APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 27 NORTH, RANGE 6 WEST, N.M.P.M.
Section 20:
Containing 640 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #255 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #255 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on nine months of actual production
history from the Rincon Unit #255 well which first delivered on
September 21, 1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, (;?é;/tA/“—b1

Blll Hering
District Petroleu Engineer
Union 0il Company of California




Well Summary

Well Name: Rincon Unit #255

Location: 1185’FSL, 1840’FWL, Sec 20, T27N, R6W
Elevation: 6477’ GL

Total Depth: 3058’

Lease Number: SF-079366

Pool/Formation: Basin Fruitland Coal Gas

Spud Date: 4-30-90

Completion Date: 5-18-90

1st Delivery Date: 9-21-90

Perf’d Interval: 2963-2965, 2977-2995, 2999-3011

Geologic Summary
The Fruitland Formation was deposited in a coastal plain environment

landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary
The Rincon Unit #255 was drilled and completed by Union 0il Company of

California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 227 feet and cemented with 300 sacks
to surface. Production casing measuring 4-1/2" was then set at 3058
feet and cemented in two stages to surface with 745 sacks cement.
After drilling out to PBTD of 3056’ the lower coal zone was perforated
from 2963/-3011’ with 4 shots per foot and fracture stimulated with
260,000# 20/40 sand, 1.1 MMSCF N2 and 27,000 gallons cross-linked gel
water. The recorded initial potential and 24 hour shut-in pressure
were 223 MCFD and 423 psi, respectively. The well was first delivered
to the E1l Paso Natural Gas pipeline system on September 21, 1990. The
current deliverability for the well against a 150# line pressure is 70
MCFD.

vVolumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.53 Bcf.



Net Pay: 52 ft

Drainage area: 160 acres

Gas Content: 186 SCF/ton

Tonnage Factor: 2037 tons/acre-feet (from density log)
Recovery Factor: 17%

Economics |

Completion Cost: $272,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 244 MCFD, Current - 58 MCFD,
No associated water production

Econonmics based on the above are attached. Given the investment cost
to complete this well payout should occur in 8.2 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day persocnally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon ocath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in Section 20, T27N-RéW,
comprising 640 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

authority, on this day of

SUBSCRIBED AND SWORN TO befonﬁ e, thiﬁﬁrnde signed
Ll Qa i Gt
\\

-~y

Nota Public in and for
San Juan County, New Mexico

My Commission Expires:
\%gqa

SCLT
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UNOCAL North American Oil & Gas Division
Economic Report Summary
CNTYSTATE: New Mexico

REGION: Southwestern DISTRICT: Farmington

PROJECT NAME: RINCON U. #255 - FT TAXCR LOCATION:
EFFECTIVE DATE:

PROPOSED BY

BUDGET CATEGORY: FEB 0

BUDGET PRIORITY:

-------------- IDENTIFICATION --==<--<---==  --------- PROFIT INDICES ---------  ------- PRESENT WORTH PROFILE -------
BTAX  ATAX
FIELD : BASIN FRUITLAND COAL PROFIT TO INV (P/1): ----  ---- DISCOUNT BTAX ATAX
LSE/BLOCK UNDISCOUNTED -0.47  0.25 RATE (%) (M$) (M$)
FORMATION : FRUITLAND COAL DISC @ 10.0% -0.67  -0.13  c--eeees eeeeoeeoiin
TOTAL DEPTH: DISC @ 15.0% -0.72  -0.23 0.0 -118. 62.
OPERATOR  : Unocal INV EFF RATIO (IER): 5.0 14 6
AFE # UNDISCOUNTED -0.47 0.30 10.0 -168. -32.
LIFE (YRS) : 29.9 DISC @ 10.0% -0.67 -0.15 15.0 -180. -58.
DISC @ 15.0% -0.72  -0.28 20.0 -188. -76.
Wl ORI GRI DATE 25.0 -194. -91.
100.00000 80.99870 80.99870 APR 1990 PAYOUT (YEARS) * 8.2
RATE OF RETURN (%) -1000.0 5.7 DISCOUNT DATE : APR 1990
DISCOUNT METHOD: EFFECTIVE MON
----------- COMMODITY PRICES -----=-===---=  -<----- INVESTMENTS (M$) --------=  -=---<---- CASH FLOW (M$) -----------
BEG END AVG GROSS NET NET
oIL ($/8BL) 0.00 0.00 0.00  LEASEHOLD 0 0.  TOTAL REVENUES 318.
GAS ($/MCF) 2.12 1.42 1.46  DRY HOLE 0 0.  EXPENSES:
NGL ($/8BL) 0.00 0.00 0.00 OPEX (LOE) 106.
SULPHUR ($/TON) 0.00 0.00 0.00  DRILLING 0. 0. WORKOVER 0.
COMPLETION 0. 0. PLANT 0.
$EQUIV BOE RATIO 6.00 6.00 6.00  PLATFORM 0. 0. SEV & ADVAL TAXES 46.
FACILITIES 0. 0. INDIRECT 9.
----------- UNIT COST PERFORMANCE ---------  PIPELINE 0. 0. OVERHEAD 23.
GROSS NET PLANT 0. 0. NET ABAND/SALV 0.
-------------- GATHERING 0. 0.
OPEX  ($/BOE) 2.36 2.91 NET INVESTMENTS 252.
OPEX  ($/BOSE) 6.18 7.63 MISC INTAN 164. 164.
F&D ($/BOE) 5.60 6.91 MISC TAN 88. 88.  BTAX CASH FLOW -118.
F&D ($/BOSE) 14.66 18.09 INCOME TAXES PAID -180.
ATAX CF ($/BOE) 1.71 TOTAL 252. 252.  ATAX CASH FLOW 62.
ATAX CF ($/BOSE) 4.48 DISC @ 10.0% 250. 250.  ATAX DISC @ 10.0% -32.
--------------------- RESERVES & PRODUCTION == -----------=-c =ce-cooooocvoocoes ASSUMPTIONS & REMARKS -=--=-s-=s-cmnne-
----- GROSS =----  --=---- NET ------
REMAIN uLT REMAIN uLT
OIL (MBBLS) 0. 0. 0 0.
GAS (MMCF) 270. 270. 219 219.
NGL (M8BLS) 0. 0. 0 0.
SULPHUR (MTONS) 0. 0. 0 0.
EQUIVALENT RESERVES:
BTU (MBOE) 45. 45. 36. 36.
VALUE (MBOSE) 17. 17. 14. 16.
INITIAL RATE:
0L (BBLS/DAY) 0. GLOBAL FILES: 1= SUNOCAL1 2= BUNOCAL2
GAS (MCF/DAY) 74. ALTKEY: USA
DATE: 06/21/91 TIME: 09:35:16 RPT FILE: 4 PG # 1 PRJ FILE: P.A. EVAL # 21



GLOBAL FILE: SUNOCAL1

EVALUATION #21 IN PROJECT FILE "P.A. "o06/21/91 09:34:41
10 IDENT w30 25 u091205

20 DATES APR 1990 APR 1990 SEP 1990

30 NAME "RINCON U. #255 - FT TAXCR "

40 FIELD "BASIN FRUITLAND COAL "

50 CNTYSTATE "NEW MEXICO "

60 FORMATION "FRUITLAND COAL "

70 OPERATOR "UNOCAL "

830 ECONOMICS ELIM
90 OWNERSHIP 1. 0.809987

120 COMMENT "PROD DECLINE BASED ON AVG WELL CASE !
130 COMMENT "FIRST 9 MONTHS = ACTUAL PROD. N !
140 GPROD p MON 2.22 3.86 2.628 2.874 2.322 1.675 1.871 1.685 1.796
160 GPROD * EXP * * * 28, 5.

170 GPROD * EXP * * * 10. 25.

180 GPROD * EXP * * * 7, 36.

190 GPROD * EXP * * * 5,

210 TAN [ MON 88000. G. O.

220 INTAN [ MON 164000. O.

230 COMMENT "FIRST @ MONTHS = ACTUAL GAS PRICES "
240 PRGAS P MON 1.8 1.41 1.89 2.09 2.1 1.6 1.34 1.05 1.05

260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT p CON 300.

320 AVALPS * CON 3.5

**% START OF INSERT FILE C-TAX

10 COMMENT "ASSUMES CONSTANT $.84 TAX CREDIT "
20 COMMENT "T0 2003 "
30 TEMPY * CON 0.

40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP?

60 FACTOR 1.18 TeMP1

70 TEMPS JAN 1990 CON 0.84

80 TEMPS JAN 2003 CON O.

90 CADD TEMP2  TEMPY

10C CFACTOR TEMPS  TEMP2

11C FACTOR 0.809987 TEMP2

12C CADD TAXCR  TEMP2

13C FACTOR 0.001 TEMP2

**% END OF INSERT FILE

GLOBAL FILE: SUNOCALZ



PFiP.A. UNOCAL North American Oil & Gas Division DATE: 06/21/91

VAL #: 21 Economic Report Summary TIME: 09:35:16
AS OF APR 1, 1990 PAGE: 2

NAME : RINCON U. #255 - FT TAXCR

“1ZLD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL
JPERATOR : UNCCAL

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

OIL + COND OIL + COND PRODUCTION ~ VOLUME  (RE: BOE)  O+C PRICE OIL + COND GAS PRICE  REVENUE REVENUE
---MBBLS- - --- MBBLS- -~ ----MMCF--- ---- MMCF--- --- EMBBLS-- --- $/BBL--- ----- M---- --- $/MCF--- ----- L e M$----
( MD)1990 0.0 0.0 1.6 9.4 1.6 0.00 0.0 2.08 19.5 19.5
1991 8.0 0.0 20.8 16.9 2.8 0.00 0.0 1.56 26.3 26.3
1992 0.0 0.0 17.5 14.2 2.4 0.00 0.0 1.42 20.1 20.1
1993 0.0 0.0 15.8 12.8 2.1 0.00 0.0 1.42 18.1 18.1
1994 0.0 0.0 14.5 11.7 2.0 0.00 0.0 1.42 16.6 16.6
1995 0.0 0.0 13.5 10.9 1.8 0.00 0.0 1.62 15.4 15.4
1996 0.0 0.0 12.5 10.1 1.7 0.00 0.0 1.42 14.4 14.4
1997 0.0 0.0 11.8 9.5 1.6 0.00 0.0 1.42 13.5 13.5
1998 0.0 0.0 11.2 9.1 1.5 0.00 0.0 1.42 12.8 12.8
1999 0.0 0.0 10.6 8.6 1.4 0.00 0.0 1.42 12.2 12.2
2000 0.0 0.0 10.1 8.2 1.4 0.00 0.0 1.42 1.6 1.6
2001 0.0 0.0 9.6 7.8 1.3 0.00 0.0 1.42 11.0 11.0
2002 0.0 0.0 9.1 7.4 1.2 0.00 0.0 1.42 10.5 10.5
2003 0.0 0.0 8.7 7.0 1.2 0.00 0.0 1.42 9.9 9.9
2004 0.0 0.0 8.2 6.7 1.1 0.00 0.0 1.42 9.4 9.4
SUB TOTAL 0.0 0.0 185.5 150.2 25.0 0.00 0.0 1.47 221.4 221.4
REMAINDER 0.0 0.0 84.5 68.5 1.4 0.00 0.0 1.42 96.9 96.9
10" 29.9 YR 0.0 0.0 270.0 218.7 36.4 0.00 0.0 1.46 318.3 318.3
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
----- R . A T S I T L T S L L T T T ' TP
( 9M0)1990 1.2 0.0 1.2 2.3 0.4 252.0 -236.3 -53.0 -183.3 -183.3
1991 3.6 0.0 3.6 3.6 1.1 0.0 18.0 -21.8 39.8 -143.5
1992 3.6 0.0 3.6 2.9 1.1 0.0 12.5 -18.9 31.4 -112.1
1993 3.6 0.0 3.6 2.7 1.1 0.0 10.8 -16.5 27.3 -84.9
1994 3.6 0.0 3.6 2.4 1.1 0.0 9.5 -14.7 24.2 -60.6
1995 3.6 0.0 3.6 2.3 1.1 0.0 8.5 =13 21.5 -39.1
1996 3.6 0.0 3.6 2.1 1.1 0.0 7.6 -10.2 17.7 -21.4
1997 3.6 0.0 3.6 2.0 1. 0.0 6.8 -8.3 15.2 -6.2
1998 3.6 0.0 3.6 1.9 1.1 0.0 6.3 -6.6 12.9 6.7
1999 3.6 0.0 3.6 1.8 1.1 0.0 5.7 -6.4 12.1 18.8
2000 3.6 0.0 3.6 1.7 1.1 0.0 5.2 -6.1 1.3 30.1
2001 3.6 0.0 3.6 1.6 1.1 0.0 4.7 -5.9 10.6 40.7
2002 3.6 0.0 3.6 1.5 1.1 0.0 4.2 -5.7 9.9 50.7
2003 3.6 0.0 3.6 1.5 1.1 0.0 3.8 1.4 2.4 53.0
2004 3.6 0.0 3.6 1.4 1.1 0.0 3.4 1.3 2.1 55.1
SUB TOTAL 51.6 0.0 51.6 31.6 15.5 252.0 -129.4 -184.5 55.1 55. 1
REMAINDER 54.6 0.0 54.6 14.2 16.4 0.0 1.7 4.4 7.3 62.4
0T 29.9 YR 106.2 0.0 106.2 45.9 31.9 252.0 -117.7 -180.1 62.4 62.4
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PF:P.A. UNOCAL North American Oil & Gas Division DATE: 06/21/9N

EVAL #: 21 Economic Report Summary TIME: 09:35:19
AS OF APR 1, 1990 PAGE : 4

NAME : RINCON U. #255 - FT TAXCR

FIELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL

CPERATOR : UNOCAL

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

................................................. M$----
( 9M0»1990 13666.8 9.3 0.840 0.000 9.3
1991 24599.1 16.7 0.840 0.000 16.7
1992 20683.4 14.1 0.840 0.000 141
1993 18617.0 12.7 0.840 0.000 12.7
1994 17072.9 1.6 0.840 0.000 1.6
1995 15877.8 10.8 0.840 0.000 10.8
1996 14767.4 10.0 0.840 0.000 10.0
1997 13902.7 9.5 0.840 0.000 9.5
1998 13207.6 9.0 0.840 0.000 9.0
1999 12547.2 8.5 0.840 0.000 8.5
2000 11919.8 8.1 0.840 0.000 8.1
2001 ©11323.8 7.7 0.840 0.000 7.7
2002 10757.6 7.3 0.840 0.000 7.3
2003 10219.7 0.0 0.000 0.000 0.0
2004 9708.8 0.0 0.000 0.000 0.0
SUB TOTAL 218871.4 135.4 0.840 0.000 135.4
REMAINDER 99732.2 0.0 0.000 0.000 0.0
TCT 29.9 YR 318603.7 135.4 0.840 0.000 135.4



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management
Bureau of Land Management - Minerals Division
1235 La Plata Highway
Farmington, New Mexico 87401

\

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 27 NORTH, RANGE 6 WEST, N.M.P.M.
Section 16: South/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #256 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #256 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on nine months of actual production
history from the Rincon Unit #256 well which first delivered on
September 21, 1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991.

Lot '

Bill Hering r{
District Petroleum Engineer
Union 0il Company of California




Well Summary

Well Name: Rincon Unit #256

Location: 790’FSL, 1500’FWL, Sec 16, T27N, R6W

Elevation: 6651’ GL

Total Depth: 3320/

Lease Number: E-290-28

Pool/Formation: Basin Fruinand Coal Gas

Spud Date: 5-29-90

Completion Date: 6-16-90

1st Delivery Date: 9-21-90

Perf’d Interval: 3167, 3170-3173, 3223-3226, 3228-3230,
3234-3236, 3238-3253, 3256-3268.

Geologic Summary

The Fruitland Formation was deposited in a coastal plain environment
landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary

The Rincon Unit #256 was drilled and completed by Union 0il Company of
California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 360 feet and cemented with 300 sacks
to surface. Production casing measuring 4-1/2" was then set at 3320
feet. A failed DV Tool during the initial cement job required the
production casing to be cemented in four stages with a total of 989
sacks of cement. After drilling out to PBTD of 3320/ the upper and
lower coal zones were perforated from 3167’-3268’ with 4 shots per
foot and fracture stimulated with 320,000# 20/40 sand, 1.5 MMSCF N2
and 38,300 gallons cross-linked gel water. The recorded initial
potential and 24 hour shut-in pressure were 628 MCFD and 310 psi,
respectively. The well was first delivered to the E1 Paso Natural Gas
pipeline system on September 21, 1990. The current deliverability for
the well against a 1504 line pressure is 110 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.46 Bcf.



Net Pay: 49 ft

Drainage area: 160 acres

Gas Content: 169 SCF/ton

Tonnage Factor: 2077 tons/acre-feet (from density 1log)
Recovery Factor: 17%

Economics .

