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STATEMENT OF THE CASE

Lundberg Operating Corporation has applied for a spacing
exception permit to drill its Flinn Well No. 3 for conpletion in
the Clara Driscoll, S. (5040) and (5065) Fields and the W dcat
Field in Nueces County, Texas. The proposed |location is 100 feet
from the nearest lease line, while applicable rules require a
m ni num of 467" fromthe nearest |ease |ine.

The application is protested by B.D. Production Co. The
protestant operates wells in the subject fields on a tract
of fsetting the proposed | ocation.

The exam ners wil| recomend t hat t he appli cati on be approved.

DI SCUSSI ON OF THE EVI DENCE
AND | SSUES

The applicant takes the position that the proposed well is
needed to prevent confiscation. Consequently, theinitial issueis
whet her a well at an exception |location is necessary to give the
owners a reasonabl e opportunity to recover their fair share of oil
and gas in the subject fields underlying their tract, or the
equi val ent in kind.

The applicant's |ease tract contains 271.95 acres having a
si ze and shape that will support a regular | ocationin the applied-
for fields. The owners of mneral interests in the tract do not
share in production fromthe subject fields from another tract.
There has al ready been a well, the Flinn #7, drilled at a regul ar
| ocation on the tract.

The Flinn #7 was drill ed by Texaco in 1984, and perforated in
the 5065 sand. The initial potential was 13 BOPD and 36 BWPD and
the well produced 6963 BO before this sand watered out. Texaco
t hen plugged the #7 back to the 5040' sand. This conpletion had an
initial potential of 22 BOPD and 75 BWPD and produced 10,091 BO
before the sand watered out. Lundberg took over operations in
1990.

Both fields have strong water drives and Lundberg wants to
drill a replacenent well for the #7 structurally updip fromthe
wat er ed- out | ocation. Both fields are |ocated on a | ong, narrow
structural ridge, which term nates agai nst a nort hwest - sout heast
trending fault.

The 5040' sand has only one other well in it on this
structure, the B.D. Production Martin #3, which is structurally
updip to any location on the Flinn |ease. The Martin #3 has
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produced over 34,000 barrels of oil fromthe 5040' sand.

Lundberg has divided the 5065' sand into two nmenbers, though
they are recogni zed as one field by the Comm ssion. The Flinn #7
was the only well ever conpleted in the upper 5065 sand and the
proposed location is updip according to Lundberg's structure map.

The only well on this structure in the | ower 5065 sand is the
B.D. Production Martin #2. The Martin #2 is 15 higher than the
Flinn #7 at the top of the | ower 5065 sand. The proposed | ocation
is between the Flinn #7 and the Martin #2 and Lundberg has mapped
it as structurally internediate. Lundberg also submtted a net
sand isopach of this sand, which shows the proposed |ocation is
expected to encounter 7' of sand, internediate between the 3
present in the Flinn #7 and the 15 in the Martin #2. The Martin
#2 has produced about 110,000 barrels of oil fromthe | ower 5065
sand.

Lundberg planinmetered its structure maps to determ ne the
nunber of acre-feet productive ineachreservoir. Its calcul ations
i ndicate 23.5 acre feet on the Flinn | ease in the | ower 5065 sand
and 187.08 acre feet on the Martin | ease. Using an average of 30%
porosity, water saturation of 35% and a recovery factor of 50%
Lundberg cal cul ated that there are 34,800 barrels of recoverable
oil remaining in the reservoir. Lundberg has 11.16% of the acre
feet in the reservoir and thus would have 3884 of those barrels
underlying the subject tract.

Using simlar analysis, Lundberg cal culated that the anount
of remai ning reserves underlying its tract in the upper 5065 sand
is 10,061 barrels and in the 5040' sand is 23,567 barrels. The
total recoverable oil fromthe proposed well is 37,512 barrels and
both fields nust be conpleted to nmake a conmercial well.

The protestant, B.D. Production, does not argue that these
fields have water drives or that structure is very inportant in
| ocating wells. B.D. submtted structural naps contoured on top of
the 5065 sand and 5100' sand, which show the sanme general
structure of the fields. B.D. proposes an alternate | ocati on 400
north of its |ease |line and about 150" west of the proposed well.

The differences in geologic mpping between the two
interpretations are not |large but are significant. B.D.'s map of
the 5040 sand (which it calls the 5100' sand) indicates a snal
closure against the fault, which is present only on the Flinn
| ease. B.D. argues that if Lundberg drills at its proposed
| ocation, there will be oil left unrecovered in this small high.
The B.D. map of the 5065 sand shows no separate closure on the
Flinn |lease but does indicate that B.D.'s suggested alternate
| ocati on would be as high structurally as the Lundberg proposed
| ocation. In both fields, B.D. has indicated that some of the oil
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whi ch Lundberg woul d produce at its proposed | ocation would cone
fromthe Martin | ease.

