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Lakes pulls out of New Zealand, focusing on core areas

Marija Zivkovic, Neil Ritchie, New Zealand
Wednesday, 13 May 2009

LAKES 0il has left the New Zealand oil and gas exploration scene
only a year after saying the country was a great place to explore
and that it hoped to emulate its Victorian tight gas success across
the Tasman.

Melbourne-headquartered Lakes Oil - the oldest Australian explorer still
operating after 62 years — has surrendered its onshore East Coast Basin licence
PEP 38350 and, according to Crown Minerals, it now has no other interests in
New Zealand.

PEP 38350 had been a 1901 square kilometre onshore block in the greater
Wellington-Wairarapa region and Lakes also applied for, but was not granted, a
larger permit covering 2481sq.km over what the company believed was a
northward continuation of the same geoclogy contained in PEP 38350.

Company chief geologist Ingrid Campbell told PetrofeumNews.net today that
Lakes was pulling back from areas such as New Zealand because of the global
credit crunch and tight economic times.

“We are refocusing on our core business, tight gas resources, and withdrawing
from frontier areas,” she said.

“We were going to shoot some 2D onshore-offshore seismic around the Palliser
Bay area of New Zealand, but without other parties to share the mob and demob
costs that would have cost a million dollars or so - something we decided would
be better spent on re-entering and fraccing existing wells in the onshore
Gippsland Basin.

“That is no reflection on New Zealand; we are pulling out of central Australia for
similar reasons.”

A year ago company chairman Robert Annells told PNN that Lakes would be
targeting both oil and gas in New Zealand and utilising its Cooper Basin expertise
that had seen gas finds with flows as low as 2 million cubic feet per day
developed.

Meanwhile, the company said it would soon start a workover program in PRL2
that would lead towards commercialisation of tight gas in the Wombat field,
onshore Gippsland Basin, Victoria.

The company said it was planning to re-enter three wells, Wombat-2, Wombat-3
and North Seaspray-3, during the next quarter once all required approvals had
been granted.

"During this current slowdown of activity in the industry, we believe this program
will provide us with the maximum potential for unimpeded commercial
hydrocarbon flows to be achieved, without incurring the levels of costs that
would be associated with drilling and fracturing a new well such as Wombat 4,”
the company said.

The workover operations on all three wells are designed to clean up the wells in
order to allow the gas/oil zones to flow unimpeded to the surface.

Meanwhile, Lakes Qil has delayed the drilling of Wombat-4 due to the current
high costs of moving a drilling rig to the Gippsland region.

The company said it hoped drilling costs would return to normal over the next 12
months, at which time it would consider drilling the well,

The company has also commissioned Gaffney Cline and Associates to provide an
independent evaluation of the Trifon and Gangell fields in PRL2, which will
include results from the proposed testing at North Seaspray-3.

An independent assessment of the Wombat field previously carried out by
Gaffney Cline and Associates estimated potential P50 recoverable resources of
293 billion cubic feet.
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