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Riley Exploration OPG Co, LLC (Operator No. 712153Riley” or “Applicant”), seeks
swabbing authority under Statewide Rulé && 17 wells (“Wells”) in the Serbin (Taylor Sand)
Field (“Field”), located in Bastrop and Lee Cousti@exas. Appendix A of this Proposal for
Decision (“PFD”) is a chart providing identifierformation for each well including the name of
the well, APl number, Commission lease number dmd dorresponding Commission docket
number. No one protested the applications for ivegoauthority. The Administrative Law Judge
and Technical Examiner (collectively “Examiners8spectfully submit this PFD and recommend
the Commission grant the subject applicatidns.

. Jurisdiction and Notice

The Commission has jurisdiction to adopt and im@etnthe provisions regarding
swabbing in Rule 21 under sections 81.051 and 21dd3he Texas Natural Resources Code,
which provide the Commission with jurisdiction o\akpersons owning or engaged in drilling or
operating oil or gas wells in Texas and the autirdol adopt all necessary rules for governing and
regulating persons and their operations underutisdiction of the Commissioh.

At least ten days’ notice of the hearing is reqiiite be given to “the mineral interest
owners of record and surface owners of recordefahse on which a well for which an exception
is sought is located . . .*.”For each docket number, at least ten days’ natideearing was
provided to all mineral interest owners of recordl aurface owners of record of the lease on
which a well for which an exception is sought.

Il Applicable Legal Authority
Statewide Rule 21 (or “Rule 21") states:

Swabbing, bailing, or air jetting of wells is prbfied as a production method for

wells unless the Commission has, after notice aadihg, granted an exception. .
5

Rule 21 contains six requirements that must beimetder for an operator to obtain an
exception to the prohibition on swabbing. Thersiquirements are:

1. the method of production proposed,;
2. that any production is properly accounted for panéuio 16TEX. ADMIN.
CoDE 8§ 3.26;

1 Statewide Rule 21 refers to T6x. AbMIN. CoDE§ 3.21.

2 The hearing for these dockets are contained iratwebo files which will be referred to “Vol. 1" arfYol. 2"and will be referred
to as “Vol. [1 or 2] Tr. at [minute start:secondr$f’. The Applicant provided a separate set dfileits for each docket number
containing information specific to the well at issin that docket. Riley also provided a masterddegxhibits, which is a
compilation of like-kind exhibits from each indiwidl set. Because the master set is a compildtierexhibits specific to each
well, the exhibts referenced in this PFD will beile master set and will be referred to in the REDApplicant Ex. [exhibit no.]
at [page no.]".

3 Tex. NAT. Res. CoDE §8 81.051 and 81.058¢e, e.9g.27 Tex. Reg. 9149 (September 27, 2002).

416Tex. ADMIN. CoDE 8§3.21(K)(1).

516Tex. ADMIN. CoDE § 3.21(K).
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that the proposed exception is necessary to preweste or protect
correlative rights;

that wellhead control is sufficient to prevent edes from the well;

that no pollution of usable quality water or safagzard will result from
either the proposed production method or the caddf the well; and

that the operator possesses a good faith clairheaight to operate the
well .

Additionally, Rule 21 provides seven factors thar@assion has the discretion to consider when
determining whether to allow production by swabbifddney are:

V.

1.

7.

whether the well has passed a mechanical intetgstywithin the preceding
12 months;

the estimated monthly and cumulative productiormfrthe well if the
requested exception is granted;

whether production will be into an on-lease tanktdyg or a mobile tank;

the adequacy of the financial assurance providethéyperator to assure
that the well will be timely and properly plugged;

whether production volume, fine sands in the resenor other factors
render pumping of the well impracticable;

whether the reservoir from which the well producesitains hydrogen
sulfide; and

the operator’s history of compliance with Commissiales’

Discussion of the Evidence

Each of the 17 above-referenced docketed casemitrated by Riley filing an application

for an exception to Statewide Rule 21 to produsech by swabbing. No one protested these
applications (“Applications”). At the hearing, Byl provided evidence as to each required element
in the Rule. Riley provided testimony from two masses: Dale Miller and Harold Atkinson, Jr.
Dale Miller is an engineering consultant. HaroldkiAson, Jr. is Riley’s Executive Vice
President—Land. The following is a summary of iR8eevidence in the order that it was
presented and it substantially correlates withatinéio recording of the hearing.

