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REGION: Southwestern

PROJECT NAME: RINCON U. #287 - FT

BUDGET CATEGORY:
BUDGET PRIORITY:

UNOCAL North American Oil & Gas Division

Economic Report Summary

DISTRICT: Farmington

TAXCR

EFFE
PROP

CNTYSTATE: New Mexico

LOCATION:

CTIVE DATE: FEB g
OSED BY

-------------- IDENTIFICATION =-<-----=-==-  =-=-=---- PROFIT INDICES --------~  ------- PRESENT WORTH PROFILE -------
BTAX  ATAX
FIELD : BASIN FRUITLAND COAL PROFIT TO INV (P/1): =~---  ---- DISCOUNT BTAX ATAX
LSE/BLOCK UND I SCOUNTED -0.56  0.14 RATE (%) (M$) (M3)
FORMATION : FRUITLAND COAL DISC @ 10.0% 0,71 -0L18 seeeeee eeeiiee Ll
TOTAL DEPTH: DIsC @ 15.0% -0.76  -0.27 0.0 -164 42.
OPERATOR  : Unocal INV EFF RATIO (IER): 5.0 -191 -14.
AFE # : UND ISCOUNTED -0.56 0.17 10.0 -208 -51.
LIFE (YRS) : 30.1 DISC @ 10.0% -0.71 -0.22 15.0 220 -78.
DISC & 15.0% -0.76 -0.33 20.0 -228 -97.
Wl OR! GRI DATE 25.0 -234 -112,
100.00000 80.99870 80.99870 APR 1990 PAYOUT (YEARS) * 9.6
RATE OF RETURN (%) -1000.0 3.6 DISCOUNT DATE : APR 1990
DISCOUNT METHOD: EFFECTIVE MON
----------- COMMODITY PRICES -----=---==--=  ------- INVESTMENTS (M$) ---------  ---------- CASH FLOW (M$) -----=--=--
BEG END AVG GROSS NET NET
oIt ($/BBL) 0.00 0.00 0.00  LEASEHOLD 0. 0. TOTAL REVENUES 327.
GAS ($/MCF) 1.56 1.42 1.44  DRY HOLE 0. 0.  EXPENSES:
NGL ($/BBL) 0.00 0.00 0.00 OPEX (LOE) 107.
SULPHUR ($/TON) 0.00 0.00 0.00  DRILLING 0. 0. WORKOVER .
COMPLETION 0. 0. PLANT C.
$EQUIV BOE RATIO 6.00 6.00 6.00  PLATFORM 0. 0. SEV & ADVAL TAXES 48,
FACILITIES 0. 0. INDIRECT 18.
----------- UNIT COST PERFORMANCE ---------  PIPELINE 0. 0. OVERHEAD 25.
GROSS NET PLANT 0. 0. NET ABAND/SALV 0.
-------------- GATHERING 0. 0.
OPEX  ($/BOE) 2.28 2.82 NET INVESTMENTS 294.
OPEX  ($/BOSE) 6.65 8.21 MISC INTAN 206. 206.
F&0 ($/BOE) 6.27 7.74 MISC TAN 8s. 88. BTAX CASH FLOW -164.
F&D ($/BOSE) 18.25 22.53 INCOME TAXES PAID -206.
ATAX CF ($/BOE) 1.09 TOTAL 294. 294.  ATAX CASH FLOW 42.
ATAX CF ($/BOSE) 3.19 DISC 3 10.0% 292. 292.  ATAX DISC @ 10.0% -51,
--------------------- RESERVES & PRODUCTION -----=-------sc-s  -o--ociooiao-ooooo ASSUMPTIONS & REMARKS --------coonoon--
----- GROSS -----  =-=-=- NET =-----
REMAIN uLT REMAIN ULy
OIL (MBBLS) 0. 0. 0 0.
GAS (MMCF) 281. 281 228 228.
NGL (MBBLS) 0. 0. 0. 0.
SULPHUR (MTONS) 0. 0. 0. 0.
EQUIVALENT RESERVES:
BTU (MBOE) 47. 47. 38. 38.
VALUE (MBOSE) 16. 16. 13. 13.
INITIAL RATE:
OIL (BBLS/DAY) 0. GLOBAL FILES: 1= SUNOCAL1 2= SUNOCAL2
GAS (MCF/DAY) 177. ALTKEY: USA
DATE: 04/20/91 TIME: 09:05:53 RPT FILE: & PG # 13 PRJ FILE: P.A. EVAL # $



