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ADMINISTRATIVE ORDER DHC-1026

Merrion Oil and Gas Corporation D E @ E n '\\!7 E m\

P.O. Box 840 ”
Farmington, NM 87499 AUG - 5199

Attention: George F. Sharp @Uﬂa @@mO @U"\!/o

3
Blueberry Buckle Well No. 1 -
Unit D, Section 32, Township 30 North, Range .7 West, NMPM,
Rio Arriba County, New Mexico.
Basin-Fruitland Coal and Navajo City-Pictured Cliffs Pools

Dear Mr. Sharp:

Reference is made to your recent application for an exception to Rule 303-A of the Division
Rules and Regulations to permit the subject well to commingle production from both pools in
the wellbore.

It appearing that the subject well qualifies for approval for such exception pursuant to the
provisions of Rule 303-C, and that reservoir damage or waste will not result from such
downhole commingling, and correlative rights will not be violated thereby, you are hereby
authorized to commingle the production as described above and any Division Order which
authorized the dual completion and required separation of the two zones is hereby placed in
abeyance.

In accordance with the provisions of Rule 303-C-4., total commingled oil production from the
subject well shall not exceed 20 barrels per day, and total water production shall not exceed 40
barrels per day. The maximum amount of gas which may be produced daily from the well shall
be determined by Division Rules and Regulations or by the gas allowable for each respective
prorated pool as printed in the Division’s San Juan Basin Gas Proration Schedule.

Assignment of allowable to the well and allocation of production from the well shall be on the
following basis:
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Pictured Cliffs gas reserves shall be calculated utilizing actual measured reservoir
pressure during completion. A production test shall be conducted on the Pictured
Cliffs interval to obtain initial producing rate. Based on initial rate, final rate and
gas reserves, a decline rate and resulting production schedule for the Pictured
Cliffs shall be calculated. Monthly Fruitland Coal production shall be determined
by subtracting the Pictured Cliffs production (obtained from the production
schedule)- from thé well’s total monthly producing rate.

A copy of the calculations and Pictured Cliffs production schedule shall be submitted to the
Santa Fe and A;tje‘c;j"ofﬁc;es_ of the division upon completion.

Pursuant to Rule 303-C-5, the cemmingling authority granted by the order may be rescinded by
the Division Director if, in- his opinion, conservation is not being best served by such
commingling. = """

Approved at Santa Fe, New Mexico on this 2nd day of August, 1994,

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

WILLIAM J. LEMKY
Director

SEAL
WIL/DRC/amg

cc: Oil Conservation Division - Aztec



Ernie Busch

From: Ernie Busch

To: David Catanach

Subject: MERRION OIL & GAS CORP (DHC)
Date: Monday, July 11, 1994 3:41PM
Priority: High

WELL NAME: BLUEBERRY BUCKLE #1

LOCATION: 32-30N-07W

RECOMMEND:  APPROVAL-THE ONLY CONCERN | HAD WAS THE PROXIMITY OF THE WELL TO THE
OVERPRESSURED FRUITLAND COAL WELLS, BUT WHEN THE BLUEBERRY BUCKLE #1 WAS DRILLED
THROUGH THE FRUITLAND, IT WAS DRILLED WITH WATER AND THERE WAS NOT ANY ABNORMALLY
HIGH PRESSURE ENCOUNTERED. THE COAL RESERVOIR PRESSURE SHOULD BE WITHIN THE
APPROVAL TOLERANCE REQUIRED.

Page 1



FAX 505-326-5900 °H. 505-327-9801
MEeRRION OIiL & Gas CORPORATION
S1C ReiLLy Ave + P2 O Box 840 >

TaRM NGTON NeEw MeEx co 87499

o [
24, 1994 A L
June e ﬁE@EWE@
i ol JUN 2 7 193
Mr. William Lemay, Director = 0
New Mexico Oil Conservation Division p\"‘ @ml %g?.nﬁ[?té @m
P. O. Box 2088 "

Santa Fe, New Mexico 87503

Re:  Application for Administrative Approval
Downhole Commingling
Basin Fruitland Coal and Navajo City Pictured Cliffs Pools
Lease: E-178-8
Blueberry Buckle #1
Section 32, Township 30 North, Range 7 West
Rio Arriba County, New Mexico

Dear Mr. Lemay:

Merrion requests administrative approval for downhole commingiing of the
Basin Fruitland Coal and Navajo City Pictured Cliffs Pools in the subject
wellbore. The following information is provided in support of this appiication:

[. Background

An APD has been approved for the Bluepberry Buckle #1 located 790’ FNL and
790" FWL in Section 32, Township 30 North, Range 7 West. After going to
hearing, this location was approved as a non-standard Basin Fruitiand Coai
iocation by the NMOCD (Order #R-10120). After further study or the iogs from
the State Pat #1 well (an offset Mesaverde well only 300" from this iocation), it
appears this well has some minor potential in the Pictured Cliffs (PC
Formation. Because the PC zone does not have the reserves to lustifv a new
wellbore or even the incremental cost to duai the existing wellbore, ana because
it would be mechanically difficuit to produce the two zones up separate strings
of tubing, we are applying for approval to commingie -he zones n :he
veilbore.

