
Risk Penalty Analysis Case #9593 

February 1, 1989 

At l a n t i c B Com #220 
S/2 Sec. 34, T3IN, R10W 

San Juan County, New Mexico 

Risk Penalty 

Geological Risk r- / 
Coal Stratigraphy and Thickness 
Cleating/Fractures 
Coal Characteristics 

Reservoir Risk 
Sustained D e l i v e r a b i l i t y 
Dewatering 
Reserve Recovery 
Undefined Coal Producing Characteristics 

Economic Risk — , 
Project - Gathering, F a c i l i t i e s , Water Disposal 
Treating - Water, C02 \ 
Marketing - Testing, Demand, Mechanical Downtime. 

Operations Risk ^ 
Completion Operations 
Equipment Failures While D r i l l i n g 
Formation Problems While D r i l l i n g ^ 

70% 

Recommended Non-consent Penalty^ 
Capital Recovery Factftp^-rfZ"" 

;"" ...... • ^ f p ' * ' ~ X.i v'-;. 

200% 
100% 

Total Recommended 300% 

jSt̂ s:—^ 

2579J 



RISK PENALTY ANALYSIS 

GALLEGOS CANYON UNIT #391 and #390 
SECTION 23, T29N, R13W 

GEOLOGICAL RISK 

RISK PENALTY 

C l e a t i n g / f r a c t u r e s 
Coal c h a r a c t e r i s t i c s 40% 

RESERVOIR RISK 

Sustained d e l i v e r a b i l i t y 
Reserve Recovery 

Undefined coal producing c h a r a c t e r i s t i c s 50% 

ECONOMIC RISK 

Marketing - price, demand 50% 

OPERATIONS RISK 

Completion operations - mechanical 10% 

Recoinmend Non-consent pe n a l t y 150% 
C a p i t a l Recovery Factor 100% 

T o t a l Recommended 250% 
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I TYCKSEN *7j Distance between wells - 120' GALLEGOS CANYON UNIT *391 

13-3/8" e 20' 
not cmt'd 

j j j 10-3/4" o 56' 
cmt'd w/ 25 sx 

7" @ 107' 
cmt'd to surf 
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8-5/8" e 520' 
not cmt'd 

A i 
>• A 

1" Siphon string © 987' 

Fruitland Sand producing 
around 7" casing shoe 

Fruitland Sand 900 -925" 

7" e 957' 
not cmt'd (stuck) 

PBTD = 1070' 

5-1/2" open hole 
from 957' to 1230' 

Casing shoe to bottom of 
Fruitland Sd - 32' 

Top of cmt plug to 
casing shoe =113' 

Top of Coal to top of 
cmt plug = 82' 

: i : i : t : ! : l : t : ! - Fru i t land Coal 1152 - 1 1 8 2 ' H H T : 

TD = 1230' 
4-1/2" e 1365' 
cmt'd to surf 
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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. 

This exhibit from 
COALBED METHANE WORKSHOP 
Sponsored by The Gas Research I n s t i t u t e 
1991 SPE Rocky Mountain Regional/ 
Low Permeability Reservoirs Symposium 
A p r i l 14, 1991 

