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OIL AND GAS DOCKET NO. 8A-0255063

COMMISSION CALLED HEARING To SUPERCEDE THE FINAL ORDER ISSUED AUGUST 2, 2005 IN
OIL AND GAS DOCKET NO. 8A-0242076 REQUIRING PLUGGING 0F WELL No. 1, COUNTESS

(66889) LEASE, SWANSON (ATOKA) FIELD, LUBBOCK COUNTY, AND To RECOGNIZE KALA OIL
COMPANY AS THE OPERATOR OF RECORD OF THE WELL

APPEARANCES FOR APPLICANT:
Donald Camp
DIck MIlam

PROPOSAL FOR DECISION

PROCEDU {AL HISTORY

DATE OF REQUEST FOR ACTION‘ December 20, 2007
NOTICE OF HEARING: January 11, 2008
DATE CASE HEARD: February 1, 2008
HEARD BY: Mark Helmueller, Heanngs Exammer
PFD CIRCULATION DATE. February 4, 2008

STATEMENT OF THE CASE

Kala 011 Company (heremafter “Kala”) requests that the CommISSIon supercede the
prOVISIons In the Flnal Order entered In 011 and Gas Docket No 8A-0242076 requIrIng pluggmg of
Well No l, Countess (66889) Lease, Swanson (Atoka) FIeld, Lubbock County, (heremafter “subject

lease” and/or “subject well”) and recognIze Kala as the Operator

SUMMARY OF EVIDENCE

The exammer took offiCIal notIce ofrecords related to Kala’s most recent Comm13510n Form
P-S (Organlzatlon Report), and records IdentIfyIng the wells It currently operates Kala filed Its most
recent P-S on July 11, 2007 Kala has posted financIal assurance WIth the CommISSIon In the form
of a $50,000 letter of credIt Kala Is the operator of 26 wells w1th a total depth of 136,491 feet

The prIor operator ofthe subject well, Jasmar 011 Company (hereInafter “J asmar”) sumetted
a CommISSIon Form P-4 (Producer’s TransportatIon Authonty and Certlficate of Comphance) to
operate the subject lease Wthh was approved on June 21, 1992 The well IS currently IdentIfied on
CommISSIon records as an orphan well
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Proposal for Dccnsnon

Productlon from the subject lease was last reported on or before January 1, 1993 The
Commrssxon ordered Jasmar to plug the well due to a Vlolatlon of Statew1de Rule 14 on August 2,
2005 Jasmar was further ordered to pay an admlmstratwe penalty of $2,000 00

Kala has secured currently effectlve 011 and gas leases covenng the sub] ect property from allo
of the mmeral Interest owners Kala represented that Jasmar and 1ts pnncxpals possess no current
Interest 1n the well and are not affihated w1th Kala Kala belleves the well can be restored to
productxon on a pump Kala asserts that a workover 1n 1992 was successful, but productlon was not
economlc due to the pnce per barrel at the trme, and the cost of dlsposmg 50-60 barrels ofproduced
water Kala beheves the well w1ll produce between 5-10 barrels of 011 per day It IS estlmated that
the well w1ll produce 1n paymg quantltles for the next 20 years and WIN recover an addltlonal 38,000
barrels whlch would otherWISe be wasted

AUTHORITY

Texas Natural Resources Code §85 049(a) prov1des

On a verlfied complamt of any person 1nterested 1n the subject matter that waste of
011 or gas IS takmg place 1n thlS state or 15 reasonably 1mm1nent, or on 1ts own
mmatlve, the comm1551on after proper notlce, may hold a heanng to detennme
whether or not waste 18 takmg place or 18 reasonably 1mm1nent and If any rule or
order should be adopted or If any other actlon should be taken to correct, prevent or
lessen the waste

Texas Natural Resources Code §91 107 requxres that an operator file financ1al assurance 1n

the form of a bond, letter of credxt or cash deposxt 1n the amount necessary for both ex1stmg wells
operated and any wells bemg transferred, pnor to Comm:ssron approval of the transfer

Under Statew1de Rules 14 and 58, the Commlssmn may requ1re an operator of a well to
prov1de ev1dence of a good falth dam of a contlnumg nght to operate