I, Mechanical [ustification

—ompleting this well as a duai Fruitlana Coai; PC veil WOUWG De mecnanicaily
aifficult for three reasons. First, s can be seen on Exhibit #2, ontv ceven zer
separates the bottom coal from the top sand in the PC. 4 frac iob in srther -
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these zones will possibly extend into the other zone. Therefore, these zones are
likely to be commingled outside the wellbore regardless of how we produce the
well (or wells) inside the wellbore. If this application is denied and a single coal
well is drilled, this possibly will have an adverse impact on the PC owners.

Second, there is some possibility that we will have to pump water from the
Fruitland Coal Formation. In a dual well, that will be difficuit with the 5 1/2”
casing program we have planned. It would require either larger casing, special
tubing, or possibly a small sized pump that would limit production rates.

Third, the seven foot interval between the zones leaves very little room for a
packer. In addition, it leaves virtua !y no rathole for the Fruitland Coal. It is
likely that coal fines and/or frac sanu produced from the Fruitland Coal will fill
the hole, cover at least some of the perfs, and possibly stick the packer.

III. Economic_ Justification

Exhibit 2 shows the State Pat #1 Neutron-Density Log compared to the NE
Blanco Unit #405 log. The State Pat #1 directly offsets the proposed Blueberry
Buckle #1, while the NEBU 405, located in the SW/4 of Section 21, Township 30
North, Range 7 West, is the only PC well on production within three miles of the
proposed well. The NEBU #405 is currently making around 500 MCFD atter six
or so months on line.

The NEBU #405 has 22’ of Neutron-Densitv cross-over with an average porosity
of 18%. The State Pat #1, on the other nand, has only 12" or Neutron-Density
crossover with an average porosity of only 14%. We feei that the skinnier pay,
the tighter rock, and the “rattyier’ nature of the sand may make the PC
unproductive in the Blueberry Buckle #1. However, we would hate not to at
least try it in this well, as we feel there is a reasonable chance or the zone
producing in the 100 MCFD range.

Using volumetrics and an assumed initial pressure of 1000 psi, PC reserves are
expected to be + 349 MMCF (see Exhibit 4, part 1, for calculation parameters).
Exhibit 3 displays the economics ror that [P and those reserves assuming a.) the

well is commingled, b.) the weil is dualled, and c¢.) a new weil is drilled. The
results are summarized below.
Incrementai Zicturec Cliffs Economics
]
‘ncrementai .cerating Jiscounted
_ase ‘nvestment .st RCR “zvour Crotit
Jommingie 5 60,000 200 199 3 vr 284,200
Duai 130,000 000 49, ~Jovr 525,100
Orill Separate Well  5230,000 000 --- -- 3126.300)
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The economics show that the incremental costs to dual the well (extra string of
tubing, packer, separator, tanks, compressor, flowline, meter, etc.) or to drill a
new well combined with the incremental costs of operating two well strings
versus one will kill the project. Therefore, unless we can commingle the PC
with the Fruitland in this well, it is unlikely we will ever produce the reserves
out of the PC.

IV. Allocation Formula

Exhibit 4 describes a formula which has been previousiv approved byv the
NMOCD for allocating production between the PC and Fruitland where no prior
production data existed (Order #R-9881). To summarize, the gas reserves are
calculated volumetrically for the PC based on the actual reservoir pressure
measured during completion. Based on the test rate during completion, a
decline curve and production schedule is generated for the PC to recover the
calculated reserves. The difference between the total production from the well
and the calculated PC production is allocated to the Fruitland Coai. We feel this
is a reasonable method to use for this well. Note that all condensate production
will be allocated to the PC.

V. Reservoir Fluid Compatibility

Merrion has no PC or Fruitland Coal water analyses from this specific area.
However, the close physical proximity of the PC and the Fruitland during their
deposition and burial would indicate that their formation waters are verv
similar. That conclusion is supported bv PC and Fruitland water analyses from
nearbyv areas (see Exhibit 5), where the water compositions are practlcailv
identical. Therefore, we expect no problems from fluid incompatibilitv.

VI. Cross Flow Between Zones

No pressure data is readily available tor these two zones in this area. However,
due to limited production from these intervals to date, it is expectea that both
zones will essentially be at virgin reservoir pressure. Because of the ciose
physical proximity of ‘the PC to the Fruitland, we expect the pressures ot the two
zones to be essentially identical. ‘Note that we have checkea with Meridian on
their offset coal wells, and while thev won’t give us anv hard =ata. ‘hev aid sav
that this area 1s not overpressured in the coal.)
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VII. Lease Ownership

Exhibit 1 shows the current ownership of the two leases involved in the
commingling of the two zones. As it stands now, Merrion would own 75% of
the coal (W/2, Sec. 32) and 50% of the PC (NW/4, Sec. 32), with Cinco General
Partnership owning 25% and 50% respectively. We have come to an agreement
with Cinco that if commingling is approved, we will equalize ownership in the
two formations on a 70% Merrion, 30% Cinco basis. We have come to a similar
agreement with the two overriding rovaitv owners (the Gerbers) who’s interest
is different in the two formations. Exhibit 6 summarizes the interests before
and after equalization. Both Cinco and the Gerbers have been sent copies of
this application and, if necessary, can be reached to confirm the nature of our
agreements.