There is al so sone snall difference in the parties' depiction
of the fault trace across the Flinn |lease. Lundberg based its
pl acenent of the fault on a fault trace map. B.D.'s l|ocation of

the fault trace is nore interpretive, yet B.D. is nuch nore

confident in locating its alternate |ocation nmuch closer to the
fault than Lundberg is willing to drill.

EXAM NERS' OPI NI ON

The evidence shows there are recoverable reserves in the
subject fields underlying applicant's tract and that the regul ar
|l ocation well on the tract did not recover the fair share. A
spaci ng exception | ocation is necessary to produce those reserves,
because the regul ar | ocati ons do not provide the structure that is
needed to produce above the water.

The exam ners also conclude that the proposed location is
reasonable. The issue centers on the parties' geol ogi c
I nterpretations.

The fields have a water drive and the offset Martin #2 and #3

are updip fromthe proposed |ocation even on B.D.'s maps. If a
Rule 37 location is not drilled, the remaining reserves on the
Flinn | ease will be recovered by the Martin wells.

B.D.'s alternate location is unreasonably close to the fault
and its interpretation of the additional closure onthe Flinn | ease
I S unsupport ed. Lundberg's structural contours, at least in
relation to the expected structure at its proposed | ocation, isthe
nost parsi nonious i nterpretation andthereforethe nost reasonabl e.

The applicant did not submt evidence relative to a proposed
W dcat conpletion. Therefore, the record does not support
granting a spacing exception permt for the Wldcat field.

Based on the record as a whole, the exam ners nmmke the
followi ng findings of fact and concl usi ons of |aw.

FI NDI NGS OF FACT

1. Noti ce of hearing was given on January 3, 1991, to the record
operators, | essees of tracts that have no desi gnat ed oper at or,
and the owners of record of unleased mneral interests, for
each adj acent tract and tract nearer than 467" to the proposed
wel | .
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2.

10.

Lundber g Operati ng Corporation has applied on Comr ssi on Form
W1l for a permt to drill Well No. 3 for conpletion in the
Clara Driscoll, S. (5040), the Cara Driscoll, S. (5065) and
the Wldcat Fields, on the Flinn Lease in Nueces County,
Texas.

Applicable rules for the subject fields prescribe mninmm
spaci ng of 467 feet to the nearest | ease |line and 1, 200 feet
to the nearest well on the | ease, and density of 40 acres.

The Flinn Lease (subject tract) contains 271.95 acres in a
shape that wll| support regular |ocations.

The owners of mneral interests in the subject tract do not
own an interest in productionfromthe applied-for fields from
of fset tracts.

Awell at aregular |ocation on the subject tract, the Texaco,
Flinn #7, has produced 6,963 barrels of oil fromthe Cara
Driscoll, S. (5065) Field and 10,091 barrels of oil fromthe
Clara Driscoll, S. (5040) Field, before watering out.

Remai ni ng recoverable reserves attributable to the subject
tract are 13,945 barrels of oil in the Cara Driscoll, S
(5065) Field and 10,061 barrels of oil inthe Clara Driscoll,
S. (5065) Field.

The subject fields produce with a strong water drive
mechani sm

In a water drive field, oil and gas nove upstructure during
production and the wells eventually water out.

Awel |l at the proposed | ocation is reasonabl e and necessary to
gi ve t he owners of the subject tract an opportunity to produce
the reserves in the subject fields underlying the tract, or
t he equival ent in kind.

a. The proposed |l ocation is updip on the structures of the
fields;
b. The proposed |l ocation is a reasonabl e di stance fromthe

fault; and

C. The proposed location is a reasonabl e distance fromthe
| ease |ine.
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d. A well at a regular l|ocation cannot give a reasonable
chance to recover the reserves underlying the tract, or
t he equi val ent in kind.

CONCLUSI ONS OF LAW

1. Proper notice of hearing was tinely given to all persons
entitled to notice.

2. The application on Form W1 was properly filed.

3. Al'l things have occurred and been done to gi ve the Conm ssion
jurisdiction to decide this matter.

4. A spacing exception is necessary to give the owners a
reasonabl e opportunity to recover their fair share of reserves
underlying the subject tract inthe Cara Driscoll, S. (5040)
and the Clara Driscoll, S. (5065) Fields, or the equivalent in
ki nd, thereby preventing confiscation.

5. The proposed | ocation is reasonabl e and necessary to give the
owners a reasonabl e opportunity to recover their fair share of
reserves in the Cara Driscoll, S. (5040') and the Cdara
Driscoll, S. (5065") Fields underlying the subject tract, or
the equivalent in kind, thereby preventing confiscation

6. The evi dence does not support approval of the application for
the Wldcat Field.

RECOVIVENDATI ON

The exam ners recomrend that the subject application be
granted for the Clara Driscoll, S. (5040) Field and the Cara
Driscoll, S. (5065) Field, and that the application be denied for
the Wldcat Field.

Respectful ly subm tted,

Don W&l ker
Legal Exam ner

Margaret Allen
Techni cal Exam ner

DW MA/ kh