12 

EXHIBIT 
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EL PASO NATURAL GAS COMPANY 
VOLUME ACCOUNTING DEPARTMENT 

MEASUREMENT DIVISION 
POST OFFICE BOX 1492 
EL PASO, TEXAS 79978 

, ,„A PHONE;(915} 541-5207 
DATE 10/12/90 CHROMATOGRAPHIC OAS ANALYSIS REPORT 

MAILEE 
41956 LOCKE TAYLOR DRILLING COMPANY 

PO 0OX 1425 
RIFLE. CO 810S0-142B 

METER NUMBER 74162 
OPERATOR 5677 

TYCKSEN 11 
LOCKE TAYLOR DRLG CO 

ANALYSIS OATE 99/99/99 
SAMPLE DATE 9/13/90 
EFFECTIVE DATE 10/01/90 
EFFECTIVE FOR, 6 MONTHS 

TYPE CODE 
H2S 9RAINS 
LOCATION 

2 - ACTUAL 
0269 
F - FARMINGTON 

COMPONENTS 
NORMALIZED 

MOL _X QPM 

C02 1.27 .000 

H2S .00 .000 

N2 1.62 .000 

METHANE 86.42 .000 

ETHANE 6.41 1.715 

PROPANE 2.15 .593 

ISO-BUTANE .44 .144 

NORM-BUTANE .61 .161 

ISO-PENTANE .31 .11.1 

NORM-PENTANE .24 .087 

HEXANE PLUS ,. ,M .,2.7,5 
IOC.00 - - J.088 

SPECIflC GRAVITY .668 

MIXTURE HEATING VALUE 
(BTU « 14.73 DRY) 1131 

RATIO Or SPECIFIC HEATS .000 

NO TEST SECURED FOR H2S CONTENT 

Reo COALSH 



BHP PETROLEUM COMPANY 
P.O. BOX 977 
FARMINGTON. N .M. 87401 

M E A S U R E M E N T 
AUDITORS 
COMPANY 

s*. 

GAS CHROMATOGRAPH ANALYSIS 

MAC CUST/STAT : 6629030006 
CUST STAT NO : 
CUST STAT NAME: G.C.U. 377 
FIELD : GALLEGOS CYN 
COUNTY " . J SAN JUAN 
STATE : NM 

UN IT 

SAMPLING DATE 
SAMPLED BY 
PRESSURE 
FLOW TEMP 
ACCOUNT CODE 

11/30/90 
STEVE MAHLER 
170 
N/A 
0000-3200-01145NNN01014 

PRESSURE BASE 
SOURCE 
ANALYZED BY 
DATE OF ANALYSIS 
RUN NUMBER 

15.025 DRY 
MTR.RUN 
B. L. 
12/01/90 
1370-215 

CURRENT GPM © 
COMPONENT MOLE % 14.696 D 

OXYGEN , • - 0.00 ' ' - - 0.000 
C02 0. 70 0.000 
NITROGEN 0. 46 0.000 
METHANE 98. 59 0. 000 '•'-./ 
ETHANE 0. 25 0.067 
PROPANE 0. 00 0. 000 
I -BUTANE 0.00 0.000 
N-BUTANE 0. 00 0. 000 
I -PENTANE 0.00 0. 000 
N-PENTANE 0.00 0. 000 
HEXANES 0.00 0. 000 
HEPTANES + 0.00 0. 000 
HELIUM N/A 
HYDROGEN N/A 
H2S N/A 

TOTAL 100.00 0. 067 

SPECIFIC GRAVITY 0.5640 
GROSS BTU/CV. FT. ©15.025 - DRY • 1022. 6" 
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 
GROSS BTU/CU. FT. ©14.696 SAT 982.8 

REMARKS : 



ENGINEERING & PRODUCTION CORP. Psliutoucn EnfpnsQring Consulting, • ^ 

LMM Mm\mjm\m* -

ConlTBct f \ i fnpmg 

204 N. Auburn 
P. O. Orawer 419 
rfminglon, N m M W C O B7408 < 
(505)327-4898 

May 2, 1991 

Mr. Richard T. C. Tully ". 
Attorney At Law . • 
111.Orchard Avenue . . 
Farmington, New Mexico 87401.. 

-.1 

REF: Locke Taylor Drilling 
N/2 Section 23-T29N-R13W 

Dear Mr. Tully: 

Enclosed you w i l l find five (5) copies.of report concerning, the. above-;, 
referred-to acreage.. 

The report was prepared, on the basis of Locke Taylor Drilling having 
100-0% Ownership of the. Operating. Rights i n the acreage. 

In a buy ar s e l l situation-the value of a property would be considered 
to be the net value of production estimated to occur i n a time period of three 
(3) to five (5) years. A buyer would normally want to recover a purchase price 
in that time period- . ' 

The value of the natural gas to be produced.rfrom the Fruitland Goal: isv. -
dependent upon Locke. Taylor Drilling being able to u t i l i z e or not u t i l i z e •« . 
the Sec. 107 Tax Credit. 

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

With Section 107 Tax: Credit -. $423,486 to $495,694 

Without Section 107 Tax Credit r $222,748 to.$266,280. 

I f you have any questions please do not hesitate to c a l l upon me. 