VIII. Offset Ownership Notification

Exhibit 1 is a plat showing the offset ownershlp All offset owners have been
sent a copy of this application. Exhibit 7 is an affidavit to that effect.

IX. Summary

Unless commingling is approved, the PC reserves in the NW /4 of Section 32 wilil
never be produced. Because ownership is (or will be) common, commingling
the two zones will minimize costs and maximize reserves and value to ail
parties involved. Therefore, your prompt approval is requested.

Please call me with any questions or if aaditional information is required.

Sincerely, » ’p‘/{
R G
/,/’r ~ Vi - = ’.l E G}
George E. Sharpe /et
Manager - Qil & Gas Investments Ly a(y{
x¢: Frank Chavez - NMOCD - iztec
Meridian Oil Inc.
Cinco General Partnership
Edward Gerber Trust - /0 Ker Cubrert, —uadv & Feaer
Iris Gerber Damson - ¢/0o Ken _uprotf, ‘caddv <« Feder
Vajver
“erenv valves apjection o tnis ADDIICETION.

Company

Name: _ate:
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Exhibits

Ownership Plat

Offset Logs

Economics

Allocation Formula

PC and Fruitland Coal Water Analyses
Equalized Ownership Calculations
Affidavit of Notification

C-102 Plat - Basin Fruitland Coal Pool

C-102 Plat - Navajo City Pictured Cliffs Pool
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EXHIBIT
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PICTURED CLIFFS ECONOMICS - COMMINGLE

EXHIBIT 3

0/23/94

" Econemie Dete. . Well Type (OLL.Gasy GAS I " Ecomewsic Indicaters
Working Interest 100.00% = 1.8 Years
Net Revenue Interest 70.00% Dc¢fROR = 18.7%
Production Tax- G 9.10% ROI = 401 38

0il 8.28% EROI = 3.01 8%

Operating Cost 566 $mo initetest raia = 20%

Gas b Valoe 1150 bowsct Investment = 60.0 M$
Prod Price Escalator fyr Project Risk Factor -

Op Cost Escalator peryr Average Oil Price-  $17.00 /bbl
P&A cost Ms Average (ias Price- $1.60 ‘mmbmny
Constant Prices: NO (yesno)

Beg Oil Price 17.00 $/bbi
Beg Gas Price 1.60 $/mmbta

Ofl Production Gas Production

1-1-94 Reserves 0 stb 1-1-94 Reserves 348907 mcf ;
1-1-94 Qo 0.00 hopd 1-1-94 Q¢ 100 mcfd
Qel 0.00 bopd Qel 20 metd ;
Decline Fraction C.080 per yT Decline Fraction 0.083 per st i
Life 29.00 years Life 19.00 vears i

Prod
L mct
1 1994 0.0 0.0 0.0 0 1] 100 92 9% 35,026 35.026 17.00 1.60
2 1995 0.0 0.0 0.0 0 0 92 85 38 2,236 67,263 17.00 1.60
3 1996 n0 0.0 00 0 1) 85 7¢ 81 29,669 96.932 1700 .60
4 1997 0.0 0.0 0.0 0 0 7 72 ) 27.306 124.238 1700 LU
3 1998 0o 0.0 0o g 2 nh } 25131 L9 368 ) CAan
6 1999 3.0 3.0 0.0 ) " 66 1 "3 23,129 172,498 1700 e
7 2000 0.0 0.0 0.0 0 0 61 56 58 21.287 193,785 17.00 1.60
8 2001 0.0 0.0 0.0 0 U 36 5i 4 19,352 213,376 i7.00 i.60
9 2002 0.0 0.0 0.0 i) 0 51 47 19 18,031 231.407 17.00 ..0U
10 2003 0.0 0.0 0.0 0 ) 47 44 18 16.595 248,002 17.00 Lol
il 2004 10 310 a0 B t in z 15273 263.276 1700 B
12 2005 0.0 0.0 0.0 1) ) 1t Y7 39 43”7 277332 70 i
13 2006 u.0 0.0 0.0 J G 57 34 38 12937 290.269 {70 Lo
14 2007 0.0 0.0 0.0 i 0 %) 3 33 11,907 302176 17.00 56
15 2008 0.0 0.0 0.0 0 0 31 29 20 10,958 313,134 [7.00 L.o0
16 2009 0.0 0.0 0.0 0 0 29 27 3 10,086 323,220 17.00 1Y)
17 2010 0.0 0.0 0.0 1) ) 27 21 25 9.282 332,502 00 60
18 2011 0.0 0.0 0.0 B 0 24 potd 223 3.543 341.045 17.00) o0
19 2012 0.0 0.0 0.0 0 0 a2 21 2 7.862 348.907 700 Tl
20 2013 2.0 9.0 0.0 ] 1] 21 9 20 ".236 356,144 1700 i