Completion Cost: $423,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 326 MCFD, Current - 73 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 11.5 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the S/2 Section 16, T27N-
R6W, comprising 320 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

authority, on this day of oA GG

Nota£§ Public in and'for

San Juan County, New Mexico

My C i i Expi :
y ommi7i?%£§\xp1res

SUBSCRIBED AND SWORN TO bequf e, this undersigned
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RINCON UNIT #256
RIO ARRIBA COUNTY, NEW MEXICO
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UNOCAL North American Oil & Gas Division
Economic Report Summary
CNTYSTATE: New Mexico

REGION: Southwestern DISTRICT: Farmington

PROJECT NAME: RINCON U. #256 - FT TAXCR LOCATION:

EFFECTIVE DATE: FEB 0
PROPOSED BY :

BUDGET CATEGORY:
BUDGET PRIORITY:

-------------- IDENTIFICATION ------~------ --------- PROFIT INDICES -------~- “=~---- PRESENT WORTH PROFILE -------
BTAX ATAX
FIELD : BASIN FRUITLAND COAL PROFIT TO INV (P/I): ~---- N bt DISCOUNT BTAX ATAX
LSE/BLOCK UNDISCOUNTED -0.53 0.07 RATE (%) (M3) (M%)
FORMATION : FRUITLAND COAL DISC @ 10.0% -0.69 -0.21  memees ceeeeee e
TOTAL DEPTH: DISC @ 15.0% -0.73 -0.29 0.0 214 30.
OPERATOR : Unocal INV EFF RATIO (IER): 5.0 -256. -39.
AFE # UNDISCOUNTED -0.53 0.09 10.0 -278. -84.
LIFE (YRS) : 31.8 DISC @ 10.0% -0.69 -0.25 15.0 -293 -115.
DISC @ 15.0% -0.73  -0.35 20.0 -303 -138.
Wi ORI GR1 DATE 25.0 -310 -156.
100.00000 80.99870 80.99870 JUN 1990 PAYOUT (YEARS) * 11.5
RATE OF RETURN (%) -1000.0 1.9 DISCOUNT DATE : JUN 1990
DISCOUNT METHOD: EFFECTIVE MON
----------- COMMODITY PRICES <----c-v--=--- ---~--- INVESTMENTS (M$) ~--------- c-we--=~--+ CASH FLOW (M$) -----------
BEG END AVG GROSS NET NET
oIL ($/BBL) 0.00 0.00 0.00 LEASEHOLD 0. 0. TOTAL REVENUES 392.
GAS ($/MCF) 2.42 1.42 1.50 DRY HOLE a. 0. EXPENSES:
NGL ($/BBL) 0.00 0.00 0.00 OPEX (LOE) 114,
SULPHUR ($/TON) 0.00 0.00 0.00 DRILLING 0. 0. WORKOVER 0.
COMPLETION 0. 0. PLANT 0.
$EQUIV BOE RATIO 6.00 6.00 6.00 PLATFORM 0. 0. SEV & ADVAL TAXES 55.
FACILITIES 0. 0. INDIRECT 9.
----------- UNIT COST PERFORMANCE --------- PIPELINE 0. 0. OVERHEAD 25.
GROSS NET PLANT 0. 0. NET ABAND/SALV 0.
-------------- GATHERING 0. 0.
OPEX ($/BOE) 2.1 2.61 NET INVESTMENTS 403.
OPEX ($/BO%E) 5.31 6.56 MISC INTAN 262. 262.
F&D ($/BOE) 7.49 .24 MISC TAN 141. 141, BTAX CASH FLOW -214.
F&D ($/B0O%E) 18.84 23.25 INCOME TAXES PAID -244,
ATAX CF (%/BOE) 0.68 TOTAL 403. 403. ATAX CASH FLOW 30.
ATAX CF ($/BO%$E) 1.71 DISC @ 10.0% 400. 400. ATAX DISC @ 10.0% -84,
-------------------- RESERVES & PRODUCTION ---------=-c--e-n  --eme--c-ooo--w-oo ASSUMPTIONS & REMARKS ------ccc-cecannn
---- GROSS ----- ~esc-= NET =~==---
REMAIN ULT REMAIN ULT
01l (MBBLS) 0. 0. 0 0
GAS (MMCF) 323 323 262. 262
NGL (MBBLS) 0. 0. 0. 0.
SULPHUR (MTONS) 0. 0. 0. 0.
EQUIVALENT RESERVES:
BTU (MBOE) 54. 54. 44, [
VALUE (MBOS$E) 21. 21. 17. 17.
INITIAL RATE:
OIL (BBLS/DAY) 0. GLOBAL FILES: 1= SUNOCAL1 2= $UNOCCALZ
GAS (MCF/DAY) 99. ALTKEY: USA
DATE: 06/21/91 TIME: 10:11:40 RPT FILE: 4 PG # 1 PRJ FILE: P.A. EVAL # 22



SLOBAL FILE: $UNOCALT

IVALUATION #22 IN PROJECT FILE "P.A. o 06/21/91 10:11:05
10 IDENT 30 25 U091205

20 DATES JUN 1990 JUN 1990 SEP 1990

30 NAME YRINCON U. #256 - FT TAXCR "

+0 FIELD “"BASIN FRUITLAND COAL u

50 CNTYSTATE "NEW MEXICO "

50 FORMATION "FRUITLAND COAL "

70 OPERATOR UUNOCAL "

30 ECONOMICS ELIM
70 OWNERSHIP 1. 0.809987

120 COMMENT "PROD DECLINE BASED ON AVG WELL CASE "
130 COMMENT "FIRST 9 MONTHS = ACTUAL PROD. N "
140 GPROD P MON 2.957 7.038 4.227 5.218 3.995 3.226 3.012 2.908 2.66
150 GPRQOD * EXP * * * 60. 4,

160 GPROD * EXP * * ¥ 28, 5.

170 GPROD * EXp * * * 10. 25.

180 GPROD * EXP * * * 7, 36.

190 GPROD * EXP * * * 5,

210 TAN I MON 141000. 0. 0.

220 INTAN [ MON 262000. 0.

230 COMMENT WFIRST 9 MONTHS = ACTUAL GAS PRICES "
240 PRGAS p MON 2.05 1.74 2.07 2.35 2.35 1.74 1.44 1.12 1.12

260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT P CON 300.

320 AVALPS * CON 3.5

k%% START OF INSERT FILE C-TAX

10 COMMENT "ASSUMES CONSTANT $.84 TAX CREDIT "
20 COMMENT "T0 2003 "
30 TEMP1 * CON 0.

40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

60 FACTOR 1.18 TEMP1

70 TEMPS JAN 1990 CON 0.84

80 TEMPS JAN 2003 CON O.

90 CADD TEMPZ2  TEMP1

100 CFACTOR TEMPS TEMP2

110 FACTOR 0.809987 TEMPZ

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

*** END OF INSERT FILE

GLOBAL FILE: $UNOCALZ
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( 7M031990
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1991
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1996
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1998
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REMAINDER
T0T 31.8 YR

: RINCON U. #256 - FT TAXCR
: BASIN FRUITLAND COAL

NEW MEXICO

: FRUITLAND COAL
: UNOCAL

UNOCAL North American Oil & Gas Division
Economic Report Summary

GROSS PROD NET VOLUME GROSS GAS
OfL + COND OIL + COND PRODUCTION
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DATE: 06/21/91
TIME: 10:11:40

AS OF JUN 1, 1990 PAGE: 2

NET GAS  NET EQ PROD EFFECTIVE NET REV EFFECTIVE NET GAS NET TOTAL
VOLUME (RE: BOE) O+C PRICE OIL + COND GAS PRICE REVENUE REVENUE

=~--MMCF--- --- EMBBLS-- --- $/BBL--- ----- M$---- --- $/MCF--- ----- M$---- ----- M$----

15.7 2.6 0.00 0.0 2.39 37.6 37.6

24.8 4.1 0.00 0.0 1.67 41.4 41.4

16.1 2.7 0.00 0.0 1.42 22.8 22.8

14.4 2.4 0.00 0.0 1.42 20.5 20.5

13.1 2.2 0.00 0.0 1.42 18.6 18.6

12.2 2.0 0.00 0.0 1.42 17.3 17.3

1.3 1.9 0.00 0.0 1.42 16.0 16.0

10.6 1.8 0.00 0.0 1.42 15.0 15.0

10.1 1.7 0.00 0.0 1.42 14.3 14.3

9.6 1.6 0.00 0.0 1.42 13.5 13.5

9.1 1.5 0.00 0.0 1.42 12.9 12.9

8.6 1.4 0.00 0.0 1.42 12.2 12.2

8.2 1.4 0.00 0.0 1.42 11.6 1.6

7.8 1.3 0.00 0.0 1.42 11.0 11.0

7.4 1.2 0.00 0.0 1.42 10.5 10.5

179.0 29.8 0.00 0.0 1.54 275.1 275.1

82.5 13.8 0.00 6.0 1.42 116.9 116.9

261.6 43.6 0.00 G.0 1.50 392.0 392.0
NET TOTAL  NET ADMIN  NET TOTAL BTAX [NCOME ATAX CUM ATAX
TAXES EXPENSE INVESTMENT  CASHFLOW  TAXES PAID  CASHFLOW CASHFLOW

----- M$---- -----M$---- - -MB---- oo MBeeoe - M$-es cooM$Beeee c-o - oMBe---

4.0 0.4 403.0 -371.0 -82.8 -288.2 -288.2

5.5 1.1 0.0 31.3 -31.8 63.1 -225.1

3.3 1.1 0.0 14.8 -25.7 40.5 -184.7

3.0 1.1 0.0 12.8 -22.1 34.9 -149.8

2.7 1.1 0.0 11.2 -19.5 30.7 -119.1

2.5 1.1 0.0 10.0 -17.0 27.1 -92.0

2.4 1 0.0 9.0 -12.6 21.6 -70.4

2.2 1.1 0.0 8.1 -9.8 17.9 -52.5

2.1 1.1 0.0 7.5 -7.1 14.6 -37.9

2.0 1.1 0.0 6.9 -6.9 13.7 -24.1

1.9 1.1 0.0 6.3 -6.6 12.9 -11.2

1.8 1.1 6.0 5.7 -6.4 12.1 0.9

1.7 1.1 0.0 5.2 -6.1 1.4 12.2

1.6 1. 0.0 4.7 1.8 2.9 15.2

1.5 1.1 0.0 4.3 1.6 2.6 17.8

38.2 15.5 403.0 -233.2 -251.0 17.8 17.8

171 18.7 0.0 19.0 7.2 11.8 29.6

55.4 34.2 403.0 -214.3 -243.8 29.6 29.6



F:P.A. UNOCAL North American 0il & Gas Division DATE: 06/21/91

VAL #: 22 Economic Report Summary TIME: 10:11:41
AS OF JUN 1, 1990 PAGE: 3

AME : RINCON U. #256 - FT TAXCR

1ELD : BASIN FRUITLAND COAL

NTY, STATE: NEW MEXICO
‘ORMATION : FRUITLAND COAL

JPERATOR  : UNOCAL
GROSS TOTAL TOTAL GROSS NUMBER NET NGL EFFECTIVE NET NGL NET NET PLANT NET TRANS  NET ABAND
INVESTMENT OPER EXP GROSS WELLS VOLUME NGL PRICE REVENUE SULPHUR OPER EXP +TREAT+COMP & SALVAGE
—--1:M$ --------- M$---- -----ceece oo MBBLS--- --- $/BBL--- ----- M$---- --M-TONS--- ----- M$---- ----- M$---- ----- M$----
. 7TM0)1990 403.0 1.2 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1991 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 6.0 0.0
1992 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1993 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1994 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1995 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1996 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1997 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1998 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1999 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2000 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2001 0.0 3.6 1.0 0.0 0.00 6.0 0.0 0.0 0.0 0.0
2002 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2003 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2004 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
SUB TOTAL 403.0 51.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
REMAINDER 0.0 62.1 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
TOT 31.8 YR 403.0 13.7 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0

NET NET NET NET NET NET NET TAX TAX 1DC
LEASEHOLD DRY HOLE DRILLING COMPLETION FACILITIES PLATFORM PIPELINE DEPREC DEPLETION AMORT

----- ME---- -----M$---- -----MP---- -----MB---- -e--oMBeo-- e -MBo-o- oo MEoe-e cee-oMBeiee ceeeMBe-ae aoaooM$----
( 7M0)1990 0.0 0.0 0.0 0.0 0.0 0.0 0.0 20.1 0.0 5.2
1991 0.0 0.0 0.0 0.0 0.0 0.0 0.0 34.5 6.0 15.7
1992 0.0 0.0 0.0 0.0 0.0 0.0 0.0 24.7 0.0 15.7
1993 0.0 0.0 0.0 0.0 0.0 0.0 0.0 17.6 0.0 15.7
1994 0.0 0.0 0.0 0.0 0.0 0.0 0.0 12.6 0.0 15.7
1995 0.0 0.0 0.0 0.0 0.0 0.0 0.0 12.6 0.0 10.5
1996 0.0 0.0 0.0 0.0 0.0 0.0 0.0 12.6 0.0 0.0
1997 0.0 - 0.0 0.0 0.0 0.0 0.0 0.0 6.3 0.0 0.0
1998 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
1999 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
2000 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
2001 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
2002 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
2003 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
2004 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
SUB TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0 141.0 0.0 78.6
REMAINDER 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
70T 31.8 YR 0.0 0.0 0.0 0.0 0.0 0.0 0.0 141.0 0.0 78.6
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APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division

1235 La Plata Highway .
Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 27 NORTH, RANGE 6 WEST, N.M.P.M.
Section 16: North/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #257 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #257 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on six months of actual production
history from the Rincon Unit #257 well which first delivered on
September 6, 1990

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991. :

Bill Hering A
District Petroleulm Engineer
Union 0il Company of California




Well Summary

Well Name: Rincon Unit #257

Location: 2223/FNL, 1837’FEL, Sec 16, T27N, R6W
Elevation: 6528’ GL

Total Depth: 3238’

LLease Number: E-290-28

Pool/Formation: Basin Fruitland Coal Gas

Spud Date: 4-3-90

Completion Date: 5-18-90

1st Delivery Date: 9-6-90

Perf’d Interval: 3136-3144, 3153-3156, 3162-3183.

Geologic Summary
The Fruitland Formation was deposited in a coastal plain environment

landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary

The Rincon Unit #257 was drilled and completed by Union 0il Company of
California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 223 feet and cemented with 200 sacks
to surface. Production casing measuring 4-1/2" was then set at 3238
feet and cemented in two stages to surface with 820 sacks cement.
After drilling out to PBTD of 3237’ the lower coal zone was perforated
from 3136’~ 3183’ with 4 shots per foot and fracture stimulated with
240,000% 20/40 sand, 9000# 100 mesh sand, 1.10 MMSCF N2 and 25,210
gallons cross-linked gel water. The recorded initial potential and 24
hour shut-in pressure were 229 MCFD and 363 psi, respectively. The
well was first delivered to the El1 Paso Natural Gas pipeline system on
September 6, 1990. The current deliverability for the well against a
150# line pressure is 73 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.49 Bcf.



Net Pay: 57 ft

Drainage area: 160 acres

Gas Content: 160 SCF/ton

Tonnage Factor: 1996 tons/acre-feet (from density log)
Recovery Factor: 17 %

Economics

Completion Cost: $289,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 178 MCFD, Current - 65 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 8.4 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the N/2 Section 16, T27N-
R6W, comprising 320 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO befo e, this 1gned
authority, on this day of {jx u : i} G

by
Notary Public 1n and for
San Juan County, New Mexico
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RINCON UNIT #257
RIO ARRIBA COUNTY, NEW MEXICO
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REGION: Southwestern

UNOCAL North American Qil & Gas Division

Economic Report Summary

DISTRICT: Farmington

CNTYSTATE: New Mexico

-100.

MON

289.

- 149,
-206.

