
ECONOMIC ANALYSIS 

The f o l l o w i n g economic a n a l y s i s i n d i c a t e s t h a t t he cost of 
d r i l l i n g s o l e l y f o r the Bone Spring F i r s t and Second Sandstone pay 
zones i s not commercilly v i a b l e i n the Nash U n i t . Therefore, i f 
the w e l l s i n the Nash U n i t are d r i l l e d o n l y through the Delaware 
Mountain Group, i t i s u n l i k e l y t h a t t h e deeper Bone Spring reserves 
w i l l ever be developed, p o t e n t i a l l y r e s u l t i n g i n under waste of 
resources. The deeper Pennsylvanian horizons have already been 
t e s t e d i n the west h a l f o f s e c t i o n 18-T235-R30E and t h e r e f o r e the 
Bone Spring Formation w i l l not be t e s t e d by a deep w e l l . 

The Bone Spring Sandstone r e s e r v o i r s have steep d e c l i n e s and 
r e q u i r e expensive f r a c s t i m u l a t i o n s . A t y p i c a l Bone Spring 
Sandstone w e l l w i l l i n i t i a l l y produce 150 BOPD however w i t h i n 3 
months the w e l l w i l l d e c l i n e t o 50 BOPD and w i t h i n a year, i t w i l l 
t y p i c a l l y d e c l i n e t o 30 BOPD. 

ECONOMIC PARAMETERS 

Average Bone Spring reserves: 60,000 bbls o i l 
120,000 MCFG 

Estimated Cost t o D r i l l and Complete.$628,080.00 

Average N.R.I 75% 

L i f t i n g costs $2.50/barrel 

Value o f O i l $14.00/barrel 

Value o f Gas $2.50/MCF 

Tax 8% 

ECONOMIC PROJECTIONS 

(60,000 bbl s x .75 NRI x .92 X 11.50/bbl) + (120,000 
MCF X .75 NRI X .92 X 2.50/MCF) = $683,100. 

RETURN ON INVESTMENT: 1.08 t o 1 
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