6 16 TEx. ADMIN. CopE § 3.21(k)(1)(B).
716 TeX. ADMIN. CoDE 8§ 3.21(K)(2).
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The perforated intervals for all 17 wells are i ®erbin (Taylor Sand) Field. The Wells
are near the county line between Bastrop and Lemi&s, with approximately half of the Wells
in Lee County and half in Bastrop CoufityThe Field was discovered in November 1985he
Wells were drilled over the timespan of 1986-1496The Serbin (Taylor Sand) Field is in the
Taylor Sand Formation, which is the lower membeahefNavarro Group. It is approximately 50-
75 feet thick and occurs at a depth of about 530B5eet:!

Riley began acquiring wells in the Field on Aprd 2013'? The Field was originally
developed with vertical wells. Riley plans to redep the Field using horizontal wells and
unconventional fracking technology performed in tistiages. Riley has acquired operating
rights on 32,000 acres in the Field. Riley hadladtifive exploratory wells outside the known
Field boundary; four are commercially successfal ame was drilled downdip and plugged. Riley
is waiting for a more stable price environment befdrilling more. The formation is tight with
porosity ranging from 15-22% and permeability dil32.3 millidarcies. Horizontal fracking will
enable significant additional recovery of Fieldene®s unattainable through vertical wells. Riley
also drilled four horizontal wells within the knoveonfines of the Field where there is vertical
well development; all four are commercial producerBhe horizontal wells are expected to
produce five times what the vertical wells haverbakle to produce.

Mr. Miller testified that swabbing will prevent prature abandonment of the Wells
thereby preventing waste and protecting correlatigiets. Additionally it will provide time for
Riley to horizontally develop the significant lebetl Riley has in the Field. Riley has made a
substantial investment in this horizontal developtm2 In addition to the nine horizontal wells
drilled to date, Riley is having a three-dimensios@ismic reflection survey performed of the
entire Field. Preliminary results indicate theldFiis more complex and compartmentalized than
originally thought. Riley estimates that a fingboet of the survey will be complete by the end of
June 2016. Riley plans to drill 30 horizontal weii the Field?

Riley provided an area map identifying the locatadreach of the 17 welfS. The Wells
span an area of approximately 8 miles. The Rgelpproximately five miles wide and 20 miles
long at its widest point® The Field only has two operators, with Riley lgeame and having the
right to operate a significant portion of the Field

Pumping equipment for some of the Wells has beproved due to economics and the
wells are ready to be swabbed if approVedApplicant anticipates that as horizontal wells ar
drilled in this area, the vertical wells, includittge Wells, will be plugged because the horizontal
wells are expected to produce at a much higher Riley explained this horizontal development
replacing aging vertical development as a reviddion of the Field using advanced technologies.

8 SeeApplicant Ex. 1.
9 SeeApplicant Ex. 3.
10 Applicant Ex. 4.
1vol. 1 Tr. at 3:50.
21d.

B3Vol. 1 Tr. at 8:39.
4 vol. 1 Tr. at 10:26.
15 Applicant Ex. 1.
6vol. 1 Tr. at 12:12.
17vol. 1 Tr. at 13:56.
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Riley is the Commission operator of record forthé Wells'® Riley provided completion
information for the Well$® The perforated intervals of the Wells range betw®,200-5,800 feet.
The base of usable quality for the Wells ranges/den approximately 2,500-3,500 feet. Both the
surface casing and production casing for all Walescemented to the surface indicating that the
casings provide no risk of pollution and providetpction of usable quality water in the area.

The Field is 30 years old and some of the wellthe Field no longer produce and have
been plugged® Average cumulative production of the Wells is4B2 barrels (“bbl”) of oil and
40,523 MCF of gas per welt. Reviewing the annual production history for thell&/ shows a
consistent decline of production over time followsda flattening?

Mr. Miller explained the application process First, Riley submitted Commission Form
W-21,Application for Exception to Statewide Rule 21 todRice by Swabbing, Bailing, or Jetting
for each of the Wells. Riley filed the applicatiomecause pumping had become uneconorfical.
He explained that pumping was costly due to thestsuitial expenses to maintain all the
components and moving parts. Swabbing elimingteset charges; it is a waste prevention
measure and allows Riley to continue to pursuleatizontal development plan. Wellhead control
for the Wells is to be by a Balon Valve or 3M Masfalve?® The anticipated monthly production
of oil for the Wells ranges from 15 to 70 bbl. Dyythe swabbing operation, the swabbed oil will
be transferred directly to the tank battery viarpys®

Mr. Miller explained that after the applicationsrediled, Commission Field Operations
Staff inspected each of the Wells.According to the investigation reports, the Welte currently
in compliance and equipped to produce by swab®indifter the inspections were complete,
Commission Staff performed a review of each ofApelications indicating Riley has no history
of enforcement cases or any holds on any of treeean which the Wells are locafédStaff also
reviews whether the Wells produce gas that hasogr sulfide as a constituent; documentation
of the reviews indicates the Wells do not produas gontaining hydrogen sulfide. The review
documentation notes that Applicant’'s P-5 Statasise, Applicant has provided a surface owner
and mineral owner list for each of the Wells, amelproduction method is fixed to the tank battery.
After the inspection and review, the Oil and Gawifdon- Field Operations submitted a
memorandum to the Hearings Division for each ofhadls stating:

18Vol. 1 Tr. at 16:26; Applicant Ex. 3.