% 23/94

Discomntad —
Ammual Cam 20% | Anmmal  Cogm :
Protit Profit  Discoum | Profit Profit |

M3 Vs Factor © s vy |
——or L M3 v |

160.0) 60.0) 1,00 160.0) 60.4))
| 6.0 0.9 110 5.0 {25.0) .83 29.2 L8
2 1995 6.0 0.0 377 31.7 6.8 0.69 2.0 i3.8)
3 1996 6.0 0.0 4.7 28.7 35.5 0.58 16.6 "8
4 1997 6.0 0.0 32. 26.0 51.5 11.48 25 20.4
3 1998 5. 0.4 04 234 349 540 o4 28
5 1999 6.0 0.0 27 2l 106.1) 2.3 ! 0.8
7 2000 6.0 0.0 219 39 ‘219 028 <3 1=
3 2001 6.0 0.0 22.9 6.9 141.8 .23 39 461
9 2002 6.0 0.0 21l 5.1 569 0.19 29 190
10 2003 6.0 0.0 9.4 34 704 16 22 1.2
11 2004 6.0 0.0 179 [ ] 1322 J.13 i.6 28
12 200s 5.0 0.0 185 R 927 i 22 ~39
13 2006 5.0 0.0 15.1 21 201.8 .09 59 <48
4 2007 6.0 3.0 i3.9 ) 2098 108 ) phIR!
15 2 6.0 0.0 12.8 "8 216.6 .06 it 3.9
16 2009 6.0 0.0 118 38 2224 0.05 13 8.2
17 2010 6.0 0.0 19.9 19 2273 .05 ) <6.4
i8  20i1 6.0 0.0 6.0 ] 2313 .04 32 6.3
19 2012 6.0 0.0 22 3.2 2345 17.03 0.1 6.6

20 2013 6.0 0.0 35 2.5 2370 .03 il 6.7



PICTURED CLIFFS ECONOMICS - DUAL

o/23/94

Economie Data Well Type (Oil.Gas):| GAS | Econemic Indicators
Working Interest 100.00% Payout = 6.0 Years
Net Revenne Interest 70.00% DcfROR = T7.9%
Production Tax- G 9.10% ROI = t44 %%
Ol 8.28% FROI = HIE S I ¥4
Cperating Cost +.000 3/mo iefest TEe = 20%
Gas bz Value 1150 bwsce Investment = 130.0 M3
Prod Price Escalator %fyr Project Risk Factor -
Op Coat Escalator peryr Average Oil Price-  $17.00 /bbi
P&A cost M3 \verage (iag Price- $1.60 ‘mmbm
Constam Priccs: NO (yewno)
Beg Oil Price 17.00 $/bbit
Beg Gas Price 1.60 $mmbm
10% {9.8)
Ofl Production (ras Production 12%% (17.9
1-1-94 Reserves 0 stb | | 1-1-94 Reserves 348907 mcf ! 14% (25.1)
1-1-%4 Qo 0.00 bopd i i1 Qg 100 mcrd 6% 313
Qel 0.00 bopd ! 1(Qel 20 mctd 18% (37.3)
Decline Fraction 0.080 peryr | !Deckine Fraction 0.083 peryr 20% (2.4
Life 29.00 years | ILife 19.00 vears | 3% (63.8)
30% 33.2
Cum
Jrod
mcet’
1 1994 0.0 0.0 0.0 0 1100 92 96 35,026 35026 17.00 1.60
2 1995 0.0 0.0 0.0 0 ) 22 85 S8 32,236 67,263 17.00 .60
3 1996 0.0 0.0 0.0 0 n 35 ] 1 29.669 96.932 17.00 )
1 1997 0.0 0.0 9.0 ) ! 3 = oS 27.306 :24.238 780 L.50
3 1998 n.0n na a0 : : - ols] a9 BAR K} 146 348 TN C A
6 1999 0.0 0.0 0.0 ! ; 06 ol 63 23,129 172,498 17.00 ..U
7 2000 0.0 0.0 0.0 0 ; 21 36 83 21287 93,785 i7.00 Loy
3 2001 7.0 9.0 0.0 iy i A 1 4 19,592 213.376 T Hu
9 2002 0.0 0.0 0.0 0 ; Al 17 19 18.031 231,407 1700 50
10 2003 0.0 0.0 3.0 ‘) <7 -1 15 i6.395 248.002 700 it
i1 2004 .6 5.0 i . & 2 JRATE 263.276 CTm 0
i2 2005 0.0 0.0 0.0 B 1) R 9 “LosT Bk Ty "
13 2006 0.0 0.0 0.0 0 3 37 u 33 12937 :90.269 1700 Hu
14 2007 0.0 0.0 0.0 i) - o1 si 3 L9907 302176 1700 ot
L5 2008 0.0 0.0 0.0 g B 29 20 10,958 313,134 700 40
15 2009 0.0 0.0 0.0 0 9 L) 2 23 10.086 123,220 17.00 a0
17 2010 0.0 2.0 9.0 3 o i 33 2282 32502 700
'8 2011 0.0 0.0 3.0 . ¢ 2 - 1543 RS NIEL T
9 2012 Y 9.0 4.0 : 2 N 2 62 TI8.507 T )
20 2013 2.0 0 0.0 ! o 2 ) T g Ay T