TiPLA, UNOCAL North American Oil & Gas Division DATE: 04/20/91

AL #: 9 Economic Report Summary TIME: 09:05:53
AS OF APR 1, 1990 PAGE: 14

e + RINCON U. #287 - FT TAXCR

Lo : BASIN FRUITLAND COAL

TY, STATE: NEW MEXICO
RMATION : FRUITLAND COAL
ZRATOR : UNOCAL

GROSS PROD NET VOLUME GROSS GAS NET GAS NET EQ PROD EFFECTIVE NET REV EFFECTIVE NET GAS NET TOTAL

QIL + COND OIL + COND PRODUCTION VOLUME (RE: BOE) 0+C PRICE OIL + COND GAS PRICE REVENUE REVENUE
---MBBLS--- --- MBBLS--- ---- MMCF--- ---- MMCF--- --- EMBBLS-- --- $/BBL-~- -~--- ME---- --- $/MCF--- ----- M$e--- oo M$----
/M0)1990 0.0 0.0 13.5 10.9 1.8 0.00 0.0 1.84 20.1 20.1
1991 0.0 0.0 25.4 20.6 3.4 0.00 0.0 1.42 29.2 29.2
1992 0.0 6.0 18.6 15.1 2.5 0.00 0.0 1.42 21.4 21.4
1993 0.0 0.0 16.4 13.3 2.2 0.00 0.0 1.42 18.8 18.8
1994 0.0 0.0 14.8 12.0 2.0 0.00 0.0 1.42 17.0 17.0
1995 0.0 0.0 13.7 1.1 1.9 0.00 0.0 1.42 15.8 15.8
1996 0.0 0.0 12.8 10.4 1.7 0.00 0.0 1.42 14.7 14.7
1997 0.0 0.0 1.9 9.7 1.6 0.00 0.0 1.42 13.7 13.7
1998 0.0 0.0 1.3 9.1 1.5 0.00 0.0 1.42 13.0 13.0
1999 0.0 0.0 10.7 8.7 1.4 0.00 0.0 1.42 12.3 12.3
2000 0.0 0.0 10.2 8.3 1.4 0.00 0.0 1.42 1.7 1.7
2001 0.0 0.0 9.7 7.8 1.3 0.00 0.0 1.42 1.1 1.1
2002 0.0 0.0 9.2 7.5 1.2 0.00 0.0 1.42 10.6 10.6
2003 0.0 0.0 8.7 7.1 1.2 0.00 0.0 1.42 10.0 10.0
2004 0.0 0.0 8.3 6.7 1.1 0.00 0.0 1.42 9.5 9.5
~UB TOTAL 0.0 0.0 195.5 158.3 26.4 0.00 0.0 1.44 228.8 228.8
. EMAINDER 0.0 0.0 85.9 69.6 11.6 0.00 0.0 1.42 98.5 98.5
T 30.1 YR 0.0 0.0 281.4 227.9 38.0 0.00 0.0 1.44 327.3 327.3
NET LOE NET NET TOTAL  NET TOTAL  NET ADMIN  NET TOTAL BTAX INCOME ATAX CUM ATAX

(FIX + VAR) WORKOVR EXP DIRECT EXP TAXES EXPENSE INVESTMENT CASHFLOW  TAXES PAID CASHFLOW CASHFLOW
----- M$---= -=---MP-co- --ceeMPoons - oME-eoe c-eeoMBo-c- oo oMEo-o- -ocoMBo--- oo oMBeno- co-oMEo--e oo ME----
M0 1990 1.5 0.0 1.5 2.5 0.6 294.0 -278.5 -66.5 -212.0 -212.0
1991 3.6 0.0 3.6 4.3 1.4 0.0 19.9 -25.8 45.6 -166.4
1992 3.6 0.0 3.6 3.1 1.4 0.0 13.2 -20.5 33.7 -132.7
1993 3.6 6.0 3.6 2.8 1.4 0.0 11.0 -17.9 28.9 -103.8
1994 3.6 0.0 3.6 2.5 1.4 0.0 9.5 -16.0 25.5 -78.3
1995 3.6 0.0 3.6 2.3 1.4 0.0 8.4 -13.6 22.0 -56.3
1996 3.6 0.0 3.6 2.2 1.4 0.0 7.5 -10.4 17.9 -38.4
1997 3.6 0.0 3.6 2.0 1.4 0.0 6.6 -8.5 15.2 -23.3
1998 3.6 0.0 3.6 1.9 1.4 0.0 6.0 -6.8 12.8 -10.5
1999 3.6 0.0 3.6 1.8 1.4 0.0 5.5 -6.5 12.0 1.6
2000 3.6 0.0 3.6 1.7 1.4 0.0 4.9 -6.3 11.3 12.8
2Q01 3.6 0.0 3.6 1.6 1.4 0.0 4.4 -6.1 10.5 23.3
2002 3.6 0.0 3.6 1.5 1.4 0.0 4.0 -5.9 9.8 33.2
2003 3.6 0.0 3.6 1.5 1.4 0.0 3.5 1.3 2.2 35.4
2004 3.6 0.0 3.6 1.4 1.4 0.0 3. 1.2 1.9 37.3
<UB TOTAL 51.9 0.0 51.9 33.1 20.7 294.0 ~170.9 -208.2 37.3 37.3
2EMATNDER 55.2 0.0 55.2 14.5 22.0 0.0 6.9 2.6 4.3 41,6
.T 30.1 YR 107.1 0.0 107.1 47.6 42.6 294.0 ~164.0 -205.6 41.6 61,5