19Vol. 1 Tr. at 20:55; Applicant Ex. 4.

20yol. 1 Tr. at 24:54.

2Lyol. 1 Tr. at 25:45; Applicant Ex. 5.

22\ol. 1 Tr. at 26:55; Applicant Exs. 6 and 7.

23Vol. 1 Tr. at 30:50; Applicant Exs. 8 and 9.

24\/ol. 1 Tr. at 37:05see alsovol. 1 Tr. at 7:03; and Vol. 2 Tr. at 4:20.

25 Applicant Exs. 8 and 9.

26\ol. 1 Tr. at 39:23.

27Vol. 1 Tr. at 41:45.

28 Applicant Ex. 10. Most of the Wells were in coimplce with Commission rules upon an initial inspmtt Some had compliance
issues that were resolved before a follow-up inspec

29 Applicant Ex. 11.
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Field Operations has reviewed the application gtedifor the well(s) located on
the subject lease and the inspection reports peoviy the Houston District office
and have no objection to the use of swabbing aarmer of productiof?

Riley estimates the cost of swabbing will be fixedb34.05 per barrel. By comparing the
cost to the estimated price of oil, using the Wiestas Index actual and futures pricing, swabbing
is expected to be an economical method for contnté produce the WellS. Utilizing a five
percent decline rate, Riley provided estimated mmgnproduction for each of the Wells and
estimates that the total recoverable reservesfdtesn years of swabbing will be approximately
200,000 bbP?

Riley has three swabbing trucks and will utilizeshswabbing units to swab the 17 wells.
The three crews will work five days a week, 8 hoaigay moving from well to well to perform
swabbing activities. Swabbing each well takes exiprately 2 hours. Riley anticipates that each
of the Wells will be swabbed bi-monthiy.

Riley’'s Organization Status with the Commissionaistive. Riley initially filed a
Commission Form P-®rganization Report on February 25, 2013 and filed its most recent
Organization Reporbn January 20, 2018. Riley has a $50,000 cash deposit and a $250,000
bond as its current financial assurance at the Gesiom®® Riley is the Commission record
operator for 180 wells in the Field, including thebject Wells in this casé. Riley has leases
covering each of the Wells.

All production will be properly accounted for sinités delivered directly from the well to
a dedicated individual tank battery onsite Swabbing does not pose a safety hazard, as lthe oi
will flow via piping directly from the well to then-site tank battery.

V. Examiners’ Analysis

The Examiners’ conclude that Applicant has metailnelen of proof and the Applications
should be granted.

A. There is sufficient evidence of each of the six reqements in Rule 21.
To be granted an exception to produce a well bybbing, an operator must present

evidence at hearing sufficient to meet the mininmeguirements of the six elements outlined in
Rule 21(k)(1)(B). An operator must demonstrate:

30 Applicant Ex. 12.

31vol. 1 Tr. at 51:05; Applicant Ex. 13.

32\/ol. 1 Tr. at 52:45; Applicant Ex. 14.

33Vol. 1 Tr. at 53:15; Applicant Ex. 15 and 16.
34 Applicant Ex. 17.

351d.

36 vol. 2 Tr. at 2:10.

37Vol. 2 Tr. at 00:40.



Proposal for Decision
Oil and Gas Docket Nos. 03-0303454 et seq
Page 7 of 12

1) the method of production;

2) production will be properly accounted for;

3) the exception is necessary to prevent waspeatect correlative rights;

4) wellhead control is sufficient prevent releases

5) production method and the well condition wibtrcause pollution or a safety
hazard; and

6) the operator has a good faith claim to opdiretdease and wells.

The Examiners conclude that Riley has providedigafit evidence as to each of these required
elements.

1. Riley provided the method of production proposed.

Riley provided sufficient evidence of the methodpobduction proposed as requiré®.
Riley will utilize three swabbing units which walvab each of the Wells approximately twice per
month. The swabbed oil will be directly transferte an onsite tank battery. After inspection of
the Wells and reviewing Riley’s planned swabbinghndology, Commission Field Operations
has no objection to Riley producing by swabbing.

