f the well were plugged
Addltlonally, 1t rs hkely that waste would occur 1f other potent1ally productlve zones were not
pursued because thrs well was plugged

However, the ev1dence rs not clear as to Savana’s assertlons that 1t w111 be able to
successfully restore productlon 1n the ex1st1ng complet10ns The well records and testlmony show
that thls well was abandoned m 1991 due to a downhole obstructlon Savana belleves that 1t can
elther remove the obstructlon or reestabllsh productlon even 1f 1t 1S unable to remove the obstructlon
The exammers’ are unable to conclude under the ev1dence presented that Savana wrll be able to
successfully clear the obstruct1on The well records show that m 1991 a ng was on the well for
approxrmately one week attemptmg to remove the obstruct1on, but that the attempts were not
successful Savana d1d not prov1de any operatlon plan or other mformanon to suggest that It would
be able to remove the obstructron where other attempts fa1led Further, Savana dld not provrde any
Inforrnatlon to support rts bellef that 1t would be able to produce the well from the ex15t1ng Delaware
Sand complet10n w1thout first removmg the obstructlon
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The examlners recogmze that requmng Savana to affirmatlvely prove 1ts assertlons that 1t can
enther remove the obstruct1on or produce the well through the obstructlon may estabhsh an
evrdentlary conundrum, 1 e , Savana does not have current mformatlon to prove Its assertions In large
part because It IS unable to access the well to deterrnme 1ts current condmon untll the Commrss1on
recogmzes It as the operator Accordmgly, the exammers are unable to recommend that a finding
of fact be entered showmg that Savana w111 be successful 1n restormg production due to the nsk that
Its attempts to restore productlon 1n the ex15t1ng zone may not be successful However, the
exammers belleve that the nsk that Savana Will not restore product1on m the current complet10n rs

not a ba51s for denymg ltS app11cat10n where It has estabhshed 1) a legal nght to operate the well,
2) compliance w1th Commlss10n financral assurance requlrements and 3) that a 51 gmficant amount
of reserves may be wasted 1f the well 15 plugged Addltlonally, Savana has establlshed through the
performance of a mechanical mtegnty test that even though a downhole obstructlon 1S present, the
well does not pose a current pollutlon threat Fmally, there IS no 1nd1catlon that Savana lS actmg as
a proxy for the pnor operator m an attempt to av01d the requ1rements of the pnor order

Under these c1rcumstances, the exammers recommend that an order supercedmg the plug
only provrsmn 1n the Default Order should be entered Addltlonally, Savana should be recogmzed
as the operator of the subject well

FINDINGS OF FACT

1 Savana O11 & Gas (heremafier “Savana”), was glven at least 10 days notlce of thls
proceedmg Savana appeared at the heanng and presented evrdence

2 Savana filed Its most recent Commrssron Form P-S (Organlzanon Report) on August 24,
2004 Savana has posted financral assurance w1th the Comm1$s1on 1n the form ofa $25,000
bond Savana currently operates 2 wells

3 John Passmore (heremafter “Passmore”), submltted a Comm1ssron Form P-4 for the Hord,
Ruth W (20925) Lease, Well No l (herelnafier “subject lease” and/or “subject well”)

effectlve June 1, 1992 Passmore never reported any productlon from the subject well

4 In 011 & Gas Docket No 08-0231288, Passmore was ordered to plug the subject well for
a Vlolatlon of Statew1de Rule 14(b)(2) and to pay an admmlstratwe penalty of $2,000 00

5 Savana obtamed an assrgnment ofa May 4, 1956 lease from Passmore on August 28, 2004
The May 4, 1956 lease references 320 acres Comm1551on mappmg and well records show
that both the subject well and a well on the Hord, R W Umt (042924) are located wrthm
the acreage 1dent1fied 1n the May 4, 1956 lease The pnor operator, Passmore does not
possess any mterest m the well and 15 not affihated w1th Savana

6 Commlssmn product10n records for the Hord, R W Umt (042924) from January 1993
to the present confirm contmuous production
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The subject well was abandoned m 1991 when a pump became stuck dunng a workover
Attempts to remove or mrll through the pump were unsuccessful, whrch 1n tum prevented
the well from bemg produced

A well log for the subject well can be Interpreted to show that up to 12,775 barrels of 011 and
5 475 MMCF ofnatural gas could be produced from the ex1stmg completron 1n the Delaware
Sand Add1t1onally, log mterpretatrons also show that other Intervals encountered 1n the well
above the obstructron have the potentlal to produce 011 and/or natural gas

A recent mechamcal mtegnty test shows that the well does not currently pose a threat of
pollutron to usable quallty water

Supercedmg the requrrement 1n the Default Order entered m 011 & Gas Docket No 08-
0231288 that the subject well be plugged lS necessary to prevent waste

CONCLUSIONS OF LAW

Proper notrce of heanng was tlmely Issued to the appropnate persons entltled to notlce

All thmgs necessary to the Comm15810n attammg jUI‘lSdlCtlon have occurred

Savana has a good falth clarm of a contmumg nght to operate the subject lease

Savana has filed financral assurance 1n the type and amount requrred under Texas Natural
Resources Code §91 107 to be approved as the operator of the subject lease

A Fmal Order supercedmg the “plug only” prov1510n 1n the Default Order entered m 011 &
Gas Docket No 08-0231288 that the subject well be plugged lS necessary to prevent waste

RECOMMENDATION

The exammers recommend that the Commrsswn grant the request to supercede the provrslons
1n the Default Order entered m 011 & Gas Docket No 08-0231288 requmng pluggmg of Well No
1 on the Hord, Ruth W (20925) Lease The exammers further recommend that all other provrsrons
of the Master Default Order remam 1n full force and effect

Respectfully submltt d,

¢fM4L
Marg et Allen
Technlcal Exammer

Mark J
Heanngs
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