ECON.XLS 6/23/94
Discountad
Annual Cum 2076 Anmual Cum

Profit Protit Discount Profit Brofit
Year M3 i3 Factor M3 M i
1/1/94 130.0 1130.0) {130.0) 1.00 {130.0) (130.0)

{ 1994 12.0 0.0 41.0 29.0 {101.0) 0.83 242 (1058
2 1995 12.0 u.0 - 257 782 .69 ] 379
! 1996 12.0 SRS M7 e 2.9 138 32 18
4 1997 12.0 0.0 320 20.0 (32.5) 0.48 96  (65.2)
3 i9 12.0 0.0 294 R 15 IR i €9
n 1999 12.0 0.0 271 5.1 v23 31 (33
- 2000 12.0 n.0 19 2.9 i2.9 LI} R 19 =y
3 2001 12.0 0.0 229 0.9 238 ).23 2.5 470
9 2002 120 0.0 21.1 5.1 329 0.19 1.8 (45.2)
10 2003 12.0 0.0 19.4 "4 10.4 u.16 2 4.0
t1 2004 12.0 0.0 179 <9 16.2 012 )8 £43.2)
12 2005 12, .0 5.3 ts 07 L1t )3 127
13 2006 12.0 0.0 15.1 A 53.3 0.09 0.3 HEE 3
14 2007 12.0 9.0 3.9 9 358 .08 22 142.3)
15 2008 i2.0 0.0 i2.8 0.8 6.6 .06 0.1 42.2
16 2009 12.0 0.0 il.8 0.2) 564 0.08 142.2)
17 2010 12.0 0.0 10.9 {1.1) 553 .05 LR} i42.3)
i8 Z0iil i2.0 0.0 3.0 2.0 =33 .04 0.1 iIZ.3)
19 2012 12.0 0.0 RIM 2.8) 50.5 1.03 0.1; 424
20 2013 12.0 0.0 353 :3.3) 470 0,03 HIRS) 42.5)