2. Any production will be properly accounted for.

Riley provided sufficient evidence that any prodciwill be properly accounted f&?.
Because any swabbed oil will be transferred toothete tank battery, the oil will properly be
allocated to the appropriate lease.

3. The proposed exception is necessary to prevent wasand
protect correlative rights.

Riley provided sufficient evidence that the Wels aecessary to prevent waste and protect
correlative rightd® The Wells were drilled between 1986-1996. Préiducof the Wells has
declined over the years and it is no longer econahto produce the Wells by pumping at their
current low production volumes. Production by skiag is economical and will enable recovery
of additional reserves of approximately 200,000 thiak would not otherwise be recoverable by

pumping.

4, Wellhead control is sufficient to prevent releasefrom each of
the Wells.

Riley provided sufficient evidence that wellheadzol is adequate to prevent releases
from the Wells*! In the Applications, Riley provided informatios o the type of wellhead
control valve that will be used for each of the WelThe Applications were reviewed and the

38 16 TEX. ADMIN. CoDE § 3.21(K)(1)(B)(i).

39 16 TEX. ADMIN. CoDE 8§ 3.21(K)(1)(B)(ii).
40 16 TEx. ADMIN. CoDE § 3.21(k)(1)(B)(iii).
41 16 TEX. ADMIN. CoDE § 3.21(k)(1)(B)(iv).
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wellheads for the Wells were inspected by Fieldr@pens. Field Operations found the Wells to
be equipped for swabbing.

5. No pollution of usable quality water or safety hazed will result
from either the proposed production method or the ondition of
the Wells.

Riley provided sufficient evidence that no pollutiof usable quality water or safety hazard
will result from either the proposed production huet or the condition of the wet. The Wells
were inspected, are cemented to surface and tHebsdail is transferred by piping directly from
the well to an onsite tank battery.

6. Riley possesses a good faith claim to the right toperate the
Wells.

Riley provided sufficient evidence that it possessgood faith claim to the right to operate
the well?® Riley’s Operation Status with the Commission astive”. Riley has active leases
covering all the Wells and is the current Commissiperator of record for the Wells.

B. In addition to meeting all the requirements in Rule21, Riley provided evidence
that the discretional considerations weigh in itsdvor.

Rule 21 also identifies factors the Commissionthagdiscretion to consider in addition to
the requirements for swabbing in Rule 21. Regardie discretionary factors the Commission
can consider, Riley provided evidence of the edtchanonthly and cumulative production from
the Wells if the requested exception is granteat; phoduction will be into an on-lease tank battery
that there is financial assurance for the Wellat tbw production volumes render pumping of the
Wells uneconomical; the reservoir from which thellwroduces does not contain hydrogen
sulfide; and that Riley has no prior enforcementpedings and the there are no lease holds where
the Wells are locatetf.

Based on the record, the Examiners recommend that Gommission grant the
Applications and adopt the following findings otfaand conclusions of law.

Findings of Fact

1. Riley Exploration OPG Co, LLC (Operator No. 712153Riley” or “Applicant”), seeks
swabbing authority for 17 wells (“Wells”) in the B& (Taylor Sand) Field (“Field”), each
specifically identified in Appendix A, located iraBtrop and Lee Counties, Texas.

2. For each docket number, at least ten days’ notideearing was provided to Riley, all
mineral interest owners of record and all surfavaars of record of the lease on which a

42 16 TEX. ADMIN. CoDE § 3.21(K)(1)(B)(V).
43 16 TEX. ADMIN. CoDE 8§ 3.21(k)(1)(B)(Vi).
44 16 TEX. ADMIN. CoDE §3.21(K)(2).
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10.

11.

12.

13.

14.

15.

well for which an exception is sought. Riley appebat the hearing and presented
evidence in support of the application. No oneesped in protest.

Riley’'s Organization Status with the Commissionagtive. Riley initially filed a
Commission Form P-Organization Reporon February 25, 2013 and filed its most recent
Organization Reporbn January 9, 2017.

Riley is currently the operator of record for &lkktWells, as the Commission has approved
Riley’'s Form P-4 Producer’s Transportation Authority and Certificaté Compliance,
filings for the Wells.

Riley submitted $50,000 cash deposit and a $250/fd as its current financial
assurance at the Commission.

Riley has leases for each of the Wells allowirifpét right to operate.

Riley has three mobile swabbing units that will bwlae Wells five days per week, eight
hours per day. Riley estimates that the Wells wél swabbed bi-monthly using this
methodology.

All 17 wells are completed in the Serbin (Taylon8gField.

