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SXHIBIT “C”

PLAN OF OPERATION

ATTACHED TO AND MADE A PART OF THAT CERTAIN SECONDARY UNIT AGREEMENT
DATED JULY 12, 1991

Merrion Oil & Gas Corporation (Merrion,, as Operator of the Eagie Mesa
Secondary Unit plans to re-enter the Navajo 13-C1 weil located in the NW/4 NW/4
of Section 13, Township 19 North. Range 4 West. and plugback. sidetrack and driil
a horizontal well across the Eagie Mesa Entrada reservoir. If the Navajo 13-C1
weil is not usable, then Merrion wiil drill a new weil. Prior to immiaung said
operation, Merrion will submit the prover .A.P.D. for BLM approvai.

Merrion is planning to initiate an injection program designed to ennance
production. Merrion will submit a detailed Plan or Operation for BL) approvai
orior to commencing any type ol secondary or tertiary flood.

Also. in addition to the above. Merron snai. submit to the BLM an urdatead Flan or
Qperauon eacn year on or before January 13th.



EAGLE MESA.SECONDARY UNIT AGREEMENT
o GEDLQGICAL JUSTIFICATION
’ e BY L.D..ENDSLEY
e AUGUST 30. 1990

Merrion Qil and Gas Corporation wouid ke to form a Secondary Unit Agreement witn

rwo SEPArate participating areas. The purpose Cf this report is to provide jusuficanon for s

ropesal by describing the techniques used to generate the most accurate SITUCTUre Contour mao

and 768 P2y map possible from available data. This report will furtner demonstrate that there

;g sufficient geoiogical and engineenng data avaiiable to support the idea tnat there are wo
<eparaie producible oil accumuianons within the Eagie Mesa field outline.

1. GEOLOGY

The Eagie Mesa field produces rrom th2 jurassic Entrada sanastone. an eouan cune
ceposil: The Entrada dunes found in this part cr the San Juan Basin are the iongiudinal type
wvitn (A€ long axis. or dune crests, parailel 10 thie paieo-wina {ransport direcuon. T4e dAunes
are el@Rgated in a south-southwesteriy direcuon.

The dune is = 220" thick at its thickest and oniy — 140’ thick in the southern ope.

One of the key ingregients O successriily expionng ‘or Znmaca cunes o3 -
surfiéignt Dreserved topograpay OVer 21d 200Ve regional sand (NICKness {0 7D Ciu.  Zazie
\.{esa fieid has rougniy 90’ or structurat c:Csure [nat sausties tnis crten

1. RESERVOIR ATTRIBUTES
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by Filon Expioration in the-1970"s suggests that a2 moveabie
i Entrada reservoir yielded such low original. oii to total

A casein pomt is the-Filon Explorarion Jordan #12-1 weil in sec. 1~ TION-R4W. og

caicuiations indicaterthat-an oil column slightly greater than 10’ eusted at tus locaton. The
well was compieted-as a dry hole ana no tests were run. [t -vas i:lt that the wetl was

surficiently close to their establishea cut-off for oroducuviry as to not warrant a test.

IV. MAPPING TECHNIOUES

Exploring for Entrada dunes is anaiogous to expioring ror pinnacle reers in that thev
are discreet; isoiated features that cannot be found bv standara subsurrace geologic tecnmgues.
Conseguendy, the only feasicle and successrui exoioramon tooi is seismic cam acguisition.
The seismic data is oniv oDenenciai for :soiating sana dunes wnen the Droper acquision
zeometries and processing parameters are used. Once the dunes are idenufied the next
questons to answer are did the dunes get cnarged ana if so. what erfect has hvarodvnamics
3ad on oil distribution in the reservotr?

Current net pay mapping tecanaues uuiize the most getatlea “Jeptn” structure map tnat
can pe generateg fTom seismic Ume “aiues. :e suDsurrace damum Of he Dase oI moveabie o1l
“Tom weil control. if available. and an esumauon of the magmituge ana direcaon or ihe
avarodynamic gradient either-from weil contrci or regionai grouna ‘¥ater DOlENOOMEIIC
mapping.

7O ammve 2t the ner pav map at Sagie Mesa rieid. Srsta aemne" siuciure map naa o
Je generated. . :ismic tme values on the £ntraga 'were picked from :ne i) seismic lines tat
cover tne feature. These umes were then converteg to deoth and "'e caomn values contourec.

