Risk Penalty Analysis Case #9593

February 1, 1989

Atlantic B Com #220
8/2 Sec. 34, T31N, R1OW
San Juan County, New Mexico

Risk Penalty

Geological Risk : '
Coal Stratigraphy and Thickness i ‘
Cleating/Fractures
Coal Characteristics

60%

Reservoir Risk _
Sustained Deliverability
Devatering
Reserve Recovery
Undefined Coal Producing Characteristics
50%

Economic Risk —_ <{’
Project - Gathering, Facilities, Water Disposal L:*
Treating - Water, CO» \
Marketing - Testing, Demand, Mechanical Downtime .
20%

Operations Risk o
Completion Operations Lo
Equipment Failures While Drilling !
Formation Problems While Drillingv”

70%

Recommended Non-consent Penalgzmﬂwdnuv~“i 200%
Capital Recovery Facto »v*%“ L 100%

~3_M/!? Total Recommended 300%

2579J




RISK PENALTY ANALYSIS

GALLEGOS CANYON UNIT #391 and #390

SECTION 23, T29N, R13W

GEOLOGICAL RISK

Cleating/fractures
Coal characteristics

RESERVOIR RISK
Sustained deliverability
Reserve Recovery
Undefined coal producing characteristics

ECONOMIC RISK

Marketing - price, demand
OPERATIONS RISK

Completion operations - mechanical
Recommend Non-consent penalty
Capital Recovery Factor

Total Recommended

RISK PENALTY

40%

50%

50%

10%

150%
100%

250%



FRUITLAND COAL GAS PRODUCTION
GALLEGDS CANYON #377
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TYCKSEN #1

Distance between wells - 120

GALLEGOS CANYON UNIT #391
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>
L g

10-3/4" @ 56
cmt'd w/ 25 sx
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Fruitland Sand producing
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— Face-cleat strike, domain 1, 2a and 2b NS

A50°/ Structure on top of Huerfanito Bentonite Anticline
/
. QA 14881

Structure map of the San Juan Basin, contoured on the Huerfanito Bentonite, and
predominant face-cleat strikes. Two domains of contrasting face-cleat strike are evident.
The domains are separated by a gradational boundary near the Colorado-New Mexico

state line.

A0 EXHIBIT

This exhibit from

COALBED METHANE WORKSHOP ‘\D
Sponsored by The Gas Research Institute 12

1991 SPE Rocky Mountain Regional/

Low Permeability Reservoirs Symposium

April 14, 1991




EL PASO NATURAL GAS COMPANY
VOLUME ACCOUNTING DEPARTMENT
MEASUREMENT DIVISION
POST OFFICE BOX 14902
EL PASO TEXA%l 53978
DATE 10/12/90 CHROHATOGRAPH}C GKS ANALYSIS REPORT
MAILEE
41956 CKE TAYLOR DRILLIKG COMPANY

LOCK
PO BOX 142
RIFLE, CO 81630-1428

METER NUMBER 74162 - YYCKSEN
OPERATOR 5677 - LOCKE TAYLOR DRLG co
ANALYSIS DATE  99/9%/99 TYPE CODE 2 - ACTUAL
SAMPLE DATE 9/13/90 H2S BRAINS 0289
EFFECTIVE DATE 10/01“90 LOCATION F - FARMINGTON
EFFECTIVE FOR 6 MONTHS :
NORMAL1ZED
COMPONENTS HOL % qPM
€02 . 1.27 .000
H2S .00 .000
H2 1.62 .000
NETHANE 86.42 .000
ETHANE 6.41 1.715
PROPANE 2.15 .593
ISO-BUTANE 44 LY
HORM-BUTANE .51 .161
ISO-PENTANE .1 113
NORM-PEKTANE .24 . 087
HEXANE PLUS 83 (275
F— P, 100‘00 - - . 3.. 088 - -
SPECIFIC GRAVITY . 668
WMIXTURE HEATING VALUE
(BTU & 14.73 DRY) 1131

RATIO OF SPECIFIC HEATS . 000
NO TEST SECURED FOR H2S CONTENT

A Red WALSH



MEASUREMENT

AUDITORS
BHP PETROLEUM COMPANY COMPANY
P.0. BOX 977 ‘ ‘
, FARMINGTON, N.M. 87401 " _
e .v____,_';_ _,v',,»,‘_:,;j g = i S Tt e e ;&‘7 T T e R g
t
GAS CHROMATOGRAPH ANALYSIS
MAC CUST/STAT : 6629030006
CUST STAT NO :
CUST STAT NAME: G.C.U. 377
FIELD.. ..~ : GALLEGDS CYN UNIT
0 1; : SAN JUAN
- : NM -~
SAMPLING DATE : 11/30/90 4 PRESSURE BASE : 15.025 DRY
SAMPLED BY : STEVE MAHLER SOURCE : MTR.RUN
\ PRESSURE : 170 ANALYZED BY : B.L.
FLOW TEMP : N/A DATE OF ANALYSIS : 12/01/90
ACCOUNT CODE : 0000-3200-01145NNN0O1014  RUN NUMBER : 1370-215
. CURRENT GPM @
COMPONENT MOLE % 14.696 D
e Ox YGEN - = e e -, - - 0. o0 - - Eo e Oy OOO ‘ }._e,:‘:: . B LIy
co2 : 0.70 0.000 - C
N1TROGEN 0.486 0.000  / :
METHANE 98.59 0.000 . -
ETHANE 0.25 0.067
_ PROPANE 0.00 0.000
o I1-BUTANE 0.00 0.000
' N-BUTANE 0.00 0.000
[-PENTANE 0.00 0.000
N-PENTANE _ 0.00 0.000
HEXANES 0.00 0.000
HEPTANES + 0.00 0.000
HELTUM. N/A
HYDROGEN N/A
H2S N/A
TOTAL 100.00 0.067
wpose won o .. SPECIFIC GRAVITY - 0.58640 .
.. GRDSS BTU/CU. FT. @15.025-DRY < 1022.%8 o
GROSS BTU/CU. FT. €@15,025 SAT 1005.2
GROSS BTU/CU. FT. @14.730 DRY 1002.5
GROSS BTU/CU. FT. @14.730 SAT 985. 1
GROSS BTU/CU. FT. @14.696 DRY 1000.2 @Hp EXHIBIT
GROSS BTU/CU. FT. @14.696 SAT 982.8