Each of the Wells has been cemented from the dietath of the well to the surface.

Each of the Wells is equipped with wellhead consudficient to prevent releases.

The estimated cumulative production from the Wiliswabbing is __,000 bbl.

An exception to produce the Wells by swabbing iseissary to prevent waste. Production
of the Wells by pumping is not economical due tolideng production over time leading
to current low production volumes. Productionlad Wells by swabbing is economical.

All swabbed oil is piped directly from each of téells to the on-lease tank batteries.

The reservoir from which the Wells are producedsdnet contain gas with hydrogen
sulfide as a constituent.

Riley has no history of outstanding violations obr@mission rules and there are no
Commission holds on leases where the Wells areddca

Conclusions of Law

Proper notice of hearing was timely given to aligo@s legally entitled to notice.

All things have occurred to give the Commissionsgiction to decide this matter.
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3. Riley’s application satisfies the mandatory requieats for an exception to Statewide Rule
21 to produce the Wells by swabbing.

a. Riley provided evidence of the method of production

b. The production will be properly accounted for.

c. An exception to produce the Wells by swabbing isessary to prevent waste.
d. The wellhead control for each well is sufficientievent releases.

e. No pollution to usable quality water or safety hralzaill result from the proposed
production method or the condition of the Wells.

f. Riley possesses a continuing good faith claim efright to operate the Wells.

4. In addition to meeting all of the requirememt&ule 21, consideration of the discretionary
factors in Rule 21 favors Riley obtaining authotiiza to do production by swabbing.

Recommendation

The Administrative Law Judge and Technical Exanirecommend that Riley’s 43
Applications be granted to allow for the productadrthe Wells by swabbing, in accordance with
the attached final order.

Respectfully,

Clayton J. Hoover Peggy Laird
Administrative Law Judge Technical Examiner
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Appendix A

Docket No. API No. Lease Name & Well No. Lease No.
03-0300034 021-31378 Louise #1 20841
03-0300035 021-31295 Steglich, J.C. "D" #4 20485
03-0300036 021-31227 Steglich, J.C. #3-C 20281
03-0300037 021-30956 Steglich "E" #3 22673
03-0300038 021-31034 Weatherston, George #2 19633
03-0300039 021-31092 National Pete "A" #2 20195
03-0300040 021-31111 Winton/Barker #1 19950
03-0300041 021-31440 Steglich #3 19876
03-0300042 021-31190 Behrens, C. #1 130571
03-0300043 021-31297 Amber, Amy #2 20478
03-0300044 021-31514 Act Ranch "B" #1B 22872
03-0300045 021-31193 Behrens, M. #1 20115
03-0300046 021-31204 Horn #2 20176
03-0300047 021-31235 Friebe, Eugene #2 20309
03-0300048 021-30976 Droemer "A" #1 A 19743
03-0300049 021-31013 Snider, Bert #1 19884
03-0300050 021-31214 Mueth, Leonard #1 20229
03-0300051 021-31091 National Pete #1 19863
03-0300052 287-32329 Luecke B #3 21315
03-0300053 287-32366 Gersch-Karnstaot #1 21937
03-0300054 287-32109 Mersiovsky #2 19780
03-0300056 287-31934 Mutscher #1 19259
03-0300058 287-32432 Marquis #7 #7 22463
03-0300059 287-32237 Steinbach #2 20405
03-0300061 021-31069 Lindner #1 19804
03-0300062 287-32172 Weise "B" #B 2 19980
03-0300063 287-32242 Arldt, Erwin E. #5 19346
03-0300065 287-32279 Arldt, Erwin E. "B" #6 20956
03-0300066 287-32115 Arldt, Erwin E. #4 19346
03-0300067 021-31513 Meuth, Leonard 'B' #1 22864
03-0300068 287-32005 Calvin, Jr. #1 19519
03-0300069 287-32075 S & M Energy-Marquis #6 19663
03-0300070 287-32311 Lorenze #5 21165
03-0300071 287-32220 Behrens Family #1 20258
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Docket No. API No. Lease Name & Well No. Lease No.
03-0300072 287-31994 Roitsch #1 19577
03-0300073 287-31932 Qchulze, Alfred V. #1 19258
03-0300074 287-32296 Roitsch -A- #1 20864
03-0300075 287-32097 Hern #1 19744
03-0300076 287-32053 Holmes #2 19533
03-0300077 287-32002 Schurmeier #1 19593
03-0300078 287-32036 Schurmeier #3 19593
03-0300079 287-31945 Stewart #1 19352
03-0300080 287-31973 Lorenz, Rudolf "A" #6 19459