ECON.XLS

PICTURED CLIFFS ECONOMICS - NEW WELL

Fconousic Deta Weil Type (OLLGas):| GAS | Fconowic Indicators
Working Interest 100.00% Payout = H#REF! Years
Net Revenue Interest 70.00% DcfROR = 3NUM!
Prodoction Tax- C 9.10% ROI = (0.13) %
oil 8.28% fROI = .82 %8
Operaiing Cost 1,066 §/mio {nigrest raie = 20%
Gas b Vate 1130 brwsct Investment = 230.0 M3
Prod Price Escalator Yo'y Project Risk Factor -
Op Cost Escalaior per yr Average Oul Price-  317.00 ,bbl
P&A cost 15 M$ \verage (vas Price- $1.60 mmbni
Constant Prices: NO (yewno)
Beg Oil Price 17.00 $/bbl 1 ge
Beg Gas Price 1.60 mmbtu | 3% (104.1)
| 10% (112.3)
Otl Production Gas Production 112 (18,7
1-1-94 Reserves 0 stb ! { 1-1-94 Reserves 348907 mcf ! 1 14% (126.3)
1-1-94 Qo 0.00 bopd ! {1194 Og 100 metd | i 16% (132.4)
Qel 0.00 bopd (el 20 metd ; i 18% (137.9)
Decling Fraction 0080 paryT | i Declinie Fracion 5.083 peryt | A 20% {142.0)
Life 29.00 years | 'Life 19.00 vears | 35% (168.8)
Y iBegn 2 ' Cam
Qo Qo Prod Prod " Qg Qg Prod Prod Prod
Yoar bopd bopd bopd 3tb il mctd mefd metd mct mef
vusa
1 1994 0.0 0.0 0.0 0 0 100 92 9% 35.026 35.026 17.00 1.60
2 1995 0.0 0.0 0.0 0 592 8s 8 2.236 67.263  17.00 1.60
3 1996 0.0 0.0 2.0 0 : 3 31 29.669 36,932 .70 Lo
4 1997 n.0 0.0 0.0 N 3 2 TS 273060 24238 T LU
3 199 0o na O] ' o A 4 I 110268 T
6 1999 0.0 0.0 0.0 0 g ne i 63 13,119 172498  iT.00 fLou
v 2000 0.0 0.0 0.0 9 ;o al < 38 21287 193785  iT.00 i.ou
3 2001 5.0 0.0 0.0 3 B i i .35z 2i3.376 ~.00 f5u
9 2002 0.0 0.0 1) ) ~1 v 19 18.031 231.407 700 o
10 2003 0.0 0.0 B - 1 1< R39S 148,002 00 .
" 2004 Yy JU o i j 02 SITY 163276 gh
12 2005 1) 0 0! “ - 5 T e ey
13 2006 0.0 0.0 3.0 3 | = 1 13 12937 190,269 =00 A
! 2007 0.0 0.0 0.0 9 ' 2 1 S 11907 202176 17900 i
15 2008 0.0 0.0 9.0 D) . T ) 00 10958 313,134 i".0v s
16 2009 0.0 0.0 2.0 N A pit) =7 3 10.086 173,220 - no Y
7 2010 0.0 0.0 e 31 5 2282 132502 =0
] 201l ) 0.0 o 2 2 L RS NI ol
) 02 14 3.0 ! - T892 F13.907 3]
0 013 20 o) ; ; T4 et
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Discounted
Anmnpal Cum 2% Annnal Cum
Profit Profit Discount Profit Profit i
M3 M3 Factor M3 M3
1/1/94 230.0 230.0 { 230.0) 1230.0) 1.00 $230.0)  (230.0)
1 1994 [2.0 0.0 41.0 29.0 {201.0) 1.83 242 (2058)
z 1995 2.0 0.0 37.7 257 (175.2) 0.69 179 (187.9)
3 1996 12.0 1) 347 T 182,59 S8 37 01748
4 1997 12.0 0.0 32.0 20.0 (132.5) 0.48 3.6 ({165.2)
S 1998 2.0 5.0 %4 4 IS .44 0 {15882
n 1999 12.0 0.0 27 [l | {100.0) + 33 1 ci33. 0
- 2000 12.0 3.0 z19 12.9 137.1) 028 .0 1 149.%)
3 2001 12.0 0.0 22 10.9 (76.2) 0.23 2.5 (147.0)
9 2002 120 0.0 21.1 9.1 167.1) 0.19 1.8 (1452
10 2003 12.0 0.0 19.4 ~.4 (39.6) V.16 .o (144.0)
i1 2004 12.0 2.0 i7.9 9 (33.8) 213 1.8 {143.2)
12 2005 12.0 0.0 8.5 13 (493 G911 N5 142y
13 2006 12.0 0.0 151 1 (16.2) .09 3 (1424
14 2007 12.0 0.0 13.9 ) (44 2) .08 12 (1423
1S 2008 12.0 0.0 12.8 0.8 (43.4) 0.06 J.1 (142.2)
16 2009 12.0 0.0 11.8 i0.2) {43.6) 0.08 (142.2)
17 2010 12.0 0.0 10.9 {1.1) (44.7) .05 LY (142.3)
i8 011 i2.0 0.0 10.0 {Z.0) {46.7) 0.04 0.0 (142.3)
1 2012 1S 15.0 12.0 0.0 92 17.8) 164.5) 1.03 0.6)  (142.M)

20 2013 12.0 2.0 8.5 3.5 168.0) 0.03 DD i143.0)
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EXHIBIT 4

BLUEBERRY BUCKLE #1
MONTHLY GAS PRODUCTION ALLOCATION FORMULA

GENERAL METHODOLOGY

1. CALCULATE PICTURED CUFFS {PC) RESERVES FROM VOLUMETRICS.

2. CALCULATE PC INITIAL MONTHLY PRODUCTION PRODUCTION RATE BASED
ON INITIAL FLOW TEST.

3. BASED ON OPERATING COSTS OF $500/MO. CALCULATE PC ABANDONMENT
RATE.

4. KNOWING INITIAL RATE. FINAL RATE. AND RESERVES, CALCULATE PC DECLINE RATE.
S. CAN NOW GENERATE PC PRODUCTION SCHEDULE FROM NOW TILL ABANDONMENT.

6. CALCULATE FRUITLAND COAL PRODUCTION RATE FOR EACH MONTH BY
SUBTRACTING PC RATE FROM TOTAL RATE.

~age i
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1. CALCULATE PC RESERVES FROM VOLUMETRICS

Gp=[7758'0‘h'A'(1-Sw) /Bg] * Rt * BTU Factor
where:

Gp = Ultimate PC gas reserves in MMBTU.

7758 = Bbls/ac-it conversion.

O = porosity = 14%

h = Net pay = 12 Feet

A = Drainage area = 160 ac.

Sw = water saturation = 50%.

Bo=gasfonnaﬁonvolumefaanr(RVB/Md)=5.04 *z*T/P

Z = gas deviation factor at reservoir conditions = 0.90.

T= Resernvoir teamperature = 100 F = S60 R.

P = reservoir pressure as measured during initial completion of PC.

Rf = gas recovery factor = 85%

BTU Factor = MMBTU/MCF from initial PC qas analysis.