EXAMINER’S OPINION

Kala clalms that It can meet the requxrements to be recogmzed as the operator of the subject
well However, thls clalm IS compllcated by the Fmal Order requmng that Jasmar plug the well
An order supercedlng a plug only requlrement 1n a Commusswn Fmal Order may be warranted 1f the
operator shows 1) that 1t has a good falth dam of a contmumg rlght to operate the well or lease, 2)
that 1t has met the financxal assurance requxrements ofTexas Natural Resources Code §91 107, and
3) that a supercedlng order 15 necessary to prevent waste Kala has satlsfied these requlrements
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Proposal for Decmon

Kala met all requ1rements necessary for the entry ofa Fmal Order supercedmg the prowswns
requmng pluggmg of Well No 1, Countess (66889) Lease, Swanson (Atoka) Fleld Kala has
establlshed a good faJth dam to operate the subject well, and venfied that Jasmar does not possess
any mterest m the well Kala has suffic1ent finanmal securlty 1n place and demonstrated that the well
may be restored to productlve use Accordmgly the exammer concludes that an order supercedmg
the plug only prov1510n should be entered, and Kala should be recogmzed as the operator of the
subject well All other prov1srons 1n the Fmal Order shall remam In full force and effect

FINDINGS OF FACT

1 Kala 011 Company (here1nafter“Kala”), was glven at least 10 days notlce of thls proceedmg
Kala appeared at the hearmg and presented ev1dence

2 Kala filed 1ts most recent P-5 on November 14, 2007 Kala has posted financ1al assurance
W1th the Commrssmn m the form of a $25,000 letter of credrt Kala rs currently llsted as the
operator of 7 wells wrth a total depth of 61 ,8] 1 feet

3 The pnor operator of Well No 1 on the Countess (66889) Lease, Swanson (Atoka) F1eld,
(heremafter “subject well” and/or “subject lease”) Jasmar 011 C0 , submrtted a Commrssron
Form P-4 (Producer’s Transportatron Authonty and Certlficate of Compllance) to operate
the subject lease thCh was approved on June 21, 1992 The well Is currently Identlfied on
Comm15510n records as an orphan well

4 Productlon from the SUbJCCt lease was last reported on or before January 1, 1993 The
Comm1ssron ordered Jasmar to plug the well due to vrolatlons of Statew1de Rule 14 on
August 2, 2005 Jasmar was further ordered to pay an admlmstratxve penalty of $2,000 00

5 Kala has secured currently effective 011 and gas leases covenng the subject property from allo
of the mmeral mterest owners Kala represented that Jasmar and 1ts pr1nc1pals possess no
current Interest In the well and are not affillated wrth Kala

6 Kala beheves the well can be restored to productlon on a pump Kala asserts that a workover
1n 1992 was successful, but productlon was not economlc due to the prlce per barrel at the
tlme, and the cost ofdrsposmg 50-60-barrels ofproducedwater -Kala-belleves the-well-WIll-
produce between 5-10 barrels of 011 per day It IS estrmated that the well wrll produce 1n

paymg quantmes for the next 20 years and wrll recover an addltlonal 38,000 barrels whlch
would otherWISe be wasted

7 Supercedlng the plug only requlrement 1n the Fmal Order entered m 011 and Gas Docket No
8A-0242076 requmng plugglng of Well No 1 on the Countess (66889) Lease, Swanson
(Atoka) F1eld, wrll prevent waste of 011 and gas resources that would not be produced 1f the
well 18 plugged
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CONCLUSIONS OF LAW

1 Proper notlce of heanng was tlmely Issued to the approprlate persons entltled to notlce

2 All thlngs necessary to the Commlssmn attalnmg Junsdlcnon have occurred

3 Kala has a good falth clarm of a contmumg rlght to operate the subject well

4 Kala has filed financ1al assurance 1n the type and amount requrred under Texas Natural
Resources Code §91 107 to be approved as the operator of the subject well

5 A Flnal Order supercedlng the “plug only” prov1510n 1n the Fmal Order entered m 01] and
Gas Docket No 8A-0242076 requmng pluggmg of Well No 1 on the Countess (66889)
Lease, Swanson (Atoka) Field, wrll prevent waste of 011 and gas resources

RECOMMENDATION

The examxner recommends that the Comm15510n grant the request to supercede the prov1510ns
1n the F1nal Order entered m 011 and Gas Docket No 8A-0242076 requlnng plugglng of Well No
1 on the Countess (66889) Lease, Swanson (Atoka) F1eld Addltlonally, the exammer recommends
that Kala be recogmzed as the operator of Well No 1, Countess (66889) Lease, Swanson (Atoka)
Fleld

Respectfully su - 1tted,

Mark J He
Hearmgs .4 u r