57.
-38,

PROJECT NAME: RINCON U. #257 - FT TAXCR LOCATION:
BUDGET CATEGORY: EFFECTIVE DATE: FEB 0
BUDGET PRIORITY: PROPOSED BY
-------------- IDENTIFICATION ------=-=----  --=------- PROFIT INDICES ---------  ------- PRESENT WORTH PROFILE
BTAX ATAX
FIELD : BASIN FRUITLAND COAL PROFIT TO INV (P/I): ~---- s.-- DISCOUNT BTAX
LSE/BLOCK UNDISCOUNTED -0.52 0.20 RATE (%) (M%)
FORMATION : FRUITLAND COAL DISC @ 10.0% -0.68 013 eeeeeeee aieeeee
TOTAL DEPTH: DISC @ 15.0% -0.73 -0.23 0.0 =149,
OPERATOR : Unocal INV EFF RATIO (IER): 5.0 -178.
AFE # H UNDISCOUNTED -0.52 0.24 10.0 -196.
LIFE (YRS) : 30.3 DISC @ 10.0% -0.68 -0.16 15.0 -208.
DISC & 15.0% -0.73 -0.28 20.0 -216.
Wl ORI GRI DATE 25.0 -223.
100.00000 80.99870 80.99870 APR 1990 PAYOUT (YEARS) * 8.4
RATE OF RETURN (%) -1000.0 5.0 DISCOUNT DATE : APR 1990
DISCOUNT METHOD: EFFECTIVE
LR L COMMODITY PRICES -~-<--=---c--rn  oe--a-oo INVESTMENTS (M$) ---------  =c-ec--nns CASH FLOW (M%) ---
BEG END AVG GROSS NET
OIL ($/8BL) 0.00 0.00 0.00 LEASEHOLD 0. 0. TOTAL REVENUES
GAS ($/MCF) 1.48 1.42 1.44 DRY HOLE 0. 0. EXPENSES:
NGL ($/8BL) 0.00 0.00 .00 OPEX (LOE)
SULPHUR ($/TON) 0.00 0.00 0.00 DRILLING 0. 0. WORKOVER
COMPLETION 0. 0. PLANT
$EQUIV BOE RATIO 6.00 6.00 6.00 PLATFORM 0. 0. SEV & ADVAL TAXES
FACILITIES 0. 0. INDIRECT
----------- UNIT COST PERFORMANCE --------- PIPELINE 0. 0. OVERHEAD
GROSS NET PLANT 0. 0. NET ABAND/SALV
-------------- GATHERING 0. 0.
OPEX ($/BOE) 2.22 2.74 NET INVESTMENTS
OPEX ($/BO3E) 6.40 7.91 MISC INTAN 202. 202.
F&D ($/BOE) 5.97 7.37 MISC TAN 87. 87. BTAX CASH FLOW
F&D ($/BOSE) 17.23 21.27 INCOME TAXES PAID
ATAX CF ($/BOE) 1.45 TOTAL 289. 289. ATAX CASH FLOW
ATAX CF ($/BOS%E) 4.19 DISC @ 10.0% 287. 287. ATAX DISC @ 10.0%
--------------------- RESERVES & PRODUCTION =-=-==-=-=-----=-  ocoweococooooone-o ASSUMPTIONS & REMARKS ---------
----- GROSS -----  ==---- NET -----~
REMAIN ULT REMAIN ULT
OIL (MBBLS) 0. 0. 0.
GAS (MMCF) 291. 291 235. 235.
NGL (MBBLS) 0. 0. 0. 0.
SULPHUR (MTONS) 0. 0. 0. 0.
EQUIVALENT RESERVES:
BTU (MBOE) 48. 48. 39. 39.
VALUE (MBOSE) 17. 17. 14. 14.
INITIAL RATE:
OIL (BBLS/DAY) 0. GLOBAL FILES: 1= $UNOCAL1 2= $UNOCALZ
GAS (MCF/DAY) 178. ALTKEY: USA
DATE: 04722/ TIME: 13:35:34 RPT FILE: 4 PG # 9 PRJ FILE: P.A. EVAL #



F:P.A. UNOCAL North American Oil & Gas Division DATE: 04/22/N

VAL #: 13 Economic Report Summary TIME: 13:35:34
AS OF APR 1, 1990 PAGE: 10

AME : RINCON U. #257 - FT TAXCR

1ELD : BASIN FRUITLAND COAL

NTY, STATE: NEW MEXICO
ORMATION ¢ FRUITLAND COAL
‘PERATOR : 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 OlL + COND GAS PRICE REVENUE REVENUE

---MBBLS--- --- MBBLS--- ---- MMCF--= ==--- MMCF--- --- EMBBLS-- --- $/BBL--- ----- M$---- -~ $/MCE--- ----- ME---- ----- M- --
9M0) 1990 0.0 0.0 16.0 13.0 2.2 0.00 0.0 .83 23.7 23.7
1991 0.0 0.0 28.1 22.7 3.8 0.00 0.0 1.44 32.7 32.7
1992 0.0 0.0 19.7 15.9 2.7 0.00 0.0 1.42 22.5 22.5
1993 0.0 0.0 16.8 13.6 2.3 0.00 0.0 1.42 19.3 19.3
1994 0.0 0.0 15.1 12.3 2.0 0.00 0.0 1.42 17.3 17.3
1995 0.0 0.0 13.¢ 1.3 1.9 0.00 0.0 1.42 16.0 16.C
1996 0.0 0.0 13.0 10.5 1.7 0.00 0.0 1.42 14.9 14.§
1997 0.0 0.0 12.1 9.8 1.6 0.00 0.0 1.62 13.8 13.8
1998 0.0 0.0 1.4 9.2 1.5 0.00 0.0 1.42 13.1 131
1999 0.0 0.0 10.8 8.8 1.5 0.00 0.0 1.42 12.4 12.4
2000 0.0 0.0 10.3 8.3 1.4 0.00 0.0 1.42 11.8 11.8
2001 0.0 0.0 9.8 7.9 1.3 0.00 0.0 1.42 1.2 1.2
2002 0.0 0.0 9.3 7.5 1.3 0.00 0.0 1.42 10.6 10.6
2003 0.0 0.0 8.8 7.1 1.2 0.00 0.0 1.42 10.1 10.1
2004 0.0 0.0 8.4 6.8 1.1 0.00 0.0 1.42 9.6 9.6
SUB TOTAL 0.0 0.0 203.3 164.7 27.4 0.00 0.0 1.45 239.0 239.0
REMAINDER 0.0 0.0 87.2 70.7 11.8 0.00 6.0 1.42 100.0 100.92
10T 30.3 YR 0.0 0.0 290.5 235.3 39.2 0.00 0.0 1.44 339.0 33%.0
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$---- =----MP--= ---c-MP---- --c--MB--c-- -o-moMPo-o- oo oMEi--- co--oMBoo-- c-e-oM$---- co--oMBo--- - oME---
( 9M0)1990 1.2 0.0 1.2 3.0 0.5 289.0 -269.9 -65.6 -204.3 -204.3
1991 3.6 0.0 3.6 4.7 1.4 0.0 22.9 -26.5 49.4 -154.9
1992 3.6 0.0 3.6 3.3 1.4 0.0 14.2 -20.8 35.0 -119.9
1993 3.6 0.0 3.6 2.8 1.4 0.0 1.4 -17.9 29.3 -90.7
1994 3.6 0.0 3.6 2.5 1.4 0.0 9.8 -16.0 25.8 -64.6
1995 3.6 0.0 3.6 2.3 1.4 6.0 8.6 -13.9 22.5 -42.3
1996 3.6 0.0 3.6 2.2 1.4 0.0 7.7 -10.4 18.1 -24.3
1997 3.6 0.0 3.6 2.0 1.4 0.0 6.8 -8.6 15.4 -8.9
1998 3.6 0.0 3.6 1.9 1.4 0.0 6.1 -6.8 12.9 4.0
1999 3.6 0.0 3.6 1.8 1.4 0.0 5.6 -6.6 12.1 16.2
2000 3.6 0.0 3.6 1.7 1.4 0.0 5.0 -6.3 11.4 27.5
2001 3.6 0.0 3.6 1.6 1.4 0.0 4.5 -6.1 10.6 382
2002 3.6 0.0 3.6 1.6 1.4 0.0 4.0 -5.9 10.0 48.1
2003 3.6 0.0 3.6 1.5 1.4 0.0 3.6 1.4 2.2 5.4
2004 3.6 0.0 3.6 1.4 1.4 0.0 3.2 1.2 2.0 52.3
SUB TOTAL 51.6 0.0 51.6 34.5 20.5 289.0 -156.6 -208.9 52.3 52.3
REMAINDER 55.8 0.0 55.8 14.7 22.2 0.0 7.4 2.8 4.6 5¢.7
107 30.3 YR 107.4 0.0 107.4 49.2 42.7 289.0 -149.3 -206.1 56.9 5¢.9
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UNOCAL North American Oil & Gas Division
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EVAL #:

13:35:3%
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PAGE:
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1

1, 1990

AS OF APR

: RINCON U. #257 - FT TAXCR
: BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO

NAME

S1ELD

: FRUITLAND COAL

¢ UNOCAL

FORMATION
OPERATOR

NET TRANS  NET ABAND

+TREAT+COMP & SALVAGE

EFFECTIVE NET NGL NET NET PLANT
NGL PRICE SULPHUR

NET NGL

NUMBER

OPER EXP GROSS WELLS

GROSS TOTAL TOTAL GROSS

REVENUE OPER EXP

VOLUME
seeeeM$e-o c--eM$emes s------ceee o-oMBBLS--- ---$/BBL--- -----M$-x-- --M-TONS=-- -----M$--- -ccooM§oonn -on-

INVESTMENT

-Mg- -

0.0

0.0
0.0

0.0 0.0 0.0

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.0
0.0

1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0

1

1.2

3.6
3.6

3.6

289.0

( 9M0Y1990

0.0
0.0

0.0
0.0

0.0

0.0
6.0

0.0
0.0
0.0

1991

0.0

0.0

0.0

1992
1993
1994
1995

0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0

0.0
0.0
0.0

3.6
3.6
3.6

3.6

0.0

0.0

0.0

0.0

0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

1996
1997
1998
1999
2000
2001

0.0

0.0

0.0

0.0
0.0

3.6
3.6

0.0

c.0

0.0

0.0

0.0
0.0
0.0

0.0

0.0
0.0

0.0
0.0
0.0
0.0
0.0

0.0

3.6
3.6
3.6
3.6
3.6

51.6

0.0
0.0
0.0
0.0
0.0

289.0

0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0

0.0

2002

2003

2004
SUB TOTAL
REMAINDER
TOT 30.3 YR

0.0

0.0

0.0
0.0

0.0

0.0
0.0

0.0
0.0

0.0
0.0

0.0

0.0
0.0

0.0

55.8

0.0
289.0

0.0

0.0 0.0

0.0

0.0

.0

107.4

10C
AMORT

TAX
DEPLETION

TAX
DEPREC

NET
PIPELINE

NET
PLATFORM

NET
FACILITIES

NET
COMPLETION

NET

DRILLING
SR e St T 1 P 1 T v« ST S V7 3 P v S

NET
DRY HOLE

NET
LEASEHOLD

0.0

12.4
21

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0 0.0

0.0
0.0
0.0

0.0

0.0
0.0

( 9M0)1990

- e = o -

0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0

1991
1992
1993
1994
1995

1996

15.2

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0

10.9

0.0

7.8
7.8
7.8
3.9

0.0

0.0
0.0
0.0
0.0

0.0

0.0

0.0

0.0
0.0

0.0

0.0
0.0
0.0

0.0
0.0
0.0
0.0

0.0

0.0
0.0

0.0

0.0

1997

0.0

0.0
0.0

0.0
0.0

0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0

0.0

0.0
0.0

0.0

1998
1999
2000
2001

<

0.0
0.0
0.0
0.0
0.0
0.0

87.0

0.0

¢.0
0.0

0.0

0.0
0.0

0.0

0.0
0.0
0.0

0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0

0.0
c.0

0.0
0.0
0.0

0.0

2002

2003

2004
SUB TOTAL
REMAINDER
10T 30.3 YR

0.0
0.0

60.6

0.0
0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0
0.0

<

0.0
87.0

0.0
0.0

0.0

0.0

0.0

0.0



‘Fi:P.A. UNOCAL North American 0il & Gas Division DATE: 04/22/N

VAL #: 13 Economic Report Summary TIME: 13:35:37
AS OF APR 1, 1990 PAGE: 2

IAME : RINCON U. #257 - FT TAXCR

[ELD : BASIN FRUITLAND COAL

INTY, STATE: NEW MEXICO
“ORMATION : FRUITLAND COAL

JPERATOR @ UNOCAL

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

----------------------------------------- e oMo
{ 9M0)1990 18883.5 12.8 0.840 0.000 12.8
1991 33119.2 22.5 0.840 0.000 22.5
1992 23194.4 15.8 0.840 0.000 15.8
1993 19811.4 13.5 0.840 0.000 13.5
1994 17847.8 12.1 0.840 0.000 12.1
1995 16442.7 1.2 0.840 0.000 1.2
1996 15291.7 10.4 0.840 0.000 10.4
1997 14230.5 9.7 0.840 0.000 9.7
1998 13437.1 9.1 0.840 0.000 9.1
1999 12765.2 8.7 0.840 0.000 8.7
2000 12127.0 8.3 0.840 0.000 8.3
2001 11520.6 7.8 0.840 0.000 7.8
2002 10944.6 7.4 0.840 0.000 7.4
2003 10397.4 0.0 0.000 0.000 0.0
2004 9877.5 0.0 0.000 0.000 0.0
SUB TOTAL 239890.7 149.4 0.840 0.000 149.4
REMAINDER 102927.1 0.0 0.000 0.000 0.0
TOT 30.3 YR 342817.8 149.4 0.840 0.000 149.4



LOBAL FILE: SUNOCAL1

VALUATION #13 IN PROJECT FILE "P.A. o 04/22/91 13:35:07

0 1DENT 30 25 u091205 u
0 DATES APR 1990 APR 1990 SEP 1990

0 NAME “RINCON U. #257 - FT TAXCR "

0 FIELD "BASIN FRUITLAND COAL "

0 CNTYSTATE "NEW MEXICO "

‘0 FORMATION "FRUITLAND COAL "

‘0 OPERATOR YUNOCAL "

0 ECONOMICS ELIM

0 OWNERSHIP 1. 0.809987

20 COMMENT YPROD DECLINE BASED ON AVG WELL CASE "
30 COMMENT YFIRST 6 MONTHS & ACTUAL PROD. "
40 GPROD P MON 5.344 3.48 2.8 4.379 3.217 1.978

50 GPROD * EXP 3.04 * * 60. 4.

160 GPROD * EXP * * * 28, 14.

170 GPROD * EXP * * * 10, 25.

180 GPROD * EXP * * *x 7, 36,

190 GPROD * EXP * * * 5,

210 TAN [ MON 87000. 0. 0.

220 INTAN 1 MON 202000. O.

240 PRGAS P MON 1.25 1.5 1.86 1.76 1.35

260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS
310 LOETOT P CON 300.

320 AVALPS * CON 3.5

x*% START OF INSERT FILE C-TAX

10 COMMENT "ASSUMES CONSTANT $.84 TAX CREDIT "
20 COMMENT “T0 2003 u
30 TEMP1 * CoN 0.

40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

50 FACTOR 1.18 TEMP1

70 TEMP5 JAN 1990 CON 0.84

80 TEMPS JAN 2003 CON O.

90 CADD TEMP2  TEMP

100 CFACTOR TEMP5  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

wkk

END OF INSERT FILE

370 ULTIMATE GPROD 490.

GLOBAL FILE: $UNOCAL2



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
~ RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 27 NORTH, RANGE 6 WEST, N.M.P.M.
Section 17: North/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #258 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #258 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on nine months of actual production
history from the Rincon Unit #258 well which first delivered on
September 21, 1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991. ;

Blll Herlng
District Petroleum Engineer
Union 0il Company of California




Well Summary

Well Name: Rincon Unit #258

Location: 1505/FNL, 915’FEL, Sec 17, T27N, RéW

Elevation: 6570’ GL

Total Depth: 3254°

Lease Number: NM-013654

Pool/Formation: Basin Fruitland Coal Gas

Spud Date: 5-23-90

Completion Date: 6-6-90

1st Delivery Date: 9-21-90

Perf’d Interval: 3100-3105, 3107, 3110-3113, 3147-3150,
3153, 3160, 3163-3167, 3169-3175, 3179,
3181-3193.

Geologic Summary
The Fruitland Formation was deposited in a coastal plain environment

landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary

The Rincon Unit #258 was drilled and completed by Union 0il Company of
California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 360 feet and cemented with 350 sacks
to surface. Production casing measuring 4-~-1/2" was then set at 3253
feet and cemented in two stages to surface with 925 sacks cement.
After drilling out to PBTD of 3250’ the upper and lower coal zones
were perforated from 3100/-3193’ with 4 shots per foot and fracture
stimulated with 253,000# 20/40 sand, 1.02 MMSCF N2 and 26,700 gallons
cross—-linked gel water. The recorded initial potential and 24 hour
shut-in pressure were 411 MCFD and 380 psi, respectively. The well was
first delivered to the El Paso Natural Gas pipeline system on
September 21, 1990. The current deliverability for the well against a
150# line pressure is 100 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.44 Bcf.