DATE: 04/20/91

UNOCAL North American Oil & Gas Division
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RINCON U. #287 - FT TAXCR
: BASIN FRUITLAND COAL

TY, STATE: NEW MEXICO

‘E
LD

: FRUITLAND COAL

: UNOCAL

RMATION
ERATOR

NET TRANS  NET ABAND

+TREAT+COMP & SALVAGE

NET PLANT

NET
SULPHUR

NET NGL
SeeM$---- meceaM$ee-- s-eese-ceee <o -MBBLS--- ~--$/BBL--- -<---M$---- ~-M-TONS--- -----M$e--s ce-eiMFo-on <o oM~

EFFECTIVE
NGL PRICE REVENUE

NET NGL

NUMBER

OPER EXP GROSS WELLS

GROSS TOTAL TOTAL GROSS

OPER EXP

VOLUME
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NET NET NET NET
DRILLING COMPLETION FACILITIES  PLATFORM

DRY HOLE

NET
LEASEHOLD

5.2
12.4

0.0 0.0 0.0 0.0 0.0 0.0 12.6 0.0
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FiP.A. UNOCAL North American Oil & Gas Division DATE: 04/20/91%

VAL #¥: 9 Economic Report Summary TIME: 09:05:55
AS OF APR 1, 1990 PAGE : 16

“ME : RINCON U. #287 - FT TAXCR

(ELD : BASIN FRUITLAND COAL

.TY, STATE: NEW MEXICO
JRMATION : FRUITLAND COAL

ERATOR  : UNOCAL

TEMP TEMP TEMP TEMP NET CREDITS
#1 #2 #5 #6 INPUT

................................................. M$.---
7M0) 1990 15924 .1 10.8 0.840 0.000 10.8
1991 30017.7 20.4 0.840 6.000 20.4
1992 21990.5 15.0 0.840 0.060 15.0
1993 19389.1 13.2 0.840 0.000 13.2
1994 17519.6 1.9 0.840 0.000 11.9
1995 16224.7 11.0 0.840 0.000 11.0
1996 15089.0 10.3 0.840 0.000 10.3
1997 14069.3 9.6 0.840 0.000 9.6
1998 13329.7 9.1 0.840 0.000 9.1
1999 12663.2 8.6 0.840 0.000 8.6
2000 12030.0 8.2 0.840 0.000 8.2
2001 11428.5 7.8 0.840 0.000 7.8
2002 10857.1 7.4 0.840 0.000 7.4
2003 10314.2 0.0 0.000 0.000 0.0
2004 9798.5 0.0 0.000 0.000 0.0
SUB TOTAL 230645.3 143.2 0.840 0.000 143.2
TEMAINDER 101382.3 6.0 0.000 0.000 0.0
2T 30.1 YR 332027.5 163.2 0.840 0.000 143.2
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Umtéd States Department of the Interior ﬁa_# .-

2;% ﬁ?‘ E} ﬁfa{EAlJ(H:lJ\N[)hdAPLAGEAdENT‘ .============
o FARMINGTON RESOURCE AREA E B
1235 LA PLATA HIGHWAY - -
FARMINGTON, NEW MEXICO 87401 IN REPLY REFER TO:

Rincen Initial Callup (PA)
3180 {019)

(%)
U

Unecai
350 ¥. Butlier, Suite 200
Paraington, & BT7a04

Geatliemen:

Wo have compietsd a Cuelegic aud Engineering review of your applicaiisn for
tho Initial Guilup Participating Aven for the Rincon Unlit, Your applicaticos
18 based upon the completisn of well Wo. 164 BW/43W/4 section 2, 2. 26 K.,

Re 7 ¥., inte the Gallup formntion. Dused upcn our review the Initial Gallup
Pi for the Rincon Urit is hereby approved, effective September 22, 1680. Ve
&re enclosing a ecpy of the approved Scheduls B.

if you have any guesiions comosrning tuis matier, please call Dusne Spencer at
(505) 327-3%44.

Zincerely;

Kol

e

/S[ i;\""la:' Y
Jasn L. Ealler
o Chief, Brauck o7 Xinpsrals
/«O
{ Enclasure

eet
filnersls Hanagsment Service w/encl.
Sow Nexieo 01l Cosssrvation Division w/9o eacl.
Commingioner of Public lands w/enel.



UNOCALD® o

February 1,

Farmington District

U.S. Dept. of the Interior
Branch of Land Management
Branch of Fluid Minerals
Farmington Resource Area
1235 La Plata Highway
Farmington, NM 87401

Commissioner of Public Lands
State of New Mexico

P.O. Box 1148

Santa Fe, NM 87504-1148

0il Conservation Division
State of New Mexico

P.O. Box 2088

Santa Fe, NM 87504-2088

RE:

Gentlemen:

;
Unocal Oil & Gas Division
Unocal Corporation

3300 North Butler Avenue
Suite 200

Farmington, New Mexico 87401 77y - 14N DIVISION
Telephone (505) 326-7600 ~ et
Fax: (505) 326-6145 te

ECTREN Bl

1991

1990 REVIEW OF OPERATIONS
1991 PLAN OF DEVELOPMENT
Rincon Unit

Rio Arriba County, NM

Union 0il of California (Unocal) is the operator of the Rincon
Unit in Rio Arriba County, New Mexico.

1990 REVIEW OF OPERATIONS

During 1990 a total of 37 wells were drilled and completed w1th1n
the unit. These include the following:

Well Name/Number Formation

Location

kdhhkhkhhdkhhkkhkkhhhkkkhhkhkhkhhkhkkkhkhkhkhhkhkhhkhkhkkhkkhkhkhkkkhkkhkhkkkkkkixx

Rincon #246 Basin Fruitland Coal
Rincon #251 Basin Fruitland Coal
Rincon #252 Basin Fruitland Coal
Rincon #253 Basin Fruitland Coal

NE/4 S23,T27N,RO6W
SW/4 S28,T27N,RO6W
NE/4 S18,T27N,RO6W
SW/4 S17,T27N,RO6W



Well Name/Number Formation Location
hkkkkkhkhkhhhkrkhhhkhhhkhhkhkhkkkkkhhkkkhkhrhrhhkkkhhhhkhhhrdk