Timercepin Conversions Gre 0asea upon weil SCnirol data in tne rfsid &ng t2SmIC .0gs 11 na
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EXHIBIT 6

Case #10971

NMOCD Examiner Hearing

May 12, 1994
Merrion Oil & Gas

EAGLE MESA - NAV 13C-1 SHORT RADIUS HORIZONTAL WELL

Caee 33

Ecomomsc Dats __Well Type (Ol.Gas): o] Ecosomic [adicators
Working Interest 100.00% = 0.7 Years
Net Revermse Intere:  79.00% DcfROR= 105.1%
Production Tax- ¢ 8.28% IROL = 234 88
oi 8.28% EROI= 334§
Operating Cost 15,000 $imo Interest rate = 15%
Gas btu Valoe bhse! Investment = 380.0 M§
Prod Price Escalato 4.0% RfyT Project Risk Factor -
Op Cost Escalator 4.0% peryr Average Ol Price-  $16.25 /bbl regent Warth: e
P&A cost 20 M3 Average Gas Price- fmmbtu % Disc Value M$
Constant Prices: NO (yes/no} 887.6
Beg Oil Price 15.00 $obl 5% 711
Beg Gas Price $/mmbtu 10% 672.5
15% 588.3
COd Prodection Gas Frodiecion 20% 5156
1-1-94 Reserves 196600 stb 1-1-94 Reserves mcf 5% 432.4
1-1-94 Qo 208 bopd 1-1-94 Qg mcfd 30% 337.0
Qel 40 bopd Qel mcfd 5% 3480
Decline Fraction 0.300 peryr Decline Fraction 0.120 peryr 40% 304.6
Life 5.00 ycars Lie DIV} yoars 45% 265.8
50% 231.0
S ol PRODUCTION S GASPRODUCTION -~ Lo PRICE
End Avg Yearly End Avg Yearly Cun Oil Gas
Qo Prod Prod Qx Prod Prod Prod Price Pricc
Yoar bopd bopd sth mcfd mofd mof mof $/Bbi $/mmbtu
11194
1 1994 208.0 154.1 179.7 65,590 65,590 15.00
2 1995 154.1 114.2 1331 48,590 114,181 15.60
3 1996  114.2 846 98.6 35997 150,177 1622
4 1997 84.6 62.6 731 26,667 176,844 16.87
5 1998 62.6 46.4 541 19755  196.600 17.55
6 1999 46.4 344 40.1 14635 211235 18.25
7 2000 344 255 29.7 10,842 222,077 18.98
Anmual  Anmual Discounted
Reverme Revenue Annual Cum 15% Annmnal Cum
oil Gas Profit Profit Discount| Profit  Profit
Year M$ M$ M$ Ms Factor MS  Ms
171794 380.0 380.0 {380.0) {380.0) 1.00 (380.0) {380.0)
1 1994 180.0 7129 532.9 152.9 0.87 463.4 834
2 1995 187.2 549.2 3620 5149 0.76 2738 3571
3 1996 194.7 4232 228.5 7434 0.66 1502 35074
4 1997 202.5 326.0 123.6 867.0 0.57 70.6 578.0
5 1998 20 2090 2106 251.2 20.6 887.6 0.50 10.2 588.3
6 1999 2190 1935 (25.5) 8621 0.43 (110) 5773
7 2000 2218 1431 (78.7) 7835 0.38 (295) 5417




EAGLE MESA VERTICAL WELL

Ecomamic Data Well Type (01,Gas):[_0Oil | Ecomomic ledicators
Working Interest 100.00% Payow = 2.5 Years
Net Revenue Interest 79.00% DcfROR = ~4.5%
Production Tax- Ga 8.28% 1ROl = 0.03 §/%
0oi 8.28% EROI = 1.03 $f8
Operating Cost 15,000 $fmo Interest rate = 15%
Gas btu Yalue blujscf [nvestment = 400.0 MS$
Prod Price Escalator 4.0% %iyr Project Risk Factor -
Op Cost Escalator 4.0% peryr Average Oil Price-  $15.92 /bl vediks e
P&A cost 20 M$ Average Gea Price- {mmbiu K Disc | Vaiue M$
Constant Prices: NO (yesmo) {24.0)
Beg Oil Price 15.00 $/bbl 3% (41.7)
Beg Gas Price $fmmbtu 10% {68.9)
15% (88.0)
OF Production _Gas Prodaction 20% {105.2)
1-1-94 Reserves 102026 stb 1-1-94 Reserves mef 25% {120.7)
1-1-94 Qo 120 bopd 1-1-94 Qg mefd 30% {134.9)
Qel 48 bopd Qel mefd 35% (147.8)
Decline Fraction 0.300 peryr Decline Fraction 0.120 peryr 40% {159.6)
Life 4.00 years L ife
Qo Qo Prod Prod Prod Qg Qg Prod Prod Prod Price Price
Year bopd bopd bopd stb stb mcfd mcfd mcfd mcf mcf ${Bbl $fmmbtu
11194
1 1994 120.0 88.9 103.7 37,841 37.841 15.00
2 1995 88.9 65.9 768 28,033 65,874 15.60
3 1996 65.9 488 56.9 20,767 86,641 16.22
4 1997 488 36.1 422 15,385 102,026 16.87
Cum
Profit
Yecar M$ M$ M3 M$ Faotor M$ M$
Y1/94 4000 400.0 (400.0) (400.0) 1.00 (400.0)  (400.0)
1 1994 1800 411.3 2313 (168.7) 0.37 201.1 (198.9)
2 1995 187.2 3169 129.7 {(39.0) 0.76 98.1  {100.8)
3 199 194.7 244.1 494 10.4 0.66 325 {68.3)
4

1997 20 200 2025 188.1 (34.4) {24.0) 0.57 (19.7) {88.0)