Net Pay: 50 ft

Drainage area: 160 acres

Gas Content: 152 SCF/ton

Tonnage Factor: 2145 tons/acre-feet (from density 1log)
Recovery Factor: 17%

Economics

Completion Cost: $283,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum -~ 253 MCFD, Current - 69 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 7.2 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the N/2 Section 17, T27N-
R6W, comprising 320 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO befo e, thi nd igned
authority, on this day of KSM, ; ,?iiﬁﬁ \%ﬁiﬁ .
( o U

Nota Public 1n and for
San Juan County, New Mexico

My Commission Expires:

TRIST
VAR B
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UNOCAL North American Qil & Gas Division
Economic Report Summary

REGION: Southwestern DISTRICT: Farmington CNTYSTATE: New Mexico
PROJECT NAME: RINCON U. #258 - FT TAXCR LOCATION:
BUDGET CATEGORY: EFFECTIVE DATE: FEB 0
BUDGET PRIORITY: PROPOSED BY
-------------- IDENTIFICATION -------=---=~  --------- PROFIT INDICES ---------  ------- PRESENT WORTH PROFILE -------
BTAX ATAX
FIELD : BASIN FRUITLAND COAL PROFIT TO INV (P/1): ~---- ---- DISCOUNT BTAX ATAX
LSE/BLOCK ¢ UNDISCOUNTED -0.41 0.30 RATE (%) (M$) (M%)
FORMATION : FRUITLAND COAL DISC @ 10.0% -0.63 -0.07  seemeees eeeeeee ceean
TOTAL DEPTH: DISC & 15.0% -0.68 -0.18 0.0 -107. 79
OPERATOR : Unocal INV EFF RATIO (IlER): 5.0 -141. 20.
AFE # : UNDISCOUNTED -0.41 0.37 10.0 -162. -19
LIFE (YRS) : 30.5 DISC @ 10.0% -0.,63  -0.09 15.0 -175. -46
DISC @ 15.0% -0.68 -0.21 20.0 -184. -65
Wl ORI GRI DATE 25.0 -191. -80
100.00000 80.99870 80.99870 JUN 1990 PAYOUT (YEARS) * 7.2
RATE OF RETURN (%) -1000.0 7.4 DISCOUNT DATE : JUN 1990

DISCOUNT METHOD: EFFECTIVE MON

----------- COMMODITY PRICES --------=v="v>~ ~------ |INVESTMENTS (M$) ---------  --------e- CASH FLOW (M3) ----v---=--
BEG END AVG GROSS NET NET
OoIL ($/8B8L) 0.00 0.00 0.00 LEASEHOLD 0. 0. TOTAL REVENUES 345.
GAS ($/MCF) 2.29 1.42 1.47 DRY HOLE 0. 0. EXPENSES:
NGL ($/8BBL) 0.00 0.00 0.00 OPEX (LOE) 109.
SULPHUR (3/TCN) 0.00 0.00 0.00 DRILLING 0. [¢] WORKOVER 0.
COMPLETION 0. 0 PLANT 0.
$EQUIV BOE RATIO 6.00 6.00 6.00 PLATFORM 0. 0 SEV & ADVAL TAXES 49,
FACILITIES 0. 0 INDIRECT 9.
----------- UNIT COST PERFORMANCE --------- PIPELINE 0. 0 OVERHEAD 264.
GROSS NET PLANT 0. 0 NET ABAND/SALV 0.
-------------- GATHERING 0. 0.
OPEX ($/BOE) 2.26 2.78 NET INVESTMENTS 261.
OPEX ($/BO%E) 5.86 7.23 MISC INTAN 170. 170.
F&D ($/BOE) 5.41 6.67 MISC TAN e1. 9. BTAX CASH FLOW -107.
F&D ($/BO3E) 14.06 17.33 INCOME TAXES PAID -186.
ATAX CF ($/BOE) 2.02 TOTAL 261. 261. ATAX CASH FLOW 79.
ATAX CF ($/BO3E) 5.26 DISC @ 10.0% 259. 259.  ATAX DISC & 10.0% -19.
--------------------- RESERVES & PRODUCTION === ==-r-e-ceeuuas —ococoooooaoon . ASSUMPTIONS & REMARKS -------=---cncous
----- GROSS =----  =-=--- NET ------
REMAIN ULT REMAIN ULT
CIL (MBBLS) 0. 0. 0. 0.
GAS (MMCF) 290. 290. 235. 235.
NGL (MBBLS) 0. 0. 0. 0.
SULPHUR (MTONS) 0. 0. 0.

EQUIVALENT RESERVES:

8TU (MBOE) 48. 48. 39. 39.
VALUE (MBOSE) 19. 19. 15. 15.
INITIAL RATE:
OIL (BBLS/DAY) 0. GLOBAL FILES: 1= SUNOCCAL1 2= SUNOCALZ2
GAS (MCF/DAY) 77. ALTKEY: USA

DATE: 06/21/91 TIME: 10:43:50 RPT FILE: 4 PG # 1 PRJ FILE: P.A. EVAL # 23



GLOBAL FILE: $UNOCAL1

EVALUATION #23 IN PROJECT FILE "P.A. v 06/21/91 10:43:10
10 IDENT u30 25 u091205

20 DATES JUN 1990 JUN 1990 SEP 1990

30 NAME “RINCON U. #258 - FT TAXCR u

40 FIELD "BASIN FRUITLAND COAL "

50 CNTYSTATE INEW MEXI1CO "

60 FORMATION WFRUITLAND COAL "

70 OPERATOR “UNCCAL "

80 ECONOMICS ELIM
90 OWNERSHIP 1. 0.809987

120 COMMENT "PROD DECLINE BASED ON AVG WELL CASE !
130 COMMENT "FIRST 9 MONTHS = ACTUAL PROD. "
140 GPROD P MON 2.296 3.858 3.621 3.092 2.903 2.032 2.342 2.263 2.144
160 GPROD * EXP * * * 28, 11.

170 GPROD * EXp * * * 10, 25.

180 GPROD * EXp * * * 7. 36,

190 GPROD * EXp * * * 5,

210 TAN [ MON 91000. 0. 0. O.

220 INTAN 1 MON 170000. O.

230 COMMENT MFIRST 9 MONTHS = ACTUAL GAS PRICES "
240 PRGAS P MON 1.94 1.62 1.94 2.27 2.23 1.7 1.36 1.05 1.06

260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT P CON 300.

320 AVALPS * CON 3.5

**% START OF INSERT FILE C-TAX

10 COMMENT UASSUMES CONSTANT $.84 TAX CREDIT "
20 COMMENT “T0 2003 "
30 TEMP! * CoN 0.

40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

60 FACTOR 1.18 TEMPY

70 TEMPS JAN 1990 CON 0.84

80 TEMPS JAN 2003 CON 0.

90 CADD TEMP2  TEMP1

100 CFACTOR TEMPS  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

*** END OF INSERT FILE

GLOBAL FILE: $UNOCALZ



SF:PLA. UNOCAL North American 0il & Gas Division DATE: 06/21/91

IVAL #: 23 Economic Report Summary TIME: 10:43:50
AS OF JUN 1, 1990 PAGE: 2

{AME : RINCON U. #258 - FT TAXCR

T1ELD : BASIN FRUITLAND COAL

INTY, STATE: NEW MEXICO
ORMATION : FRUITLAND COAL
JPERATOR : UNOCAL

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

OIL + COND OIL + COND PRODUCTION VOLUME (RE: BOE) 0+C PRICE OIL + COND GAS PRICE REVENUE REVENUE
---MBBLS--- --- MBBLS--- ---- MMCF--- ---- MMCF--- --- EMBBLS-- --- $/BBL--- ----- M$---- - $/MCF--- ----- ME---- e---- M$----
¢ 7TM0)Y1990 0.0 0.0 12.9 10.4 1.7 0.00 0.0 2.27 23.7 23.7
1991 0.0 0.0 25.4 20.5 3.4 0.00 0.0 1.59 32.7 32.7
1992 0.0 0.0 19.0 15.4 2.6 0.00 0.0 1.42 21.7 21.7
1993 0.0 0.0 16.8 13.6 2.3 0.00 0.0 1.42 19.3 19.3
1994 0.0 0.0 15.2 12.3 2.1 6.00 0.0 1.42 17.5 17.5
1995 0.0 0.0 14.1 11.4 1.9 0.00 0.0 1.42 16.2 16.2
1996 0.0 0.0 13.1 10.6 1.8 0.00 0.0 1.42 15.1 15.1
1997 0.0 0.0 12.3 9.9 1.7 0.00 0.0 1.42 14.1 141
1998 0.0 0.0 1.6 9.4 1.6 0.00 0.0 1.42 13.3 13.3
1999 0.0 0.0 114 9.0 1.5 0.00 0.0 1.42 12.7 12.7
2000 0.0 0.0 10.5 8.5 1.4 0.00 6.0 1.62 12.0 12.0
2001 0.0 0.0 10.0 8.1 1.3 0.00 0.0 1.42 11.4 1.4
2002 0.0 0.0 9.5 7.7 1.3 0.00 0.0 1.42 10.9 10.9
2003 0.0 0.0 9.0 7.3 1.2 0.00 0.0 1.42 10.3 10.3
2004 0.0 0.0 8.6 6.9 1.2 0.00 0.0 1.42 9.8 9.8
SuUB TOTAL 0.0 0.0 199.0 161.2 26.9 0.00 0.0 1.49 240.7 240.7
REMATNDER 0.0 0.0 90.7 73.4 12.2 0.00 0.0 1.42 104.0 104.0
70T 30.5 YR 0.0 0.0 289.7 234.6 39.1 0.00 0.0 1.47 344.7 344.7
NET LOE NET NET TOTAL  NET TOTAL  NET ADMIN  NET TOTAL BTAX INCOME ATAX CUM ATAX

(FIX + VAR) UORKOVR EXP DIRECT EXP TAXES EXPENSE INVESTMENT  CASHFLOW  TAXES PAID  CASHFLOW CASHFLOW
----- M---- -----MB---- -----MP---- -----ME---- -----MPo--- oMo oo oME--- c---oMB--s c---oMBe--- -o--oMB----
( 7M0)1990 1.2 0.0 1.2 2.6 0.4 261.0 -241.5 -54.4 -187.1 -187.1
1991 3.6 0.0 3.6 4.4 1.1 0.0 23.5 -23.8 47.3 -139.8
1992 3.6 0.0 3.6 3.2 1.1 0.0 13.9 -19.9 33.8 -106.1
1993 3.6 0.0 3.6 2.8 1.1 0.0 11.8 -17.2 29.0 -77.0
1994 3.6 0.0 3.6 2.6 1.1 0.0 10.2 -15.3 25.5 -51.5
1995 3.6 0.0 3.6 2.4 1.1 0.0 9.1 -13.5 22.7 -28.8
1996 3.6 0.0 3.6 2.2 1.1 0.0 8.2 -10.5 18.7 -10.1
1997 3.6 0.0 3.6 2.1 1.1 0.0 7.3 -8.6 15.9 5.8
1998 3.6 0.0 3.6 2.0 1.1 0.0 6.7 -6.8 13.5 19.3
1999 3.6 0.0 3.6 1.9 1.1 0.0 6.1 -6.5 12.7 32.0
2000 3.6 0.0 3.6 1.8 1.1 0.0 5.6 -6.3 1.9 43.9
2001 3.6 0.0 3.6 1.7 1.1 0.0 5.1 -6.1 1.2 55.1
2002 3.6 0.0 3.6 1.6 1.1 0.0 4.6 -5.9 10.5 65.5
2003 3.6 0.0 3.6 1.5 1.1 0.0 4.1 1.6 2.6 68.1
2004 3.6 0.0 3.6 1.4 1.1 0.0 3.7 1.4 2.3 70.4
SUB TOTAL 51.6 0.0 51.6 34.1 15.5 261.0 -121.5 -191.8 70.4 70.4
REMAINDER 57.3 0.0 57.3 15.3 17.2 0.0 4.2 5.4 8.8 75.2
70T 30.5 YR 108.9 0.0 108.9 49.3 32.7 261.0 107.3 -186.5 79.2 79.2



DATE: 06/21/91

UNOCAL North American 0il & Gas Division

F:P.A.

10:43:52

TIME:
PAGE:

Economic Report Summary

23

VAL #:

1, 1990

AS OF JUN

: RINCON U. #258 - FT TAXCR
: BASIN FRUITLAND COAL

AME
"TELD

i
%

NEW MEXICO
: FRUITLAND COAL

: UNOCAL

INTY, STATE:

FORMATION
JPERATOR

NET TRANS  NET ABAND

+TREAT+COMP & SALVAGE

NET PLANT

NET
SULPHUR

EFFECTIVE NET NGL
REVENUE

NGL PRICE

NET NGL
VOLUME

NUMBER

GROSS TOTAL TOTAL GROSS

OPER EXP

OPER EXP GROSS WELLS
M§---- s---sM$---- c-----o--- ---MBBLS--- ---$/BBL--- ---<-M$-=-- --M-TONS-<+ -=---M§--- -----M$----

INVESTMENT

s e-M$----
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NET
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PF:P.A. UNOCAL North American Oil & Gas Division DATE: 06/21/91

SVAL #: 23 Economic Report Summary TIME: 10:43:53
AS OF JUN 1, 1990 PAGE: 4

NAME : RINCON U. #258 - FT TAXCR

F1ELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL

OPERATOR : UNOCAL

TEMP TEMP TEMP TEMP NET CREDITS
#1 #2 #5 #6 INPUT
------------------------------------------------- M$---- .

( 7M0)1990 15183.1 10.3 0.840 0.000 10.3
1991 29926.7 20.4 0.840 0.000 20.4
1992 22376.7 15.2 0.840 0.000 15.2
1993 19875.9 13.5 0.840 0.000 13.5
1994 17985.5 12.2 0.840 0.000 12.2
1995 16677.6 1.3 0.840 0.000 1.3
1996 15510.2 10.6 0.840 0.000 10.6
1997 14475.7 9.8 0.840 0.000 9.8
1998 13726.0 9.3 0.840 0.000 9.3
1999 13039.7 8.9 0.840 0.000 8.9
2000 12387.7 8.4 0.840 0.000 8.4
2001 11768.4 8.0 0.840 0.000 8.0
2002 11179.9 7.6 0.840 0.000 7.6
2003 10621.0 0.0 0.000 0.000 0.0
2004 10089.9 0.0 0.000 0.000 0.0
SUB TOTAL 234824.0 145.7 0.840 0.000 145.7
REMAINDER 106970.8 0.0 0.000 0.000 0.0
T0T 30.5 YR 341794.8 145.7 0.840 0.000 145.7



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 27 NORTH, RANGE 6 WEST, N.M.P.M.
Section 29: North/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #259 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #259 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on six months of actual production
history from the Rincon Unit #259 well which first delivered on
September 6, 1990

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991.
Bill Hering é
District Petroletm Engineer
Union 0Oil Company of California




Well Summary

Well Name: Rincon Unit #259

Location: 1708’FNL, 957’FEL, Sec 29, T27N, R6W

Elevation: 6658’ GL

Total Depth: 32327

Lease Number: SF-079364

‘Pool/Formation: Basin Fruitland Coal Gas

‘Spud Date: 7-3-90

Completion Date: 8-5-90

1st Delivery Date: 9-6-90

Perf’d Interval: 3065-3073, 3077-3081, 3083-3089, 3094-3100,
3128-3135, 3139-3155, 3157-3177.

Geologic Summary
The Fruitland Formation was deposited in a coastal plain environment

landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary

The Rincon Unit #259 was drilled and completed by Union 0il Company of
California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 355 feet and cemented with 350 sacks
to surface. Production casing measuring 4-1/2" was then set at 3231
feet and cemented in two stages to surface with 820 sacks cement.
After drilling out to PBTD of 3226’ the upper and lower coal zones
were perforated from 3065’-3177’ with 4 shots per foot and fracture
stimulated with 320,000# 20/40 sand, 1.33 MMSCF N2 and 32,550 gallons
cross-linked gel water. The recorded initial potential and 24 hour
shut-in pressure were 804 MCFD and 575 psi, respectively. The well was
first delivered to the El1 Paso Natural Gas pipeline system on
September 6, 1990. The current deliverability for the well against a
150#%# line pressure is 109 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.52 Bcf.