Rincon #254 Basin Fruitland Coal NE/4 S20,T27N,RO6W
Rincon #255 Basin Fruitland Coal SW/4 S20,T27N,RO6W
Rincon #256 Basin Fruitland Coal SW/4 S16,T27N,RO6W
Rincon #257 Basin Fruitland Coal NE/4 S16,T27N,RO06W
Rincon #258 Basin Fruitland Coal NE/4 S17,T27N,RO6W
Rincon #259 Basin Fruitland Coal NE/4 S29,T27N,RO6W
Rincon #260 Basin Fruitland Coal NE/4 S32,T27N,RO6W
Rincon #261 Basin Fruitland Coal SW/4 S29,T27N,RO06W
Rincon #263 Basin Fruitland Coal NE/4 S19,T27N,RO6W
Rincon #264 Basin Fruitland Coal SW/4 S19,T27N,RO6W
Rincon #265 Basin Fruitland Coal NE/4 S30,T27N,RO06W
Rincon #269 Basin Fruitland Coal SW/4 S12,T26N,RO07W
Rincon #270 Basin Fruitland Coal NE/4 S12,T26N,RO07W
Rincon #271 Basin Fruitland Coal SW/4 S01,T26N,RO7W
Rincon #272 Basin Fruitland Coal NE/4 S01,T26N,RO7W
Rincon #273 Basin Fruitland Coal SW/4 S36,T27N,R07W
Rincon #274 Basin Fruitland Coal NE/4 S36,T27N,RO07W
Rincon #276 Basin Fruitland Coal NE/4 S13,T27N,R07W
Rincon #277 Basin Fruitland Coal SW/4 S13,T27N,RO07W
Rincon #278 Basin Fruitland Coal NE/4 S14,T27N,RO07W
Rincon #279 Basin Fruitland Coal SW/4 S14,T27N,RO7W
Rincon #280 Basin Fruitland Coal NE/4 S15,T27N,R07W
Rincon #281 Basin Fruitland Coal NE/4 S23,T27N,RO7W
Rincon #286 Basin Fruitland Coal SW/4 S26,T27N,RO7W
Rincon #287 Basin Fruitland Coal SW/4 S27,T27N,RO07W
Rincon #290 Basin Fruitland Coal SW/4 S33,T27N,RO7W
Rincon #291 Basin Fruitland Coal NE/4 S34,T27N,R07W
Rincon #292 Basin Fruitland Coal SW/4 S35,T27N,RO7W
Rincon #293 Basin Fruitland Coal NE/4 S35,T27N,RO7W
Rincon #294 Basin Fruitland Coal NE/4 S02,T26N,RO07W
Rincon #295 Basin Fruitland Coal NE/4 S11,T26N,RO7W
Rincon #300 Basin Fruitland Coal NE/4 S06,T26N,R06W
Rincon #301 Basin Fruitland Coal SW/4 S25,T27N,RO07W

Additionally, three wells were plugged back to the Basin
Fruitland coal. These include:

Well Name/Number Previous Completion Location
hkkdkdkhkkkhhhkdkhkhkdkkhhhhhhhhkkkhhhkhkhhhhhhhhkhkhhhhkhhdhkhhdhhrx

Rincon #19 PC Pictured Cliffs 30E,T27N,R06W
Rincon #35 PC Pictured Cliffs 34K, T27N,RO07W
Rincon #117 PC Pictured Cliffs 21I,T27N,RO6W

Attached production curves reflect the past years production by
formation.

1991 PIAN OF DEVELOPMENT
Proposed for the 1991 calendar year is the drilling and

completion of five (5) infill development gas wells. These wells
and their proposed locations are presented on the following page.



Well Name/Number Formation Location
kdkkhkkhkdkkhkkhkhkkkhkkkkhkhkhkhkhkkhkkhkhkhkdhhkdkkhhkkhkdkkkkhkhhkkkkkdkkk

Rincon 158M Dual Mesa Verde/Dakota SE/4,T27N,RO6W
Rincon 167M Dual Mesa Verde/Dakota NW/4,T27N,RO7W
Rircon 175M Dual Mesa Verde/Dakota NW/4,T27N,RO6W
Rircon 180M Dual Mesa Verde/Dakota NW/4,T27N,RO6W
Rircon 192M Dual Gallup/Dakota NW/4,T26N,RO7W

The following wells will be dualled with an existing completion
or recompleted to a different formation:

Proposed

Well Name/Number Formation Operation Location
Jekddkhkhkddkhkhkhhhdhhhhkhkhhhhhhhkhhkhhkhddhdkhkkkkhkkhhkdhhkkkhddkkkkx

Rir.con 57 Gallup Dual w/ DK 1A,T26N,R7W
Riricon 158 Gallup Plug-Back 22L,T27N,R6W
Riricon 254 Pict Cliffs Deepening 20H,T27N,R6W

A number of wells were scheduled for plugging and abandonment,
however, rig availability and weather conditions precluded the
work being done in 1990. As such these wells will be plugged and
abzndoned this year. These wells include the following:

Well Name/Number Formation Location
khkrekhkhkhkdhkhkkhkkhhkhkkhkkhkhkhkhkhhkkkhkhkhkhhhhkkhkkkhkhkkkhkhkhkhkkhkhkkkkkkkkkk

Rincon 8 Mesa Verde 20K, T27N,R06W
Rincon 28 Pictured Cliffs 29B,T27N,RO06W
Rincon 36 Pictured Cliffs 14N,T27N,RO7W
Rincon 89 Pictured Cliffs 13P,T27N,RO7W
Rincon 112 Pictured Cliffs 200,T27N,RO06W
Rincon 191 Chacra 11E,T26N,RO07W
Rincon 238 Chacra 22A,T27N,RO7W

Unocal believes that all unit drilling obligations have been met,
however, additional wells to prevent drainage or to meet any
other regulatory or legal requirement will be assessed and
dr:.1lled as the need arises. This plan has been sent to each
Rincon Unit working interest owner. All work listed herein is
subject to partner and management approval.