THEREFORE:
Gp=(7758 * 1412+ 160 * (1-5)7¢{5.04* o0 *560/P3Y) * 85 *BTU Factor

Sp (Mmbtu) = 348 (mct/psia) * P (psia) * 3TU Facior (Mmmbtu/mcn

2. CALCULATE PC INITIAL MONTHLY "RCDUCTICN RATE

Qpc(1) = QY1 Y{Qpc(tesy) / [Qpcttesy + Qfcttesy};
and

Qpci(decline) = Qpc(1)*30.4/ Days Prod(1)
where

Qpc(1) = first month PC production in mmbty/mo,

Qt(1) = first month total production in mmbtu/mo.

Jpcltest) = tinay PC flow test in mmety/gay.

(]
i
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BLBKLHRGXLS
Qicliest) = final Fruittand Coal flow test in mmbtu/iday.

quwmmmmwwmmmpcm .
Units are in MMBTU/MO.

3. CALCULATE PC ABANDONMENT RATE

Qpca = Op Cost/ {Price * NRI * (1 - Tax)}
where

Qpca = PC abandonment rata in mmbtu/mo.

Op Cost = monthly operating expense = $500/mo.

Price = weilhead gas price = $1.66/mmbtu.

NRI = average net revenue interest = 80%.

Tax = state & local severance and advalorem taxes = 9%.

THEREFORE
Qpca=500/{1.65* .80 * (1-.09)}

Qpca = 416 mmbtu/mo

4. CALCULATE PC DECLINE RATE

D = {Qpci(daciine) - Qpca} / Gp
where
D = nominal dediine rate (fraction/mo)
Qoci(deciine) = initial monthly production rate in mmbtw/mo as calculated in Step 2.
Qpca = PC abandonment rate in mmbtw/mo = 396 mmbtw/mo.

Gp = Ukimate PC gas reserves in MMBTU as calculated in stop 1.

5. CALCULATE PC PRODUCTION IN FUTURE MONTH "X"

Qpcfq = Qpci(dectine) * exp {-D g}

~age 3
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where

Qpeafx) = PC production in mmbtu for month “x".
Qpci(deciine) = initial monthly production rate in mmbtu/mo as calculated in Step 2.
D = nominal dedline rase (fraction/mo) as caiculated in Step 4.

t(x) = number of months from initial production 1o month “x".

6. CALCULATE FRUITLAND COAL RATE IN FUTURE MONTH "X"

Qfcx) - Qtfx) - Qpefx)

whaere
Qfc{x) = Fruittand Cocal production in mmbtu in month “x".
Qt{x) = total well production in mmbtu in month “¢.

Qpcix) = PC production in mmbtu for month “x* as caiculated in Step 5.
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EXHIBIT &
INTEREST EQUALIZATION
. PICTURED CLIFFS OWNERSHIP
A. NW/4 SEC 32, L EASE #E-178-8
BEFORE EQUMJZATION AFTER EQUALIZATION
wi NRI wi NRI
MERRION OIL & GAS CORP 050000  0.35000 0.70000  0.48880
CINCO GENERAL PARTNERSHIP 0.50000 0.42383 3.30000 03.25430
EDWARD GERBER TRUST 0.03691 0.05228
{HIS GERBER DAMSON 0.03691 0.05228
SIDNEY LAUB 0.02734 0.02734
STATE OF NEW MEXICO (RLTY) 0.12500 0.12500
1.00000 1.00000 1.00000 1.00000

1. FRUITLAND COAL OWNERSHIP

A. NW/4 SEC 32, LEASE # E-178-8 (50%)

BEFORE EQUALIZATION AFTER EQUALIZATION
wi NR} wi NRI
MERRION OIL & GAS CORP 0.50000 0.35000 0.40000 0.23450
CINCO GENERAL PARTNERSHID 0.50000 0.42383 0.60000 Q50850
EDWARD GERPER TRUST 0.030891 0.05228
IRIS GERBER DAMSON 0.03691 0.05228
SIDNEY LAUB. 0.02734 0.02734
STATE OF NEW MEXICO (RLTTM 0.12500 0.12500
1.060000 1.00000 1.00000 1.00000

B. SW/4 SEC 32, LEASE # E-178-9 (50%)

BEFORE EQUALIZATION AFTER EQUALIZATION
Wi NR Wi NRi
MERRION OIL. & GAS CORP 7.00000 9.70000 1.00000 0.74310
CINCO GENERAL PARTNERSHIP  0.00000 0.00000 2.00000 1.00000
EDWARD GERBER TRUST 0.07383 0.05228
IRIS GERBER DAMSON 0.07383 0.05228
SIDNEY LAUB 0.02734 0.02734
STATE OF NEW MEXICO (RLTY) 0.12500 0.12500
1.00000 1.00000 1.00000 1.00000
C. NET FRUITLAND OWNERSHIP
3EFORE EQUALIZATION AFTER EQUALIZATION
] NRI Wi NRI
MERRION OIL & GAS CORP 0.75000 0.52500 3.70000 0.48880
CINCO GENERAL PARTNERSHIP  0.25000 0.21191 0.30000 2.25430
EDWARD GERBER TRUST 0.05537 0.05228
IRIS GERBER DAMSON 0.05537 0.05228
AIDNEY LAUB 0.02734 n.02734
STATE OF NEW MEXICO (ALTY) 0.12500 0.12500

1.00000 1.00000 + 50000 +.00000



Exhibit 7

Affidavit of Notification

The following companies were sent certified copies of the application for
downhole commingling of the Basin Fruitland Coal and the Navajo City
Pictured Cliffs Pools in the Blueberry Buckle #1.