Net Pay: 67 ft

Drainage area: 160 acres

Gas Content: 137 SCF/ton

Tonnage Factor: 2105 tons/acre-feet (from density log)
Recovery Factor: 17 %

Economics

Completion Cost: $285,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 444 MCFD, Current - 122 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 6.3 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the N/2 Section 29, T27N-
R6W, comprising 320 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO befo thlS u er ed
authority, on this day of ?S‘%\Q E%g?

for
San Juan County, New Mexico

My Cogifcfééi\Expires:
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UNOCAL North American Oil & Gas Division
Economic Report Summary

REGION: Southwestern DISTRICT: Farmington CNTYSTATE: New Mexico
PROJECT NAME: RINCON U. #259 - FT TAXCR LOCATION:
BUDGET CATEGORY: EFFECTIVE DATE: FEB 0
BUDGET PRIORITY: PROPOSED BY
-------------- IDENTIFICATION ----------==-  =-=------ PROFIT INDICES ---------  ------- PRESENT WORTHK PROFILE -------
BTAX ATAX
FIELD : BASIN FRUITLAND CQ@L PROFIT TO INV (P/I): ---- e DISCOUNT BTAX ATAX
LSE/BLOCK : UNDISCOUNTED -0.45 0.28 RATE (%) (M$) (M%)
FORMATION : FRUITLAND COAL DISC @ 10.0% -0.60  -0.03 = -----ees 0 meeee-o ool
TOTAL DEPTH: DISC @ 15.0% -0.646 -0.12 0.0 -128. 81
OPERATOR : Unocal INV EFF RATIO (IER): 5.0 -153. 29
AFE # : UNDISCOUNTED -0.45 0.35 10.0 -170. -7
LIFE (YRS) : 29.5 DISC @ 10.0% -0.60 -0.03 15.0 -182. 33
DISC @ 15.0% -0.64 -0.14 20.0 -190. 52
Wl ORI GRI DATE 25.0 -196. 67
100.00000 80.99870 80.99870 JUL 1990 PAYOUT (YEARS) * 6.3
RATE OF RETURN (%) -1000.0 8.8 DISCOUNT DATE : JUL 1990

DISCOUNT METHOD: EFFECTIVE MON

----------- COMMODITY PRICES -------------- -==---- INVESTMENTS (M$) --------- s-=-==----- CASH FLOW (M$) ----------~
BEG END AVG GROSS NET NET
OIL ($/BBL) 0.00 0.00 0.00 LEASEHOLD 0. 0. TOTAL REVENUES 356.
GAS ($/MCF) 1.68 1.42 1.47 DRY HOLE 0. 0. EXPENSES:
NGL ($/BBL) 0.00 0.00 0.00 OPEX (LOE) 106.
SULPHUR ($/TON) 0.00 0.00 0.00 DRILLING 0 0. WORKOVER 0.
COMPLETION 0 0. PLANT 0.
$EQUIV BOE RATIO 6.00 6.00 6.00 PLATFORM 0 0. SEV & ADVAL TAXES 51.
FACILITIES 0 0. INDIRECT 17.
----------- UNIT COST PERFORMANCE -~-------- PIPELINE 0 0. OVERHEAD 25.
GROSS NET PLANT 0 0. NET ABAND/SALV 0.
-------------- GATHERING 0. 0.
OPEX ($/BOE) 2.11 2.61 NET INVESTMENTS 285.
OPEX ($/BOSE) 5.89 7.27 MISC INTAN 199. 199.
F&D ($/BOE) 5.71 7.05 MISC TAN 86. 86. BTAX CASH FLOW -128.
F&D ($/BOSE) 15.88 19.61 INCOME TAXES PAID -209.
ATAX CF ($/BOE) 2.01 TOTAL 285. 285.  ATAX CASH FLOW 81.
ATAX CF ($/BOSE) 5.58 DISC & 10.0% 283. 283. ATAX DISC @ 10.0% -7.
--------------------- RESERVES & PRODUCTION ~-=<==v-------o-c ccccoccooonaoouo-- ASSUMPTIONS & REMARKS -----------ovonn-
----- GROSS -----  +----- NET ------
REMAIN ULT REMAIN ULTY
OIL (MBBLS) 0. 0. 0. 0.
GAS (MMCF) 300. 300. 243, 243.
NGL (MBBLS) 0. 0. a. 0.
SULPHUR (MTONS) 0. 0. 0. 0.
EQUIVALENT RESERVES:
BTU (MBOE) 50. 50. 40. 40.
VALUE (MBOSE) 18. 18. 15. 15.
INITIAL RATE:
OIL (BBLS/DAY) 0. GLOBAL FILES: 1= $UNOCAL1 2= $UNCCALZ
GAS (MCF/DAY) 444, ALTKEY: USA

DATE: 04/22/91 TIME: 13:35:04 RPT FILE: 4 PG # 5 PRJ FILE: P.A. EVAL # 12



PFiP.A. UNOCAL North American Oil & Gas Division DATE: 04/22/91

EVAL #: 12 Economic Report Summary TIME: 13:35:04
AS OF JUL 1, 1990 PAGE : )

NAME : RINCON U. #259 - FT TAXCR

“IELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL
OPERATOR : UNOCAL

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

OIL + COND OlIL + COND PRODUCTION VOLUME {RE: BOE) O+C PRICE  OIL + COND GAS PRICE REVENUE REVENUE
---MBBLS--- --- MBBLS--- ---- MMCF--~ ---- MMCF--- --- EMBBLS-- --- $/8BL--- ----- M$---- --- $/MCF--- ----- ME---- oo M$----
( 6M0)Y1990 0.0 0.0 28.4 23.0 3.8 0.00 0.0 1.91 43.9 43.6
1991 0.0 0.0 32.1 26.0 4.3 0.00 0.0 1.44 37.5 37.5
1992 0.0 0.0 19.9 16.1 2.7 0.00 0.0 1.42 22.8 22.8
1993 0.0 0.0 16.5 13.4 2.2 0.00 0.0 1.42 18.9 18.9
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 13.6 11.0 1.8 0.00 0.0 1.42 15.6 15.6
1996 0.0 0.0 12.7 10.3 1.7 0.00 0.0 1.42 14.5 14.5
1997 0.0 0.0 11.8 9.5 1.6 0.00 0.0 1.42 13.5 13.5
1998 0.0 0.0 1.1 9.0 1.5 0.00 0.0 1.42 12.7 12.7
1999 0.0 0.0 10.5 8.5 1.4 0.00 0.0 1.42 12.1 12.1
2000 0.0 0.0 10.0 8.1 1.4 6.00 0.0 1.42 11.5 1.5
2001 0.0 0.0 9.5 7.7 1.3 0.00 0.0 1.42 10.9 10.9
2002 0.0 0.0 9.0 7.3 1.2 0.00 0.0 1.42 10.4 10.4
2003 0.0 0.0 8.6 6.9 1.2 0.00 0.0 1.42 9.8 9.8
2004 0.0 0.0 8.1 6.6 1.1 0.00 0.0 1.42 9.3 9.3
SUB TOTAL 0.0 0.0 216.6 175.4 29.2 0.00 0.0 1.48 260.4 260.4
REMAINDER 0.0 0.0 83.1 67.3 1.2 0.00 0.0 1.42 95.3 95.3
TOT 29.5 YR 0.0 0.0 299.7 242.7 40.5 0.00 0.0 1.47 355.7 355.7
NET LOE NET NET TOTAL  NET TOTAL NET ADMIN NET TOTAL BTAX INCOME ATAX CUM ATAX

(FIX + VAR) WORKOVR EXP OIRECT EXP TAXES EXPENSE INVESTMENT ~ CASHFLOW  TAXES PAID  CASHFLOW CASHFLOW
----- M$---- -----M$---r -ccc-MB---- c-e-MB---- oo -MBo--- oo oM$e-e- cec-oMBee-- - eaiMBeies coeMe--- o -MB----
( 6M0)1990 1.2 0.0 1.2 5.3 0.5 285.0 -248.1 -67.9 -180.2 -180.2
1991 3.6 0.0 3.6 5.4 1.4 0.0 27.0 -28.0 55.0 -125.2
1992 3.6 0.0 3.6 3.3 1.4 0.0 14.4 -20.7 35.1 -90.1
1993 3.6 0.0 3.6 2.8 1.4 0.0 1.4 -17.6 28.7 -61.3
1994 3.6 0.0 3.6 2.5 1.4 0.0 9.5 -15.8 25.3 -36.1
1995 3.6 0.0 3.6 2.3 1.4 0.0 8.3 -13.7 22.0 -16.1
1996 3.6 0.0 3.6 2.1 1.4 0.0 7.4 -10.3 17.6 3.6
1997 3.6 0.0 3.6 2.0 1.4 0.0 6.5 -8.4 14.9 18.5
1998 3.6 0.0 3.6 1.9 1.4 0.0 5.8 -6.7 12.5 31.0
1999 3.6 0.0 3.6 1.8 1.4 0.0 5.3 -6.5 1.7 42.7
2000 3.6 0.0 3.6 1.7 1.4 0.0 4.8 -6.2 11.0 53.7
2001 3.6 0.0 3.6 1.6 1.4 0.0 4.3 -6.0 10.3 64.0
2002 3.6 0.0 3.6 1.5 1.4 0.0 3.8 -5.8 9.6 73.6
2003 3.6 0.0 3.6 1.4 1.4 0.0 3.4 1.3 2.1 75.7
2004 3.6 0.0 3.6 1.4 1.4 0.0 2.9 1.1 1.8 77.5
SUB TOTAL 51.6 0.0 51.6 37.0 20.5 285.0 -133.8 -211.3 77.5 77.5
REMAINDER 54.0 0.0 54.0 14.0 21.5 0.0 5.8 2.2 3.6 g
TOT 29.5 YR 105.6 0.0 105.6 51.0 42.0 285.0 -127.9 -209.1 81.1 8.1
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F:P.A. UNOCAL North American Oil & Gas Division DATE: 04/22/91

VAL #: 12 Economic Report Summary TIME: 13:35:07
AS OF JUL 1, 1990 PAGE: 8

AME : RINCON U. #259 - FT TAXCR

1ELD : BASIN FRUITLAND COAL

NTY, STATE: NEW MEXICO
‘ORMATION : FRUITLAND COAL

JPERATOR  : UNOCAL

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

................................................. M$_ -
. 6M0)1990 33484.9 22.8 0.840 0.000 22.8
1991 37835.2 25.7 0.840 0.000 25.7
1992 23447.6 16.0 0.840 0.000 16.0
1993 19458.8 13.2 0.840 0.000 13.2
1994 17514.8 11.9 0.840 0.000 1.9
1995 16062.1 10.9 0.840 0.000 10.9
1996 14937.8 10.2 0.840 0.000 10.2
1997 13893.1 9.5 0.840 0.000 9.5
1998 13079.6 8.9 0.840 0.000 8.9
1999 12625.6 8.5 0.840 0.000 8.5
2000 11804.3 8.0 0.840 0.000 8.0
2001 11214.1 7.6 0.840 0.000 7.6
2002 10653.4 7.2 0.840 0.000 7.2
2003 10120.7 0.0 0.000 0.000 0.0
2004 9614.7 0.0 0.000 0.000 0.0
SUB TOTAL 255546.6 160.4 0.840 0.000 160.4
REMAINDER 98045.5 0.0 0.000 0.000 0.0
70T 29.5 YR 353592.0 160.4 0.840 0.000 160.4



GLOBAL FILE: $SUNOCAL1

EVALUATION #12 IN PROJECT FILE "P.A. " 04/22/91 13:34:23
10 IDENT 30 25 u091205

20 DATES JUL 1990 JUL 1990 SEP 1990

30 NAME URINCON U. #259 - FT TAXCR "

40 FIELD "BASIN FRUITLAND COAL "

50 CNTYSTATE “NEW MEX1CO "

50 FORMATION “FRUITLAND COAL "

70 OPERATOR “YUNOCAL "

30 ECONOMICS ELIM
70 OWNERSHIP 1. 0.809987

120 COMMENT "PROD DECLINE BASED ON AVG WELL CASE
130 COMMENT "FIRST 6 MONTHS = ACTUAL PROD.

140 GPROD P MON 13.321 5.51 4.428 5.118 4.003 3.418
150 GPROD * EXP * * * 60, 6.

160 GPROD * EXP * * * 28, 14.

170 GPROD * EXP * * * 10, 25.

180 GPROD * EXp * * * 7, 36,

190 GPROD * EXp * * * 5,

210 TAN 1 MON 86000. 0. O.

220 INTAN 1 MON 199000. O.

240 PRGAS P MON 1.42 1.68 1.82 1.89 1.38
260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT P CON 300.

320 AVALPS * CON 3.5

*** START OF INSERT FILE C-TAX

10 COMMENT WASSUMES CONSTANT $.84 TAX CREDIT

20 COMMENT "T0 2003

30 TEMPI * CON 0.

40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

60 FACTOR 1.18 TEMP1

70 TEMPS JAN 1990 CON 0.84

80 TEMPS JAN 2003 CON 0.

%0 CADD TEMP2  TEMP1

100 CFACTOR TEMPS  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

*** END OF INSERT FILE
370 ULTIMATE GPROD 520.

GLOBAL FILE: $UNOCAL2



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 27 NORTH, RANGE 6 WEST, N.M.P.M.
Section 19: North/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #263 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #263 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on nine months of actual production
history from the Rincon Unit #263 well which first delivered on
September 21, 1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991.qzé;/bh~—kﬂ

Bill Hering
District Petroleum Engineer
Union 0il Company of California




Well Summary

Well Name: Rincon Unit #263

Location: 1369/FNL, 1015’FEL, Sec 19, T27N, R6W

Elevation: 6481’ GL

Total Depth: 3078’

Lease Number: SF-079366

Pool/Formation: Basin Fruitland Coal Gas N

Spud Date: 6-28-90

Completion Date: 7-14-90

1st Delivery Date: 9-21-90

Perf’d Interval: 2873-2876, 2887-28%90, 28387-2902, 2504-2906,
2978-2982, 2984-2987, 2989-2999, 3001-3014.

Geologic Summary

The Fruitland Formation was deposited in a coastal plain environment
landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary
The Rincon Unit #263 was drilled and completed by Union 0il Company of

California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 360 feet and cemented with 350 sacks
to surface. Production casing measuring 4-1/2" was then set at 3077
feet and cemented in two stages to surface with 800 sacks cement.
After drilling out to PBTD of 3075’ the upper and lower coal zones
were perforated from 2873’/-3014’ with 4 shots per foot and fracture
stimulated with 260,000# 20/40 sand, 1.08 MMSCF N2 and 25,434 gallons
cross-linked gel water. The recorded initial potential and 24 hour
shut-in pressure were 265 MCFD and 360 psi, respectively. The well was
first delivered to the E1 Paso Natural Gas pipeline system on
September 21, 1990. The current deliverability for the well against a
150# line pressure is 60 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.45 Bcf.



Net Pay: 51 ft

Drainage area: 160 acres

Gas Content: 161 SCF/ton

Tonnage Factor: 2037 tons/acre-feet (from density log)
Recovery Factor: 17%

Economics .

Completion Cost: $276,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 219 MCFD, Current - 41 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 11.4 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the N/2 Section 19, T27N-
R6W, comprising 320 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO befoge me, this ersigned
authority, on this day of Q%b§k: Cﬁéﬁggg ﬁiaj .