Yours very truly,

Union 0Oil Company of California
dba UNOCAL

/e

William Hering
District Petroleum Engineer
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RINCON UNIT PRODUGCTION WELLS

Pictured Cliffs Plugged and Abandoned 3
Pictured Cliffs in P.A. 100
Pictured Cliffs/Chacra Dual in P.A. 1
Pictured Cliffs/Mesa Verde Duals in P.A. 9
Mesa Verde in P.A. 28
Mesa Verde Non-P.A. 2
Mesa Verde/Chacra Duals in P.A. 4
Mesa Verde/Dakota Duals in P.A. 6
Mesa Verde Non-P.A./Dakota P.A. Duals 5
Dakota in P.A. 47
Dakota Non-P.A. 1
Gallup Non-P.A./Dakota P.A. Duals - 1

(awaiting approval for P.A.)
Chacra in P.A. 8
Fruitland Coal 45

(awaiting approval for P.A.)
Total 260

Total Less Plugged and Abandoned 257
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Unocat Qil & Gas Division
Unocal Corporation
> 3300 North Butler Avenue
C Suite 200
Farmington, New Mexico 87401
Telephone (505) 326-7600

Fax: (505) 326-6145

UNOCAL® o

December 14, 1990

| - Z—'C({

Paul T. West
District Production Manager
Farmington District —

Bureau of Land Management ~ Minerals Division
Attn: Gail Keller

1235 La Plata Hwy (//U/T’Le #"/

Farmington, New Mexico 87401
~7

Re: Application for the 3rd
Expansion to the Blanco South
Tocito Participating Area -
Gallup Formation - Rincon Unit,
Rio Arriba County, New Mexico
Gentlemen:

Enclosed please find two copies of the Application for Approval
for tre 3rd expansion to the Blanco South Tocito Participating Area in
the Rincon Unit, Rio Arriba County, New Mexico. This application was
origirally submitted as a request for a new Largo Gallup participating
area, but discussion with your agency revealed the Gallup formation
was already covered in the Blanco South Tocito participating area
located in all of Section 6, T26N, R6W. Enclosed also are geologic and
engineering data in support of this application.

Union 0il Company of California, as operator of the Rincon Unit,
respectfully requests your approval of this application.

Very Truly Yours,

Union 0il Company of California
dba UNOCAL

T < : ™~
I N T ——

xc: Commissioner of Public Lands
P.O. Box 1148
Santa Fe, New Mexico 87504-1148

0.1 Conservation Division

New Mexico Department of Energy & Minerals
P.O. Box 2088

Santa Fe, New Mexico 87504-2088



APPLICATION FOR APPROVAL FOR THE 3RD EXPANSION TO THE BLANCO SOUTH
TOCITO PARTICIPATING AREA - RINCON UNIT - RIO ARRIBA COUNTY, NEW
MEXICO

Gail Keller

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Unior. 0il Company of California, as unit operator of the Rincon Unit,

respectfully submits for your approval the following described lands

to constitute the 3rd expansion to the Blanco South Tocito

participating area for the Gallup producing formation, to wit:
TOWNSHIP 26 NORTH, RANGE 7 WEST, N.M.P.M.

Section 1: All
Section 2: All

TOWNSHIP 26 NORTH, RANGE 6 WEST, N.M.P.M.
Section 6: All
Containing 1925.08 acres, more or less

In support of this application, and in addition to the geologic and
engineering reports, the following are attached:

1) Structure Top - Gallup SS

2) Gallup SS Gross Isopach

3) Stratigraphic Cross-Section

4) Land Map - Rincon Unit

5) Rincon Unit #164 Gallup Production Decline Curve

6) Rincon Unit #164 Gallup Economics

7) Schedule of Lands and Working Interest Ownership in the Initial
Gallup Participating Area (Participation Allocation Formula)

8) Applicant's Statement and Affidavit

This proposed application is predicated on the past production history
from the Rincon Unit #164 well completed in the Gallup Formation
September 22, 1980 in the NW/4 of the SW/4, T26N-R7W.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the 3rd expansion to the Blanco South
Tocito participating area, to be effective September 22, 1980.