REMARKS 13




\VAL:FI ENGINEERING & PRODUCTION CORP. - ' Potroleum Enginesring Conauling . . 206 N Aubrm
4 o s . Leass Manegement - - P. O. Orawer 419

Farmington, New Mesico 87408 ¢ ¢’

Contract Pumping (S05) 3274892

May 2, 1991

Mr. Richard T. C. Tully

Attorney At Law _-

111. Orchard Avenue . . : . ' :
Farmington, New Mexico 8740L.

REF: Locke Taylor Drilling
N/2 Sectian 23-T29N-BR13W.. . ..

Dear Mr. Tully:

Enclosed you will find. five:. (5) copies.of report concerning the.above-:. -
referred—-to- acreage.. . . - . i

The report was prepared on the basis of Locke Taylor Drilling having
100.0% Ounership of the Operating Bights in the acreage..

In a buy ar sell situation the value of a property would be comsidered
to be the net value of production estimated to occur in a time period of three
(3) to five (5) years. A buyer would mormally want to recover a purchase price
in that time period. . ’

The value of the natural gas to be-pruduced:from.the:Fruitland;CoaI:is:.~‘
dependent upon Locke.Taylor Brilling being able.to utilize or not utilirze.
the Sec. 107 Tax Credit. ' )

The estimated value of -matural gas,.on a present .worth basis, would be .-
as follows: .

With Section 107 Tax Credit —-$423,486 ta $495,694 ..
" Without Section 107 Tax Credit - $222,748 to.$266,280. .. -

If you have any questions please do not hesitate to call upon me.

R R R

Yery truly yours, : - . R
Qe

RV T

Ewell N. Walsh; P.E} - - o
President o e e e L

ENW:rr -~ o . : i'..' R fgf{%?,

Enclasure.

!
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15, Oate Fpuddea 18, Dote V.00, Nanched ] 17, ata Crmpt, (Ready tn Tred.) | AR, Fieavattonn (DF. AKN, RT, CR. r10.0] 13, FTITm hir -.\-,4
. 1-28-8S 1-31-85 9-8-89 GR 5335' KB 5343 1 5335’
0. Teiol Depth 1. F inq Flack 1.0, 3. 1 Mltiri= Tary Tonla m Tema T
[ 1310 1125? "o Euﬁmw ' i NOHE
24, I'teducing intarvni(r), of this campletian — Tep, Botiam, trame - ;:' Vias e e el Tareny
Ptrds
FRUITLAND SAND 917' - 934’ OCT — 3 1989 o
28, Type Clactrtic ond or 8 lun - T War Wt creet T
GR/GBL OIL CONSERVATION DIV. ; T
1) SANTAEE V. .
. CASING RECORD (Rep_eﬂ oit strings vel in well) _ e
CASING S12€ WEIGHT LB./FT, OEPTH SET __mMoLE sizE ___ _CEMENTING RECORD | AMOUNT PULLED
7" 23 159 9.1/8" ___|241.8 ftZ Class B w/22%__ | __-0=.
" — _— CaCly. g 1/4#/sx Flocele_|___ . _ . _
4 172 10.5 1310 6_1/4" 220_fe~ 50-50 pozmix w/2%|_ -0-__
ige]l, 0.5% CFR-2 & 1/48/sxlCelloflake
29, LINER RECORD so. TUBING RECORD .
e Toe soTTOM SACKS CEMENT scneen size DEPTH SET | PACKER SEY
|_23/8 )  _837' —— -
31, Porforolion flecord (Interral, size and number) 32, ACID, $HOT, FRACTURE, CEMENT SQUEEZE, EYC - ;
917' - 934" 1JSPF 17 HOLES .40 DIA. DEPTH INTERVAL AMOUNT AND KIND w\vemu USED

"917'- 934" |Frac'd w/ 23.000 gal 70_Q_foan
33,5004 _12-20 sand & 145,000
scf N2 @ 20bpm

33,

PRODUC TION .
Date Flest Production Productton Methnd (Flmotng, gas lift, pumping - Size and tvpe pump) Wall SRtatua (Prod. or Shut-in)

"""" Flowin Shubt=in___ .
Date of Tast tloma Tenated Choke Size Prad’n. For o — Bhl, Gan — MCF Weter — NhEL Gaa .. 11 Nttt

" Test Peetod ] I 596 l 0

_9-9-89 26 3/8 —* | -0~ 90 R I T

Flow Tubing Frees. Crasing Nresnwa | Calcwatad 24- O — RbL. Gras — MCF Water — RbY, O Cravity — AVY ({ner. 7
tiow Nnte O

_ 180 || o | ss0 | 0 -0- -
34, Disposition ol Gas (Sold, used for fuel, vented, ete.) Trnl Witneansd Ry

Vented J.C. HARRIS 7
33, Ltst of Altachments -

NONE : I
38, I hereby certify that the information shoun on bath sidesof-this form ix nnr mvd cnmpjrlr tn. llw bnl n/ my Icnnulrd.r and belief

RN v : S
P , -13-89
soweo __ FRED LOWERY L e OPERATIONS SUPT. e 9 -

A P "’BHP