Ay
Notary blic in and for
San Juan County, New Mexico

My Col\;?\i\j/s(/i{g\’Expires :
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RINCON UNIT #263
RIO ARRIBA COUNTY, NEW MEXICO
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UNOCAL North American Qil & Gas Division
Economic Report Summary

REGION: Southwestern DISTRICT: Farmington CNTYSTATE: New Mexico

PROJECT NAME: RINCON U. #263 - FT TAXCR LOCATICON:

EFFECTIVE DATE: FEB 0

PROPOSED BY

BUDGET CATEGORY:
BUDGET PRIORITY:

-------------- IDENTIFICATION ------------- -~------- PROFIT INDICES --------- ------- PRESENT WORTH PROFILE -------
BTAX ATAX
FIELD : BASIN FRUITLAND COAL PROFIT TO INV (P/I): ~---- ... DISCOUNT BTAX ATAX
LSE/BLOCK UNDISCOUNTED -0.61 0.06 RATE (%) (M$) (M%)
FORMATION : FRUITLAND COAL DISC @ 10.0% -0.75 0,23 meemseee 0 seeecee eeaall.
TOTAL DEPTH: DISC @ 15.0% -0.79 -0.31 0.0 -160 16.
OPERATOR : Unocal INV EFF RATIO (IER): 5.0 -180 -29.
AFE # UNDISCOUNTED -0.61 0.07 10.0 -193 -59.
LI1FE (YRS) : 27.4 DISC @& 10.0% -0.75 -0.28 15.0 -202 -80.
DISC @ 15.0% -0.79 -0.38 20.0 -208 -96.
Wl OR1] GRI DATE 25.0 -212 -107.
100.00000 80.99870 80.99870 JUL 1990 PAYOUT (YEARS) * 1.4
RATE OF RETURN (%) -1000.0 1.6 DISCOUNT DATE : JUL 1990
DISCOUNT METHOD: EFFECTIVE MON
----------- COMMODITY PRICES -------------- ------- INVESTMENTS (M$) --------- -------~-- CASH FLOW (M$) -----------
BEG END AVG GROSS NET NET
oIL ($/BBL) 0.00 0.00 LEASEHOLD 0. 0. TOTAL REVENUES 266.
GAS ($/MCF) 1.88 1.42 1.46 DRY HOLE 0. EXPENSES:
NGL ($/BBL) .00 0.00 0.00 OPEX (LOE) 98.
SULPHUR ($/TON) 0.00 0.00 0.00 DRILLING 0. 0. WORKOVER 0.
COMPLETION 0. 0. PLANT 0.
$EQUIV BOE RATIO 6.00 6.00 6.00 PLATFORM 0. 0. SEV & ADVAL TAXES 38.
FACILITIES 0. 0. INDIRECT 8.
----------- UNIT COST PERFORMANCE --------- PIPELINE 0. 0. OVERHKEAD 21.
GROSS NET PLANT 0. 0. NET ABAND/SALV 0.
-------------- GATHERING 0. 0.
OPEX (%$/BOE) 2.61 3.22 NET INVESTMENTS 260.
OPEX ($/BOSE) 6.82 8.42 MISC INTAN 169. 169.
F&D ($/BOE) 6.92 8.55 MISC TAN 91. 91. BTAX CASH FLOW -160.
F&D ($/BOS$E) 18.08 22.32 INCOME TAXES PAID -175.
ATAX CF (3$/BOE) 0.52 TOTAL 260. 260. ATAX CASH FLOW 16.
ATAX CF ($/BOS3E) 1.36 DISC & 10.0% 258. 258. ATAX DISC @ 10.0% -59.
--------------------- RESERVES & PRODUCTION =-------==--------- ------------------. ASSUMPTIONS & REMARKS -------------...
----- GROSS ~----- ------ NET ------
REMAIN ULT REMAIN ULT
OlL (MBBLS) 0. 4] 0 0.
GAS (MMCF) 225. 225. 183. 183.
NGL (MBBLS) 0. 0 0 0.
SULPHUR (MTONS) 0. 0 0 0.
EQUIVALENT RESERVES:
BTU (MBOE) 38. 38. 30. 30.
VALUE (MBOS$E) 14. 14. 12. 12.
INITIAL RATE:
OIL (BBLS/DAY) 0. GLOBAL FILES: 1= SUNOCAL1 2= SUNOCAL2
GAS (MCF/DAY) 67. ALTKEY: USA
DATE: 06/25/91 TIME: 14:49:38 RPT FILE: 4 PG # 1 PRJ FILE: P.A. EVAL # 26



,LOBAL FILE: $UNOQCAL1

VALUATION #26 IN PROJECT FILE "P.A. " 06/25/91 14:49:04
0 IDENT "30 25 u091205

‘0 DATES JUL 1990 JuL 1990 SEP 1990

0 NAME “"RINCON U. #263 - FT TAXCR "

.0 FIELD "BASIN FRUITLAND COAL "

>0 CNTYSTATE "NEW MEXICO "

50 FORMATION "FRUITLAND COAL "

"0 OPERATOR "UNOCAL "

‘0 ECONOMICS ELIM
/0 OWNERSHIP 1. 0.809987

120 COMMENT "'PROD DECLINE BASED ON AVG WELL CASE !
130 COMMENT MFIRST @ MONTHS = ACTUAL PROD. "
140 GPROD P MON 1.997 3.007 2.018 2.502 1.846 1.313 1.333 1.207 1.283
170 GPROD * EXP * * * 10, 2.

180 GPROD * EXP * * * 7, 36.

190 GPROD * EXP * * * 5,

210 TAN 1 MON 91000. 0. 0. O.

220 INTAN I MON 169000. 0.

230 COMMENT "FIRST 9 MONTHS = ACTUAL GAS PRICES "
240 PRGAS P MON 1.59 1.59 1.88 2.26 2.2 1.66 1.34 1.04 1.04

260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT p CON 300.

320 AVALPS * CON 3.5

“** START OF INSERT FILE C-TAX

10 COMMENT YASSUMES CONSTANT $.84 TAX CREDIT "
20 COMMENT "TO 2003 "
30 TEMPI * CON 0.

40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

50 FACTOR 1.18 TEMP1

70 TEMPS JAN 1990 CON 0.84

80 TEMPS JAN 2003 CON 0.

90 CADD TEMP2  TEMPI

100 CFACTOR TEMPS  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

*%* END OF INSERT FILE

GLOBAL FILE: SUNOCALZ2



F:P.A.

VAL #: 26

AME : RINCON U. #263 - FT TAXCR
IELD : BASIN FRUITLAND CDAL

INTY, STATE: NEW MEXICO

UNOCAL North American Oil & Gas Division

ORMATION : FRUITLAND COAL

PERATOR : UNOCAL
GROSS PROD NET VOLUME GROSS GAS
OIL + COND OIL + COND PRODUCTION
---MBBLS--- --- MBBLS--- ---- MMCF

. 6M0)1990 0.0 0.0 9.5
1991 0.0 0.0 15.7
1992 0.0 0.0 14.2
1993 0.0 0.0 13.2
1994 0.0 0.0 12.3
1995 0.0 0.0 11.6
1996 0.0 0.0 1.0
1997 0.0 0.0 10.5
1998 0.0 0.0 10.0
1999 0.0 0.0 9.5
2000 0.0 0.0 9.0
2001 0.0 0.0 8.5
2002 0.0 0.0 8.1
2003 0.0 0.0 7.7
2004 0.0 0.0 7.3

SUB TOTAL 0.0 0.0 158.0

REMAINDER 0.0 0.0 7.4

TOT 27.4 YR 0.0 0.0 225.4

NET LOE NET NET TOTAL
(FIX + VAR) WORKOVR EXP DIRECT EXP
----- M$---- -----M$---- -----M}

( 6M0Y1990 1.2 0.0 1.2
1991 3.6 0.0 3.6
1992 3.6 0.0 3.6
1993 3.6 0.0 3.6
1994 3.6 0.0 3.6
1995 3.6 0.0 3.6
1996 3.6 0.0 3.6
1997 3.6 0.0 3.6
1998 3.6 0.0 3.6
1999 3.6 0.0 3.6
2000 3.6 0.0 3.6
2001 3.6 0.0 3.6
2002 3.6 0.0 3.6
2003 3.6 0.0 3.6
2004 3.6 0.0 3.6

SuUB TOTAL 51.6 0.0 51.6
REMAINDER 46.5 0.0 46.5
10T 27.4 YR 98.1 0.0 98.1

DATE: 06/25/91

Economic Report Summary TIME: 14:49:39
AS OF JuL 1, 1990 PAGE: 2

NET GAS NET EQ PROD EFFECTIVE NET REV EFFECTIVE NET GAS NET TOTAL

VOLUME (RE: BOE) O+C PRICE  OIL + COND GAS PRICE REVENUE REVENUE
F--- --- EMBBLS-- --- $/BBL--- ----- M$---- --- $/MCF--=~ ~--~- M$---o -~--- M$----
7.7 1.3 0.00 0.0 2.16 16.6 16.6
12.7 2.1 0.00 0.0 1.58 20.2 20.2
1.5 1.9 0.00 0.0 1.42 16.2 16.2
10.7 1.8 0.00 0.0 1.42 15.1 15.1
9.9 1.7 0.00 0.0 1.42 141 14.1
9.4 1.6 0.00 0.0 1.42 13.3 13.3
8.9 1.5 0.00 0.0 1.42 12.7 12.7
8.5 1.4 0.00 0.0 1.42 12.0 12.0
8.1 1.3 0.00 0.0 1.42 11.4 1.4
7.7 1.3 0.00 0.0 1.42 10.8 10.8
7.3 1.2 0.00 0.0 1.42 10.3 10.3
6.9 1.2 0.00 0.0 1.42 9.8 9.8
6.6 1.1 0.00 0.0 1.42 9.3 9.3
6.2 1.0 0.00 0.0 1.42 8.8 8.8
5.9 1.0 0.00 0.0 1.42 8.4 8.4
128.0 21.3 0.00 0.0 1.48 189.1 189.1
54.6 9.1 0.00 0.0 1.42 77.3 77.3
182.6 30.4 0.00 0.0 1.46 266 .4 266.4
NET TOTAL NET ADMIN NET TOTAL BTAX INCOME ATAX CUM ATAX
TAXES EXPENSE INVESTMENT CASHFLOW TAXES PAID CASHFLOW CASHFLOW
--------- Mp---- -----M3---- co-e-MBe--- ee-oMBe--e ceeoMEe-es oo MS----
1.9 0.4 260.0 -246.8 -53.8 -193.0 -193.0
2.8 1.1 0.0 12.8 -20.1 32.9 -160.1
2.4 1.1 0.0 9.2 -17.8 27.0 -133.2
2.2 1.1 0.0 8.2 -15.6 23.8 -109.3
2.1 1.9 0.0 7.3 -14.0 21.3 -88.0
2.0 1.1 0.0 6.7 -12.4 19.1 -68.9
1.9 1.1 0.0 6.1 -9.6 15.7 -53.2
1.8 1.1 0.0 5.6 -7.8 13.4 -39.8
1.7 1.1 0.0 5.1 -6.1 1A -28.6
1.6 1.1 0.0 4.6 -5.9 10.4 -18.2
1.5 1.1 0.0 4.1 -5.7 9.8 -8.4
1.4 1.1 0.0 3.7 -5.5 9.1 0.7
1.4 1.1 0.0 3.3 -5.3 8.5 9.2
1.3 1.1 0.0 2.9 1.1 1.8 1.0
1.2 1.1 0.0 2.5 6.9 1.5 12.5
27.0 15.5 260.0 -165.0 -177.5 12.5 12.5
1.3 14.0 0.0 5.4 2.1 3.4 15.9
38.3 29.5 260.0 -159.5 -175.4 15.9 15.9



DATE: 06/25/91

UNOCAL North American Oil & Gas Division

F:P.A.

Economic Report Summary

16:49:40

TIME:
PAGE:

26

VAL #:

1, 1990

AS OF JUL

: RINCON U. #263 - FT TAXCR
: BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO

AME

IELD

: FRUITLAND COAL

: UNGCCAL

ORMATION
‘PERATOR

NET TRANS  NET ABAND

+TREAT+COMP & SALVAGE

NET PLANT
OPER EXP

NET NGL NET
SULPHUR

REVENUE

EFFECTIVE
NGL PRICE

NET NGL

NUMBER

OPER EXP GROSS WELLS

GROSS TOTAL TOTAL GROSS

INVESTMENT

VOLUME
coc-M$ee-- -e--eM$e--- --e--c-co-c ---MBBLS--- -=-$/BBL--- --- -M§-<-- --M-TONS--- --c--MBrr-c coc-oMBoe-- <----MEe---

0.0

0.0
0.0
0.0
0.0

0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0

0.0

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.0
0.0
0.0

0.0

.0
.0
.0
.0

1
1
1
1

.2

1
3.6

260.0

. 6M0)1990

0.0

0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

1991

0.0

6.0
0.0
0.0

3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6

51

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

0.0

0.0
0.0

0.0
0.0

0.0
0.0
0.0

0.0

0.0

1.0

1

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0

0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

1.0
1.0
1.0

4

0.0

0.0

0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0

0.0

0.0

0.0

0.0
0.0
0.9

0.0

1.0

1
1
1
1
1

0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

.0

0.0
0.0
0.0
0.0

2002

.0
.0
.0

2003
2004
SUB TOTAL
REMAINDER

0.0
0.0
0.0
0.0

0.0
0.0

0.0

260.0

0.0

0.0

0.0
0.0

0.0
0.0

46.5

0.0

260.0

0.0

0.0

98.1

10T 27.4 YR

IDC
AMORT

TAX

DEPLETION
ereeM$eeee eneeMEe---

NET NET NET NET TAX
FACILITIES  PLATFORM PIPELINE

COMPLETION

NET

DRILLING
oo MEenes seeM§eees secasMEoses cecosMBeecs ccesoMBeces seccM$eees oo oM$ooe- s -MEese-

NET
DRY HOLE

NET
LEASEHOLD

DEPREC

3.4
10.1

0.0
C.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

13.0
0.0

0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0

0.0

0.0
0.0

0.0
0.0
0.0

0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

( 6M0)1990

22.3

¢.0
0.0

1991

10.1

15.9

0.0
0.0
0.0

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

10.1

11.4

0.0

0.0

0.0
0.0
0.0
0.0
0.0

10.1

8.1

0.0

0.0

0.0

6.8
0.0
0.0

8.1

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0

8.1

0.0
0.0

0.0

4.1

0.0

0.0
0.0
0.0

0.0

¢.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

91

0.0

0.0
0.0

6.0
0.0

0.0

0.0
0.0

0.0

0.0
0.0
.0
0.0
0.0

0.0

0.0
0.0
0.0

0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0

0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0

0.0

0.0
0.0

2002
2003

0.0
0.0

0.0

0.0
0.0

0.0
0.0

0.0
0.0
0.0

2004
SUB TOTAL
REMAINDER
TOT 27.4 YR

5C.7
¢.0
50.7

0.0

0.0

0.0
0.0

0.0
0.0

0.0
0.0
0.0

0.0
0.0

8.0

91.0

0.0

0.0

0.0

0.0



SFLPLA. UNOCAL North American Oil & Gas Division DATE: 06/25/%1

VAL #: 26 Economic Report Summary TIME: 14:49:41
AS OF JUL 1, 1990 PAGE: 4

1AME : RINCON U, #263 - FT TAXCR

“TELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
ORMATION : FRUITLAND COAL

JPERATOR : UNOCAL

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

..................................... R Y VL S
( 6M0)1990 11238.3 7.6 0.840 0.000 7.6
1991 18566.8 12.6 0.840 0.000 12.6
1992 16705.8 11.4 0.840 0.000 1.4
1993 15536.4 10.6 0.840 0.000 10.6
1994 14475.0 9.8 0.840 0.000 9.8
1995 13700.6 9.3 0.840 0.000 9.3
1996 13015.6 8.9 0.840 0.000 8.9
1997 12364.8 8.4 0.840 0.000 8.4
1998 11746.6 8.0 0.840 0.000 8.0
1999 11159.2 7.6 0.840 0.000 7.6
2000 10601.3 7.2 0.840 0.000 7.2
2001 10071.2 6.9 0.840 0.000 6.9
2002 9567.7 6.5 0.840 0.000 6.5
2003 9089.3 0.0 0.000 0.000 0.0
2004 8634.8 0.0 0.000 0.000 0.0
SUB TOTAL 186473 .4 114.8 0.840 0.000 114.8
REMAINDER 79481.0 0.0 0.000 0.000 0.0
10T 27.4 YR 265954.3 114.8 0.840 0.000 114.8



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 27 NORTH, RANGE 6 WEST, N.M.P.M.
Section 19: South/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #264 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #264 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on six months of actual production
history from the Rincon Unit #264 well which first delivered on
September 7, 1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991

Bill Hering :J
District PetroYeum Engineer

Union 0Oil Company of California




Well Summary

Well Name: Rincon Unit #264

Location: 1200’/FSL, 798’FWL, Sec 19, T27N, R6W

Elevation: 6575’ GL

Total Depth: 3122/

Lease Number: SF-079366

Pool/Formation: Basin Fruitland Coal Gas .

Spud Date: 6-18-90

Completion Date: 7-14-90

1st Delivery Date: 9-7-90

Perf’d Interval: 2939-2945, 2949-2953, 2956-2960, 2961-2963,
2964-2968, 2997-3002, 3024-3043, 3045-3060.

Geologic Summary

The Fruitland Formation was deposited in a coastal plain environment
landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary
The Rincon Unit #264 was drilled and completed by Union 0il Company of

California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 358 feet and cemented with 350 sacks
to surface. Production casing measuring 4-1/2" was then set at 3119
feet and cemented in two stages to surface with 788 sacks cement.
After drilling out to PBTD of 3114’ the upper and lower coal zones
were perforated from 2939’-3060’ with 4 shots per foot and fracture
stimulated with 304,000%# 20/40 sand, 1.27 MMSCF N2 and 30,150 gallons
cross-linked gel water. The recorded initial potential and 24 hour
shut-in pressure were 219 MCFD and 505 psi, respectively. The well was
first delivered to the El1 Paso Natural Gas pipeline system on
September 7, 1990. The current deliverability for the well against a
150# line pressure is 40 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.48 Bcf.



Net Pay: 59 ft

Drainage area: 160 acres

Gas Content: 150 SCF/ton

Tonnage Factor: 2023 tons/acre-feet (from density log)
Recovery Factor: 17%

Economics .

Completion Cost: $268,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 82 MCFD, Current - 38 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 11.4 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the S/2 Section 19, T27N-
R6W, comprising 320.00 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO beforé\m this a 'gned
authority, on this day of 6)[\&; a&&&]}%ﬁ?]{ .