Dated this 14th day of December, 1990.

N e N B
Paul West
District Production Manager
Union 0il Company of California
dba UNOCAL




Well Summary
Well Name: Rincon Unit #164 Location: 1840'FSL, 1090'FWL,
Sec 2, T26N, R7W

Elevation: 6521' GL Total Depth: 7406'
Lease Number: NM-E-291-35
Pool/Formation: Basin Dakota Spud Date: 8-9-69

Completion Date: 9-25-69 1lst Delivery: 10-30-69

Perf'd Interval: 7050 - 7254
Pool/Formation: Largo Gallup Spud Date: 8-31-80

Completion Date: 9-22-80 1lst Delivery: 12-09-80

Perf'd Interval: 6211 - 6562
Commingling Order: NMOCD #R-6375

Dakota: 31% Gas 13% Condensate

3allup: 69% Gas 87% Condensate
Geologic Summary
The Gallup was deposited as a series of sand bars on a continental
shelf environment. The South Blanco Tocito (0il) and Largo Gallup
(gas) fields produce from a single, continuous sand bar running east
to west across the area. The bar is composed of two sandstone
sequences and an intervening shaley section. Total gross sand
thickness reaches a maximum of 46'. This sand bar acts as a single
reservoir with the Largo Gallup Field being the gas cap. The original
gas/oil contact ran roughly NW to SE through Section 6, T26N-RéW, and
the extreme southern portion of Section 36, T27N-R7W.
Stratigraphic Cross Section A-A' shows the two-lobed nature of the
sand bar, as well as the abrupt pinchout of the sand in a north-south
direction. However, continuity of the sand is quite good in an east-
west direction.
Formation Tops:

Pictured Cliffs 2745" (+3787")
Mesaverde:

Cliff House 4413 (+2119")

Point Lookout 5048" (+1484")
3allup 6542 (- 10')
3reenhorn 6935 (- 403")
3raneros 6996 (- 464"')
Dakota 7100°" (- 568")

Engineering Summary
The Rincon Unit #164 was drilled and completed originally as a Basin

Dakota gas producer by El Paso Natural Gas Company in 1969. The
decline in Dakota production and the recognition of prolific Gallup
formation, Tocito member gas production from offset non-unit wells led
to the testing and completion of the Tocito in this well by EPNG in
1980. After setting a bridge plug above the Dakota, the Tocito was
perforated from 6211 to 6562 with 16 shots and fracture stimulated
with 164,600%# 20/40 sand, 39,050# 10/20 sand, and 121,000 gallons
water. No after-frac gas gauge was obtained since the well initially
produced large amounts of condensate. Down-hole commingling of the
Dakota and Tocito (Gallup) was approved by the NMOCD in 1980 and
production was split using the state-set allocation formula given in
the well summary section. As shown on the attached decline curve,
production gradually increased. This may have been due to line
pressure decrease and also to formation clean-up. The current



deliverability for both the Dakota and Tocito (Gallup) is 343 and 763
MCFD, respectively. Volumetrics calculated on the below-listed
parameters yields a recoverable gas volume of 2.3 Bcf. This volume
compares favorably with decline curve reserves of 2.2 Bcf.
Net Pay: 28 ft
Drainage area: 260 acres
Average porosity: 14%
Average water saturation: 45%
Initial gas formation volume factor: 0.010 cu ft/SCF
Abandonment gas formation volume factor: 0.190 cu ft/SCF
Economics
Gallup Completion Cost: $75,040
Royalty Burden: 12.50%
Gas Price: $0.85/mcf escalated to current of $1.30/mcf
Condensate Price: Maximum - $36/bbl, Minimum - $13/bbl,
Current - $15/bbl

Operating Cost: $150/month
Production Rate: Maximum - 750 mcfd, Minimum - 90 mcfd,

Current - 480 mcfd
Economics based on the above are attached. Given the $75,040 cost to
complete the Gallup zone the workover paid out in 2.0 years. The total
expenses shown on the attachment include overhead as well as direct
and indirect charges. Compared with gross annual revenue (GAR) the
Gallup has and continues to produce in economic quantities above
operating costs.



LEASE—E-201-35

WELL-—RINCON UNIT #1684 GL

FIELD—-LARGO
FORMATION—GALLUP GAS
RIO ARRIBA COUNTY, NEW MEXICO

INTEREST—WI 83.33333% NI 72.91687%

OPERATOR——-UNOCAL
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