1.) Meridian Oil Inc.
P. O. Box 4289
Farmington, New Mexico 87499

2.)  Cinco General Partnership
P. O. Box 451
Albuquerque, New Mexico 87103

3.) Edward Gerber Trust and Iris Gerber Damson
c/o Mr. Kenneth Dubroff
Cuddy & Feder
90 Maple Ave.
White Plains, New York 10601

Signed Date
George F. Sharpe

ACKNOWLEDGEMENT
STATE OF NEW MEXICO )
COUNTY OF SAN JUAN )ss
The foregoing instrument was acknowledged before me this of

_, 1994, by George F. Sharpe.

My commission expires:

Notary Public
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2 EXHIBIT 8

at Ny State of New Mexico y Form C-102
- Bex 190 llshba, NM 55243-1500 Esergy, Misssnis & Notosat Resousess Oeporimens Revised Febreary 21, 1994
:;"‘““ |nstructions oa back
Deower DD, Artasin, NM 882119719 OIL CONSERVATION DIVISION Submit to Appropriate District Office
Dletstes 111 PO Box 2088 State Lease - 4 Copies
"""::_“-m“""‘" Santa Fe, NM 87504-2088 Fee Lease - 3 Copics
PO Bax 2088, Santa Fe, NM STSI-2088 D AMENDED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
" APl Number ! Posl Code ' Pool Name
Lf(;-ﬁj?— o 71629 | 3asin Fruitiand Coal
‘ Property Code ’ Propenty Name i ‘ Well Numoer
(S04 3LUEBERRY BUCKLE ! 4 1
' OGRID Ne. ! Operator Name i  Hevavon
014634 MERRION OIL & GAS CORPORATION 3208°
' Surrace Location

UL or lot no. Section Towasaip | Raage Lot Ida Feet (rom the Norb/Sewa lne Feet from we | ECasuWest Lae - Coumty

D 32 | 30N | 7w 790 NORTY 790 | west RI0 ARRIZA
'! Bottom Hole Locauon If Different From Surface
ULoriotne. | Seciies | Towaship | Raags Lot Ida Feet from the Norh/Sossa Une Feet from the i EasuWest line . Cousty
! |

" Dedicated Acres| * Joist or infill | '* Coaseddetisn Code { '* Order No.
320 b4 P

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL [INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

7
11 . 1 7 OPERATOR CERTIFICATIONI|
i: : ! 1 hereyy cernfy that the informancn conssinad herew is
:z X ! inie and complete 10 ine dest of my mowiedge and belief |
= ¥ | _ i |
% Note: Diviision ot * 4 |
%0' x Tntkrest Attached ] \ '
[~~~ : ; P
= f S | e
P . ee—
~x X | SR !
~ % E-178}8 : 1 X N - rrm
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% -2
Bt S e e S e R R A
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(. Q Smegfn New Mexico Q
u
/7O Druwer 0D, Artasia, NM 822530719 OIL CONSERVATION DIV ISION
Diateles 111 PO Box 2088
lum: :m-lld-. Asier, NM $7410 Santa Fe, NM 87504-2088
PO Bex 1088, Saata Fe, NM 875062088

EXHIBIT 9
Form C-i¢
Revised February 21, |9¢
Instrections oa bac
Submit to Appropriate District Oftic
State Lasse~ 4 Copie
Fee Leass - 3 Copiv

{_i AMENDED REPOR-

WELL LOCATION AND ACREAGE DEDICATION PLAT

" APl Number ! Posl Code f ' Poot Name
e -¢39- 2545 Ty 7o |’ Yavaio Citv Picrured Cliffs
‘ Property Code ' Propenty Name ' * Well Nemoer
oDy BLUEBERRY BUCKLE i §
' OGRID Ne. ! Operaior Name | " Hevatea
014634 MERRION OIL & GAS CORPORATION 6208
' Surface Location
UL oriot 0. | Section Townsaip | Raage Lot Ida Feet (rom the ! Nortb/Soww line | Feet (rom e ZaswuWest lge County
7 32 | 30N | 7W 730 . NORTE | 730 | Wesz I0 ARRIZZ
"' Bottom Hole Location If Differeat From Surrace
UL or iot no. { Section | Townsaip Range Lot ida Feet from the ! Nerw/Sowws ine | Feet from the ! EastsWest tine ; Cousty
1 | | |
12 Dedicated Acml " Joist or [afill | ™ Conselidatiss Code | ** Order No.
160 Y

OR A NON-STANDARD UNIT HAS BEEN APPRO

—_——
“SURVEYOR CZRTIFICATION
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NO A.LLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
VED BY THE DIVISION

' OPERATOR CERTIFICATION”
! herevy cernfy vt ihe informanon consamad heraa is !
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Date
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