N' 7
Notary Public in and for
San Juan County, New Mexico

My CT ﬂ)?ibén Expires:
' X
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RINCON UNIT #264
RIO ARRIBA COUNTY, NEW MEXICO

Gas Production (MCFD)
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REGION: Southwestern

PROJECT NAME:

BUDGET CATEGORY:
BUDGET PRIORITY:

FIELD : BASIN FRUITLAND COAL

LSE/BLOCK

FORMATION : FRUITLAND COAL

TOTAL DEPTH:
OPERATOR : Unocal
AFE #

LIFE (YRS) : 28.9

Wl ORI
100.00000 80.99870

oIlL ($/BBL)
GAS ($/MCF)
NGL ($/8BL)

SULPHUR ($/TON)

$EQUIV BOE RATIO

GRI

DATE

80.99870 JUN 1990

BEG

6.00

----------- UNIT COST PERFORMANCE

OPEX ($/BOE)
OPEX ($/BO%E)
F&D ($/BOE)
F&D ($/BOSE)
ATAX CF ($/BOE)
ATAX CF ($/BOSE)

OIL (MBBLS)

GAS (MMCF)

NGL (MBBLS)
SULPHUR (MTONS)

EQUIVALENT RESERVES:
BTU (MBOE)
VALUE (MBOSE)

INITIAL RATE:
OIL (BBLS/DAY)
GAS (MCF/DAY)

GROSS

UNOCAL North American Oil & Gas Division
Economic Report Summary

DISTRICT: Farmington CNTYSTATE: New Mexico

RINCON U. #264 - FT TAXCR LOCATION:

EFFECTIVE DATE: FEB 0
PROPOSED BY

--------- PROFIT INDICES --------- =------ PRESENT WORTH PROFILE -------
BTAX ATAX
PROFIT TO INV (P/1): ~---- - DISCOUNT BTAX ATAX
UNDISCOUNTED -0.63 0.06 RATE (%) (M%) (M3
DISC @ 10.0% -0.77  -0.24  seeeeees 0 eeeeeee oo
DISC @ 15.0% -0.81 -0.32 0.0 -169. 17
INV EFF RATIO (IER): 5.0 -190. 31
UNDISCOUNTED -0.63 0.08 10.0 -204. 63
DISC @ 10.0% -0.77  -0.29 15.0 -213. -85
DISC @ 15.0% -0.81 -0.40 20.0 -220. =102
25.0 -224. =114
PAYOUT (YEARS) * 1.4
RATE OF RETURN (%) -1000.0 1.6 DISCOUNT DATE : JUN 1990

DISCOUNT METHOD: EFFECTIVE MON

------- INVESTMENTS (M$) --------- m--------- CASH FLOW (M$) -----------
GROSS NET NET
LEASEHOLD 0. 0. TOTAL REVENUES 285S.
DRY HOLE 0. 0. EXPENSES:
OPEX (LOE) 103,
DRILLING 0 0. WORKOVER 0.
COMPLETION o} 0. PLANT 0.
PLATFORM 0. 0. SEV & ADVAL TAXES 4
FACILITIES 0. 0. INDIRECT 17.
PIPELINE 0. 0. OVERHEAD 24,
PLANT 0 0. NET ABAND/SALV 0.
GATHERING 0 0.
NET INVESTMENTS 268.
MISC INTAN 188. 188.
MISC TAN 80. 80.  BTAX CASH FLOW -169.
INCOME TAXES PAID -186.
TOTAL 268. 268.  ATAX CASH FLOW 17.
DIsC @ 10.0% 266. 266.  ATAX DISC @ 10.0% -63.
----------------------------------- ASSUMPTIONS & REMARKS ----------v-vn--n
------ NET ------
REMAIN ULT
0. 0
199. 199.
0. 0.
0. 0
33. 33.
1. 1.
GLOBAL FILES: 1= $UNOCAL1 2= $UNOCAL2
ALTKEY: USA
RPT FILE: 4 PG # 25 PRJ FILE: P.A. EVAL # 17

DATE: 04/22/91

---- GROSS -----
EMAIN ULTY
0. 0.
246. 246.
0. 0.
0. 0.
41. 41.
14. 14.
0.
82.
TIME: 13:38:04



SEiP LA UNOCAL North American Qil & Gas Division DATE: 04/22/91

VAL #: 17 Economic Report Summary TIME: 13:38:04
AS OF JUN 1, 1990 PAGE - 24

AME : RINCON U. #264 - FT TAXCR

S1ELD : BASIN FRUITLAND COAL

INTY, STATE: NEW MEXICO
‘ORMATION : FRUITLAND COAL
JPERATOR @ UNOCAL

GROSS PROD NET VOLUME GROSS GAS NET GAS  NET EQ PROD EFFECTIVE NET REV EFFECTIVE NET GAS NET TOTAL
OIL + COND OIL + COND PRODUCTION VOLUME (RE: BOE) O+C PRICE OIL + COND GAS PRICE REVENUE REVENLE

---MBBLS--~- --- MBBLS--- ---- MMCF--- ---- MMCF--- --- EMBBLS-- --- $/8BL--- ----- ME---- --- $/MCF--- ----- M$---- ----- ME- .- -

. 7MD)1990 0.0 0.0 7.5 6.1 1.0 0.00 0.0 1.88 1.4 11,4
1991 0.0 0.0 16.6 13.5 2.2 0.00 0.0 1.43 19.3 19.3
1992 0.0 0.0 15.4 12.5 2.1 0.00 0.0 1.42 17.7 7.7
1993 0.0 0.0 14.3 11.6 1.9 0.00 0.0 1.42 16.5 16.5
1994 0.0 0.0 13.3 10.8 1.8 0.00 0.0 1.42 15.3 15.3
1995 0.0 0.0 12.5 10.1 1.7 0.00 0.0 1.42 14.4 14.4
1996 0.0 0.0 1.9 9.6 1.6 0.00 0.0 1.42 13.6 13.6
1997 0.0 0.0 11.3 9.2 1.5 0.00 0.0 1.42 13.0 13.0
1998 0.0 0.0 10.7 8.7 1.4 0.00 0.0 1.42 12.3 12.3
1999 0.0 0.0 10.2 8.3 1.4 0.00 0.0 1.42 1.7 1.7
2000 0.0 0.0 9.7 7.8 1.3 0.00 0.0 1.42 1. 11.1
2001 0.0 0.0 9.2 7.5 1.2 0.00 0.0 1.42 10.6 10.6
2002 0.0 0.0 8.7 7.1 1.2 0.00 0.0 1.42 10.0 1c.0
2003 0.0 0.0 8.3 6.7 1.1 0.00 0.0 1.42 9.5 9.5
2004 0.0 0.0 7.9 6.4 1.1 0.00 0.0 1.42 9.0 9.0
SUB TOTAL 0.0 0.0 167.7 135.8 22.6 0.00 0.0 1.44 195.4 195.4
REMAINDER 0.0 0.0 78.0 63.2 10.5 0.00 0.0 1.42 89.5 83%.5
TOT 28.9 YR 0.0 0.0 245.7 199.0 33.2 0.00 0.0 1.43 284.9 284.9
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 CASHFLCw

----- M$---- cc=--MP-c-v -ccu-MBooc- -----ME--- oo -MBoe-- ---oMBo-o- -o-o-MBo-- co-ceMBocic oo oMEeoo- oo oM$----

( 7M0)1990 1.2 0.0 1.2 1.4 0.5 268.0 -259.7 -58.6 -201.0 -201.0
1991 3.6 0.0 3.6 2.8 1.4 0.0 1.5 -20.7 32.2 -168.8
1992 3.6 0.0 3.6 2.6 1.4 0.0 10.1 -18.2 28.2 -140.6
1993 3.6 0.0 3.6 2.4 1.4 0.0 9.0 -16.2 25.2 -115.4
1994 3.6 0.0 3.6 2.2 1.4 0.0 8.0 -14.7 22.7 -92.7
1995 3.6 0.0 3.6 2.1 1.4 0.0 7.2 -12.9 20.1 -72.6
1996 3.6 0.0 3.6 2.0 1.4 0.0 6.6 -9.8 16.4 -56.2
1997 3.6 0.0 3.6 1.9 1.4 0.0 6.0 -8.1 14.2 -42.1
1998 3.6 0.0 3.6 1.8 1.4 0.0 5.5 -6.5 12.0 c.1
1999 3.6 0.0 3.6 1.7 1.4 0.0 4.9 -6.3 1.3 12.8
2000 3.6 0.0 3.6 1.6 1.4 0.0 4.4 -6.1 10.5 -8.3
2001 3.6 0.0 3.6 1.5 1.4 0.0 4.0 -5.9 9.9 1.6
2002 3.6 0.0 3.6 1.5 1.4 0.0 3.5 -5.7 9.2 ‘c.8
2003 3.6 0.0 3.6 1.4 1.4 0.0 3.1 1.2 1.9 12.7
2004 3.6 0.0 3.6 1.3 1.4 0.0 2.7 1.0 1.7 1.3

SUB TOTAL 51.6 0.0 51.6 28.4 20.5 268.0 -173.1 -187.4 1.3 L3
REMAINDER 51.6 0.0 51.6 13.1 20.5 0.0 4.2 1.6 2.6 17.0
10T 28.9 YR 103.2 0.0 103.2 41.5 41.1 268.0 -168.8 -185.8 17.0 17.3



PFiP.A, UNOCAL North American Ol & Gas Division DATE: 04/22/9°

IVAL #: 17 Economic Report Summary TIME: 13:38:C5
AS OF JUN 1, 1990 PAGE : e?

“JAME T RINCON U. #264 - FT  TAXCR

SlELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL
OPERATOR @ UNOCAL

GROSS TOTAL TOTAL GROSS NUMBER NET NGL EFFECTIVE NET NGL NET NET PLANT  NET TRANS  NET ABAND

INVESTMENT  OPER EXP GROSS WELLS VOLUME NGL PRICE REVENUE SULPHUR OPER EXP +TREAT+COMP & SALVAGE

----- MB-on --ve-M-oo- --ec-nc-av- ---MBBLS--- ---$/BBL--- -----M$---- --M-TONS--- -----M$2--ns -o--oMBo-o- oo oMb

( 7M0)1990 268.0 1.2 1.0 0.0 0.00 0.0 0.0 0.0 0.0 ¢.l
1991 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 2.¢C
1992 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 c.e
1993 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1994 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1995 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1996 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1997 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.¢
1998 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 c.C
1999 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2000 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2001 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2002 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2003 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2004 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
$UB TOTAL 268.0 51.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
REMAINDER 0.0 51.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 c.0
10T 28.9 YR 268.0 103.2 1.0 0.0 0.00 0.0 0.0 0.0 0.0 ¢.0

NET NET NET NET NET NET NET TAX TAX 10C
LEASEHOLD DRY HOLE DRILLING COMPLETION FACILITIES PLATFORM PIPELINE DEPREC DEPLETION AMORT

----- M$-e-e c----MB---- -----MP---- -----ME---- - oME---- oMo cecooMBe--- -oo-eMB-o-- - oM$-- oo MG
( 7M0)1990 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.4 0.0 3.8
1991 0.0 0.0 0.0 0.0 0.0 0.0 0.0 19.6 0.0 1.3
1992 0.0 0.0 0.0 0.0 0.0 0.0 0.0 14.0 0.0 1.3
1993 0.0 0.0 0.0 0.0 0.0 0.0 0.0 10.0 0.0 1.3
1994 0.0 0.0 0.0 0.0 0.0 0.0 0.0 7.1 0.0 1.3
1995 0.0 0.0 0.0 0.0 0.0 0.0 0.0 7.1 0.0 7.5
1996 0.0 0.0 0.0 0.0 0.0 0.0 0.0 7.1 0.0 0.0
1997 0.0 0.0 0.0 0.0 0.0 0.0 0.0 3.6 0.0 c.0
1998 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2
1999 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2.0
2000 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 e.c
2001 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
2002 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 £.C
2003 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.¢
2004 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.¢
sU8 TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0 80.0 0.0 SL.
REMAINDER 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 C.¢
TOT 28.9 YR 0.0 0.0 0.0 0.0 0.0 0.0 0.0 80.0 0.0 56.4



F:P.A. UNOCAL North American Oil & Gas Division DATE: 04/22/91

VAL #: 17 Economic Report Summary TIME: 13:38:06
AS OF JUN 1, 1990 PAGE : 28

AME : RINCON U. #264 - FT TAXCR

IELD : BASIN FRUITLAND COAL

NTY, STATE: NEW MEXICO
ORMATION : FRUITLAND COAL

PERATOR 1 UNQCAL

TEMP TEMP TEMP TEMP NET CREDITS
#1 #2 #5 #6 INPUT
................................................. ME---- \

7M0)1990 8840.6 6.0 0.840 0.000 6.0
1991 19645.6 13.4 0.840 0.000 13.4
1992 18204.9 12.4 0.840 0.000 12.4
1993 16928.6 11.5 0.840 0.000 11.5
1994 15743.6 10.7 0.840 0.000 10.7
1995 14771.4 10.1 0.840 0.000 10.1
1996 14031.8 9.5 0.840 0.000 9.5
1997 13330.2 9.1 0.840 0.000 9.1
1998 12663.7 8.6 0.840 0.000 8.6
1999 12030.5 8.2 0.840 0.000 8.2
2000 11429.0 7.8 0.840 0.000 7.8
2001 10857.5 7.4 0.840 0.000 7.4
2002 10314.6 7.0 0.840 0.000 7.0
2003 9798.9 0.0 0.000 0.000 0.0
2004 9309.0 0.0 0.000 0.000 0.0
sus TOTAL 197899.7 121.6 0.840 0.000 121.6
REMAINDER 92077.3 0.0 0.000 0.000 0.0
0T 28.9 YR 289977.0 121.6 0.840 0.000 121.6



SLOBAL FILE: $SUNOCAL1

SVALUATION #17 IN PROJECT FILE "“P.A. v 04/722/91 13:37:37
10 IDENT "30 25 u091205

20 DATES JUN 1990 JUN 1990 SEP 1990

30 NAME YRINCON U. #264 - FT TAXCR "

+0 FIELD WBASIN FRUITLAND COAL "

50 CNTYSTATE “NEW MEXICO "

50 FORMATION “FRUITLAND COAL "

70 OPERATOR “UNOCAL "

30 ECONOMICS ELIM
70 OWNERSHIP 1. 0.809987

120 COMMENT "PROD DECLINE BASED ON AVG WELL CASE "
130 COMMENT "FIRST 6 MONTHS = ACTUAL PROD. A !
140 GPROD P MON 2.468 1.716 1.534 1.774 1.525 1.156

150 GPROD * EXP 1.459 * * 10. 11.

180 GPRQOD * EXP * * * 7, 36.

190 GPRGD * EXP * * * 5,

210 TAN I MON 80000. 0. O.

220 INTAN 1 MON 188000. 0.

240 PRGAS P MON 1.3 1.56 1.86 1.81 1.37

260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT P CON 300.

320 AVALPS * CON 3.5

**% START OF INSERT FILE C-TAX

10 COMMENT WASSUMES CONSTANT $.84 TAX CREDIT "
20 COMMENT %70 2003 "
30 TEMP1 * CON 0.

40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

60 FACTOR 1.18 TEMP1

70 TEMPS JAN 1990 CON 0.84

80 TEMPS JAN 2003 cCoN 0.

90 CADD TEMP2  TEMP1

100 CFACTOR TEMP5  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

*** END OF INSERT FILE
370 ULTIMATE GPROD 640.

GLOBAL FILE: $UNOCALZ2



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 26 NORTH, RANGE 7 WEST, N.M.P.M.
Section 12: North/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #270 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #270 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on six months of actual production
history from the Rincon Unit #270 well which first delivered on
September 7, 1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991 ;
Bill Hering

District Petrofgum Engineer
Union 0il Company of California




Well Summary

Well Name: Rincon Unit #270

Location: 1658’FNL, 2311’FEL, Sec 12, T26N, R7W
Elevation: 64647’ GL

Total Depth: 2790’

Lease Number: SF-079160

Pool/Formation: Basin Fruitland Coal Gas

Spud Date: 4-26-~90

Completion Date: 5-26-90

1st Delivery Date: 9-~7-90

Perf’d Interval: 2627-2631, 2685-2688, 2726-2738.

Geologic Summary
The Fruitland Formation was deposited in a coastal plain environment

landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-~lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary

The Rincon Unit #270 was drilled and completed by Union 0il Company of
California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 218 feet and cemented with 300 sacks
to surface. Production casing measuring 4-1/2" was then set at 2790
feet and cemented in two stages to surface with 670 sacks cement.
After drilling out to PBTD of 2778’ the upper and lower coal zones
were perforated from 2627’-2738’ with 4 shots per foot and fracture
stimulated with 191,500# 20/40 sand, sand tagged with 45 MC Iridium
192, and 50,000 gallons cross-linked gel water. The recorded initial
potential and 24 hour shut-in pressure were 325 MCFD and 310 psi,
respectively. The well was first delivered to the El1 Paso Natural Gas
pipeline system on September 7, 1990. The current deliverability for
the well against a 150# line pressure is 182 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.33 Bcf.