Very truly yours, 

Ewe 11 N. Walsh* P.EL. 
/4 President 

ENWirr SUP 

Enclosure. 
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L A N O © r r i « » r ^ 
— — 

* H f » MEXICO Oi l COMMVATIOH COMMUStOll 
WELL COMrLEIION OR RECOMPLE HON REPORT AMD LJ 

h. T T # « n r e e u n t r i e M 

««« <r -i <•«•• | 
» « « . t L _ J Q U I 

I . H*lm«*©l O p w l o * 

P.O. BOX 977 FARMINGTON NM 87499 

1-28-85 
i i ) . l o l n l Dep th 

l a . T » r » « o r K I L L 

a 
• Kill) M t S V * 

BHP PETROLEUM (AMERICAS) 

•"I* LZJ •" Ixl 

K§L, 
O n l t e g o n Cnnyon U n i t 
r i "n;^' ' " 

on co : 

1370 . r t t f r » « M t M f 

24 29N 
l « . l»«»* T . n . PU«*?T.»4 

1-31-85 

1310 
Z l . M M * Hnck T.T 

1125' 

a. T T t f nr.. 

T n ~ M - M I n,.1, • . T i t i ' - l 

N. PINON FRUITLAND SANt 

1 7 . J V r t » O m r l . I t t r n < l y t n f ' . n r f . ) ( I V H . v M l n r " ! f l T ' . R K f l . R T , »".tT. M r . 

9-8-89 GR 5335* KB 5343' 

1 4 . l ' l » l < K - | n a l n t » r v n l ( i > ) , o f I M * r o m p l - l l o n _ I r -p, P c - t l n m , f i l m * 

FRUITLAND SAND 917' - 934' OCT - 3 1989 
H . T r p * C l « c l f I c a n t t O t h e r L < w j * H u n 

GR/CBL 
i t . 

OIL CONSERVATION DIV. 
SANTA FE 

i _N0_ME _ 
? V W ' t s l l l f - I I ' M .1 

NO 

tlO" 
C A S I N G R E C O R D (R*po r t a l l i t r l » * i i * l In w . l l ) 

CASINO SIZC WEIGHT L B . / F T . OCPTH SET HOLE s u e 

7" 23 159 9 7 / f l " 

4 1/2" 10.5 1310 

zt. 

CEMCNTINO wecpno 

-f tLclnss_B.w/22__ 
0aCl2, \ . l /J!Zsx. Flpcelfi_ 
2 2Q_£tl_ 5.0-50. po zmlx. w /_2 X 

L I N E R R E C O R D 

I I I E TOI» SOTTOM 

I I , r»rfotollon neeetd (Intm-nt, t i t r nnrf -mmket) 

917' - 934' 1JSPF 17 HOLES .40 DIA. 

. 0 . 5 * CFR-2 & l / U f Z a j d X e l l o l l a k e 

A M O U N T " U L l . t O 

" ~ 0 - . - .... 

rO-

30. f U B I M O RECORO 

size 
_2_318_ 

D E P T H SET PACKER SET 

32 . A C I O . SHOT, F R A C T U R E , C E M E N T S Q U E E Z E , E T C ^ 

D E P T H I N T E R V A L 

917'- 934' 
AMOUNT AMD K I N D M A T E R I A L USED 

Frac'd w/ 23.000 aal 70 Q foarr 
33.5001 _lEr2Q_sani A_L45,QQ0_ 
scf N2 @ 20bpm 

i 33 . P R O D U C T I O N 

D a l * t i e * ! P r o d u c t i o n r r o r l u e l l n n M * t t w t ( F i * M * t * M , g r t s H f t . p u m p i n g — S i t * n n A t \ f p u m p ) 

Dal* e l T*»l 

9-9-89 

f lown "T>»tM 

26 
Dew ToBina P t * *« . 

150 
C n s l n q r r 

180 

F l o w i n j 
Choke S i t * 

W»|l Sl^ln. (I'rnii. i" Sk'tt-i-i) 

ShutrdLa-
r » " H ' n . T o f O H — B h l . 
T r » l T r t l e x l I 

* I -o-
On* - tier 

596 
W n | » t _ P H . 

0 
Calcnlitxrl ?*- Oil - Pbl. 
Moo Hnl* I 

» I -o- 1 J35() | 
W i l . r - P M . 

0 

Vented 

n u t - i n 
I r . i n - f i t n " 

.1 0̂-— 

J.C. HARRIS 

O i l O r t v l t y - M ' l f < > " - I 

- 0 -

J J . L l * l o l A l l n e h m # n t « 

NONE 
56. I httthy ttrti/y iSrH (Ar la/onrnillmi •Aonn «» j"B^"rtf> fn'nn h 1tiiir mil mmplrtr in thr hrit nf my knnnledtr anrl hrlirf. 

FRED LOWERY \ . . . . . . OPERATIONS SUPT. 9-13-89 
l l onto , T I T L E 0 AT E 

IMP 


