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EXHIBIT "B"

HUERFANO UNIT
SAN JUAN COUNTY, NEW MEXICO

GEOLOGIC REPORT
GALLUP PRODUCING INTERVAL

PROPOSED EIGHTEENTH EXPANSION
OF THE GALLUP PARTICIPATING AREA

INTRODUCTION

The Huerfano Unit, located in the southwestern portion of the San
Juan Basin, is comprised of 63,120.76 acres in Townships 25, 26 and 27
North, Ranges 9, 10 and 11 West, San Juan County, New Mexico.

Hydrocarbons are produced in this unit from three horizons of upper
Cretaceous age. In descending order these are: (1) Pictured Cliffs
sandstone (2) Gallup member of the Mancos, and (3) Dakota Producing In-
terval.

The Gallup member of the Mancos within the Huerfano Unit of San Juan
County, New Mexico is of Upper Cretaceous Age and is described as being
a series of interbedded gray, medium to fine grained, calcareous, shaly
sandstones and dark gray to black shales. Electric log correlations show
a distinct lensing effect within the Gallup member which results in rela-
tively clean sands in one well being equivalent to very shaly sands in an
offset well. Many of the wells in the Huerfano Unit have a certain amount
of fracturing in the Gallup which helps to increase the productivity, es-
pecially in the shaly sand sections.

Included with this report as Exhibit "C," is a structure map contoured
on top of the Gallup member of the Mancos formation. This map shows the
gentle regional dip to the northeast and the general lack of any structural
developments which could be utilized in predicting productive trends. A
majority of the sands (including the Gallup in this area) deposited by the
Upper Cretaceous seas within the San Juan Basin have a prevalent northwest-
southeast trend.

Also included with this report as Exhibit "D," Table No. 1 is a tabu-
lation of the Huerfano Unit Gallup gas production. This tabulation shows
by well the absolute open flow potential, date of first delivery into the
gathering system, cumulative gas production to January 1, 1974, production
by months for 1974 from January through October, 1974 annual production to
November 1, 1974 and cumulative gas production to November 1, 1974. Wells
within the Gallup Participating Area have produced a cumulative total of
47,027,674 Mcf as of November 1, 1974,



Exhibit "D," Table No. 2 is a tabulation of the Huerfano Unit Gallup
0il production. This tabulation shows by well cum oil production to
January 1, 1974, production by months for 1974 from January through
October 1974, annual production to November 1, 1974 and cum oil production
to November 1, 1974. Wells within the Gallup Participating Area have
produced a cumulative total of 653,248 barrels of o0il as of November 1,
1974.

PROPOSED EIGHTEENTH EXPANSION
OF THE GALLUP PARTICIPATING AREA

Effective Date: November 1, 1974

The proposed Eighteenth Expansion of the Gallup Participating Area
is based upon the completion of the Huerfano Unit No. 256 well by El Paso
Natural Gas Company, the Unit operator. This well is located 1180 feet
from the south line and 1550 feet from the east line in Section 31, T-27-N,
R-9-W, San Juan County, New Mexico.

On October 30, 1974 the Huerfano Unit No. 256 well was tested for three
hours through a 2.750 inch orifice and four inch meter run on 2.375 inch
tubing with the following test results:

Shut-in 7 Days
SIPC 912 psia
SIPT 463 psia
FPT 31 psia
WPC 38 psia
IPF 295 Mcf/D
AOF 296 Mcf/D

Proposed Expanded Acreage

Township 27 North, Range 9 West

Section 31: East half

Huerfano Unit No. 256 well was perforated throughout the Gallup
section from 5856 feet to 6124 feet. Upon being put on production, the
monthly average production of gas and condensate have been as follows:
December 1974, 160 Mcf/D and 1119 barrels; January 1975, 0 Mcf/D and
1386 barrels; February 1975, 58 Mcf/D and 656 barrels; March 1975,

87 Mcf/D and 17 barrels; April 1975, 208 Mcf/D and 1093 barrels; May
1975, 147 Mcf/D and 915 barrels.

This proposed acreage is inferred to be capable of producing unitized
substances in commercial quantities from the Gallup member of the Mancos
formation.
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