Net Pay: 30 ft

Drainage area: 160 acres

Gas Content: 198 SCF/ton

Tonnage Factor: 2037 tons/acre-feet (from density log)
Recovery Factor: 17%

Economics v

Completion Cost: $249,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 207 MCFD, Current - 111 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 5.7 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the N/2 Section 12, T26N-
R7W, comprising 320.00 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

authority, on this day of

SUBSCRIBED AND SWORN TO befgte \e,'th' uqﬁ rsigned
ﬁtu& Betlista
| 4

San Juan County, New Mexico

My Com is7iii>Expires:
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RINCON UNIT #270
RIO ARRIBA COUNTY, NEW MEXICO
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Production based on actual days on



FIELD ¢ BASI
LSE/BLOCK
FORMATION :
TOTAL DEPTH:
OPERATOR  : Unoc
AFE #

LIFE (YRS)

FRU!

: 30.9

Wi ORI
100.00000 80.99

oIL ($/8BL)
GAS ($/MCF)
NGL ($/BBL)

SULPHUR ($/TON)
$EQUIV BOE RATIO

UNIT

OPEX ($/BOE)
OPEX ($/BOSE)
F&D ($/BOE)
F&D ($/BOSE)

ATAX CF ($/BOE)
ATAX CF ($/BO%E)

OIL (MBBLS)

GAS (MMCF)

NGL (MBBLS)
SULPHUR (MTONS)

EQUIVALENT RESERVI
BTU (MBOE)
VALUE (MBOSE

INITIAL RATE:
OIL (BBLS/DAY)
GAS (MCF/DAY)

REGION: Southwestern

PROJECT NAME: RINCON U. #270 - fT

BUDGET CATEGORY:
BUDGET PRIORITY:

ENTIFICATION ----=--------
N FRUITLAND COAL
TLAND COAL
al
GR1 DATE
870 80.99870 MAY 1990
DITY PRICES ---=---=------
BEG END AVG
0.00 0.00 0.00
1.32 1.42 1.44
0.00 0.00 0.00
0.00 0.00 0.00
6.00 6.00 6.00
COST PERFORMANCE ---------
GROSS NET
2.12 2.61
6.11 7.54
4.79 5.91
13.82 17.06
2.47
7.12

----- GROSS -----
REMAIN uLT
0 0.
312 312
0 0
0 0
ES:
52. 52.
) 18. 18.
0.
156.

Economic Report Summary

DISTRICT: Farmington

TAXCR

EFFECTIVE DATE:

UNOCAL North American Oil & Gas Division

CNTYSTATE: New Mexico

LOCATION:

PROPOSED BY

PROFIT INDICES --

FEB 0

249,

DATE: 04/22

/91 TIME: 13:37:34

BTAX  ATAX

PROFIT TO INV (P/I): =----  =--- DISCOUNT BTAX
UNDISCOUNTED -0.37  0.42 RATE (%) (M3)
DISC @ 10.0% -0.58  0.03  creeeeee oeeee-
DISC @ 15.0% -0.64  -0.09 0.0 -93.

INV EFF RATIO (IER): 5.0 -124.
UNDISCOUNTED -0.37  0.51 10.0 - 144,
DISC @ 10.0% -0.58  0.03 15.0 -157
DISC @ 15.0% -0.64  -0.M 20.0 -166.

25.0 -173.
PAYOUT (YEARS) * 5.7
RATE OF RETURN (%) -1000.0  11.0 DISCOUNT DATE : MAY 1990
DISCOUNT METHOD: EFFECTIVE MON
e INVESTMENTS (M$) -------r  woeczocen CASH FLOW (M$) --
GROSS NET
LEASEHOLD 0. 0.  TOTAL REVENUES
DRY HOLE 0. 0.  EXPENSES:
OPEX (LOE)

DRILLING 0 0. WORKOVER

COMPLETION 0 0. PLANT

PLATFORM 0. 0. SEV & ADVAL TAXES

FACILITIES 0. 0. INDIRECT

PIPELINE 0 0. OVERHEAD

PLANT 0. 0. NET ABAND/SALV

GATHERING 0 0.

NET INVESTMENTS
MISC INTAN 174. 176.
MISC TAN 75. 75.  BTAX CASH FLOW
INCOME TAXES PAID
TOTAL 249. 249.  ATAX CASH FLOW
DISC @ 10.0% 247. 247. ATAX DISC @ 10.0%
---------------------------------- ASSUMPTIONS & REMARKS --------
NET --=---
uLT
0 0.
253 253.
0 0.
0 0.
42. 42.
15. 15.
GLOBAL FILES: 1= SUNOCAL1 2= SUNOCAL2
ALTKEY: USA
RPT FILE: 4 PG # 21 PRJ FILE: P.A. EVAL #



F:P.A. UNOCAL North American Oil & Gas Division DATE: 04/22/91

VAL #¥: 16 Economic Report Summary TIME: 13:37:34
AS OF MAY 1, 1990 PAGE: 22

AME : RINCON U. #270 - FT TAXCR

IELD : BASIN FRUITLAND COAL

INTY, STATE: NEW MEXICO
ORMATION : FRUITLAND COAL
PERATOR  : UNOCAL

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

OIL + COND OIL + COND PRODUCTION VOLUME (RE: BOE) O+C PRICE OIL + COND GAS PRICE REVENUE REVENUE

---MBBLS--~ --- MBBLS--=- ---- MMCF--- ---- MMCF--- --- EMBBLS-- --- $/BBL--~ ----- M$---m - $/MCF--- ----- R R M$ - - -
8M0) 1990 0.0 0.0 20.7 16.8 2.8 0.00 0.0 1.71 28.7 28.7
1991 0.0 0.0 32.5 26.3 4.6 0.00 0.0 1.43 37.6 37.6
1992 0.0 0.0 20.7 16.8 2.8 0.00 0.0 1.42 23.8 23.8
1993 0.0 0.0 17.5 14.2 2.4 0.00 0.0 1.42 20.0 20.0
1994 0.0 0.0 15.7 12.7 2.1 0.00 0.0 1.42 18.0 18.0
1995 0.0 0.0 14.5 1.7 2.0 0.00 0.0 1.42 16.6 16.6
1996 0.0 0.0 13.5 10.9 1.8 0.00 0.0 1.42 15.4 15.4
1997 0.9 0.0 12.5 10.1 1.7 0.00 0.0 1.42 14.464 4.4
1998 0.0 0.0 11.8 9.6 1.6 0.00 6.0 1.42 13.5 13.5
1999 0.0 0.0 11.2 9.1 1.5 0.00 0.0 1.42 12.9 12.9
2000 0.0 0.0 10.6 8.6 1.4 0.00 0.0 1.62 12.2 12.2
2001 0.0 0.0 10.1 8.2 1.4 0.00 0.0 1.42 1.6 11.6
2002 0.0 0.0 9.6 7.8 1.3 0.00 0.0 1.42 11.0 11.0
2003 0.0 0.0 9.1 7.4 1.2 0.00 0.0 1.62 10.5 10.5
2004 0.0 0.0 8.7 7.0 1.2 0.00 0.0 1.42 9.9 9.9
SuB TOTAL 0.0 0.0 218.8 177.2 29.5 0.00 0.0 1.45 256.1 256.1
REMAINDER 6.0 6.0 93.2 75.5 12.6 0.00 0.0 1.42 106.9 106.9
10T 30.9 YR 0.0 0.0 311.9 252.7 42.1 0.00 0.0 1.44 363.0 363.0
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

----- MB--or ==c--M$ocn- -----MB---- -----M$---- -----MP---- -----M$---- -----MP---- -----MBo--- oo oMEo--- -----ME----

{ 8MOY1990 1.2 0.0 1.2 3.7 0.5 249.0 -225.7 -59.5 -166.3 -166.3
1991 3.6 0.0 3.6 5.5 1.4 0.0 27.1 -26.8 53.8 -112.4
1992 3.6 0.0 3.6 3.5 1.4 0.0 15.3 -19.8 35.1 -77.4
1993 3.6 0.0 3.6 2.9 1.4 0.0 12.1 -17.0 29.0 -48.3
1994 3.6 0.0 3.6 2.6 1.4 0.0 10.4 -15.2 25.6 -22.8
1995 3.6 0.0 3.6 2.4 1.4 0.0 9.1 -13.3 22.5 -0.3
1996 3.6 0.0 3.6 2.3 1.4 0.0 8.1 -10.3 18.4 18.1
1997 3.6 0.0 3.6 2.1 1.4 0.0 7.2 -8.6 15.8 33.9
1998 3.6 0.0 3.6 2.0 1.4 0.0 6.5 -7.0 13.5 47.4
1999 3.6 0.0 3.6 1.9 1.4 0.0 5.9 -6.7 12.7 60.1
2000 3.6 0.0 3.6 1.8 1.4 0.0 5.4 -6.5 1.9 71.9
2001 3.6 0.0 3.6 1.7 1.4 0.0 4.9 -6.3 1M 83.1
2002 3.6 6.0 3.6 1.6 1.4 0.0 4.4 -6.1 10.4 83.5
2003 3.6 0.0 3.6 1.5 1.4 0.0 3.9 1.5 2.4 95.9
2004 3.6 0.0 3.6 1.5 1.4 0.0 3.5 1.3 2.1 98.1
SuB TOTAL 51.6 0.0 51.6 374 20.5 249.0 -102.1 -200.1 98.1 581
REMAINDER 58.5 0.0 58.5 15.7 23.3 0.0 9.4 3.6 5.8 103.9
10T 30.9 R 110.1 0.0 110.1 52.7 43.8 249.0 -92.6 -196.5 103.9 103.9



PF:P.A. UNOCAL North American 0il & Gas Division DATE: 04/22/91

EVAL #: 16 Economic Report Summary TIME: 13:37:35
AS OF MAY 1, 1990 PAGE : 23

NAME : RINCON U. #270 - FT TAXCR

FIELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL

OPERATOR  : UNOCAL

GROSS TOTAL TOTAL GROSS NUMBER NET NGL EFFECTIVE NET NGL NET NET PLANT  NET TRANS  NET ABANC

INVESTMENT  OPER EXP GROSS WELLS VOLUME NGL PRICE REVENUE SULPHUR OPER EXP +TREAT+COMP & SALVAGE

----- M$-=-- -----MP-o-- ----c-owe-- ---MBBLS--- ---3/BBL--- -----M$---- --M-TONS--- -----M$--%- -----MG---- -----MB---
( BM0)1990 249.0 1.2 1.0 0.0 0.00 0.0 0.0 0.0 0.0 C.2
1991 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 c.c
1992 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 £.G
1993 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1994 0.0 3.6 1.0 0.0 0.00 0.0 6.0 0.0 0.0 0.0
1995 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1996 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1997 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1998 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
1999 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2000 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2001 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
2002 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 .0
2003 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 ¢.0
2004 0.0 3.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 6.0
SUB TOTAL 249.0 51.6 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
REMAINDER 0.0 58.5 1.0 0.0 0.00 0.0 0.0 0.0 0.0 0.0
70T 30.9 YR 249.0 110.1 1.0 0.0 0.00 0.0 0.0 6.0 0.0 0.0

NET NET NET NET NET NET NET TAX TAX IDC
LEASEHOLD DRY HOLE DRILLING COMPLETION FACILITIES PLATFORM PIPELINE DEPREC DEPLETION AMORT

----- L I R . - T e R R S TRt LT | ST
( 8M01990 0.0 0.0 0.0 0.0 0.0 0.0 0.0 10.7 0.0 3.5
1991 0.0 0.0 0.0 0.0 0.0 0.0 0.0 18.4 0.0 10.4
1992 0.0 0.0 0.0 0.0 0.0 0.0 0.0 13.1 0.0 10.4
1993 0.0 0.0 0.0 0.0 0.0 0.0 0.0 9.4 0.0 10.4
1994 0.0 0.0 0.0 0.0 0.0 0.0 0.0 6.7 0.0 10.4
1995 0.0 0.0 0.0 0.0 0.0 g.0 0.0 6.7 6.0 7.0
1996 0.0 0.0 0.0 0.0 0.0 0.0 0.0 6.7 0.0 0.0
1997 0.0 0.0 0.0 0.0 0.0 0.0 0.0 3.3 0.0 g.C
1998 0.0 0.0 0.0 6.0 0.0 0.0 0.0 0.0 0.0 0.0
1999 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2
2000 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 ¢
2001 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.¢
2002 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.¢
2003 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 6.0
2004 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 ¢.0
SUB TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0 75.0 0.0 Sz.z
REMAINDER 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 g.0 c.<
70T 30.9 YR 0.0 0.0 0.0 0.0 0.0 0.0 0.0 75.0 0.0 52.2



SF:P.A. UNOCAL North American 0il & Gas Division DATE: 04/22/91

VAL #: 16 Economic Report Summary TIME: 13:37:36
AS OF MAY 1, 1990 PAGE : 24

{AME : RINCON U. #270 - FT TAXCR

“[ELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
“ORMATION : FRUITLAND COAL

JPERATOR  : UNOCAL

TEMP TEMP TEMP TEMP NET CREDITS
#1 #2 #5 #6 INPUT
------------------------------------------------- M$---- \

. 8M0Y1990 24427.2 16.6 0.840 0.000 16.6
1991 38356.7 26.1 0.840 0.000 26.1
1992 244713 16.6 0.840 0.000 16.6
1993 20618.2 14.0 0.840 0.000 14.0
1994 18564.5 12.6 0.840 0.000 12.6
1995 17065.7 11.6 0.840 0.000 1.6
1996 15871.1 10.8 0.840 0.000 10.8
1997 14764.3 10.0 0.840 0.000 10.0
1998 13921.5 9.5 0.840 0.000 9.5
1999 13225.4 9.0 0.840 0.000 9.0
2000 12564 .1 8.5 0.840 0.000 8.5
2001 11935.9 8.1 0.840 0.000 8.1
2002 11339.1 7.7 0.840 0.000 7.7
2003 10772.2 0.0 0.000 0.000 0.0
2004 10233.6 0.0 0.000 0.000 0.0
suUB TOTAL 258130.8 161.3 0.840 0.000 161.3
REMAINDER 109950.9 0.0 0.000 0.000 0.0
70T 30.9 YR 368081.8 161.3 0.840 0.000 161.3



;LOBAL FILE: $UNOCAL1

VALUATION #16 IN PROJECT FILE "P.A. " 04/22/91 13:36:52
0 IDENT w30 25 u091205

0 DATES MAY 1990 MAY 1990 SEP 1990

0 NAME YRINCON U. #270 - FT TAXCR "

-0 FIELD “BASIN FRUITLAND COAL "

>0 CNTYSTATE UNEW MEXICO "

>0 FORMATION "FRUITLAND COAL "

‘0 OPERATOR HUNOCAL "

0 ECONOMICS ELIM
‘0 OWNERSHIP 1. 0.809987

‘20 COMMENT "PROD DECLINE BASED ON AVG WELL CASE "
30 COMMENT "FIRST 6 MONTHS = ACTUAL PROD. b "
140 GPROD P MON 4.678 6.437 4.652 4.934 4.254 3.385

150 GPROD * EXP * * * 60, 5.

160 GPROD * EXp * * * 28, 14.

170 GPROD * EXP * * * 10, 25.

180 GPROD * EXp * * * 7, 36,

190 GPROD * EXp * * * 5,

210 TAN I MON 75000. 0. O.

220 INTAN 1 MON 174000, 0.

240 PRGAS P MON 1.12 1.36 1.71 1.63 1.28

260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT P CON 300.

320 AVALPS * CON 3.5

<** START OF INSERT FILE C-TAX

10 COMMENT WASSUMES CONSTANT $.84 TAX CREDIT "
20 COMMENT "10 2003 "
30 TEMP1 * CON 0.

-0 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

50 FACTOR 1.18 TEMP1

70 TEMPS JAN 1990 CON 0.84

30 TEMPS JAN 2003 CON 0.

70 CADD TEMP2  TEMP1

100 CFACTOR TEMPS  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

**%x END OF INSERT FILE
370 ULTIMATE GPROD 330.

GLOBAL FILE: $UNOCALZ



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 26 NORTH, RANGE 7 WEST, N.M.P.M.
Section 1: South/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #271 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #271 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on six months of actual production
history from the Rincon Unit #271 well which first delivered on
September 7, 1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991.;

Bill Hering
District Petroldum Engineer
Union 0il Company of California




Well Summary

Well Name: Rincon Unit #271

Location: 1155’FSL, 1155’FWL, Sec 1, T26N, R7W

Elevation: 6469’ GL

Total Depth: 2800/

Lease Number: SF-079160

Pool/Formation: Basin Fruitland Coal Gas

Spud Date: 6-3-90

Completion Date: 6-24-90

1st Delivery Date: 9-7-90

Perf’d Interval: 2636-2639, 2649, 2658-2668, 2703, 2706, 2708-2710,
2713-2721, 2728-2742.

Geologic Summary
The Fruitland Formation was deposited in a coastal plain environment

landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary

The Rincon Unit #271 was drilled and completed by Union 0il Company of
California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 360 feet and cemented with 300 sacks
to surface. Production casing measuring 4-1/2" was then set at 2799
feet and cemented in two stages to surface with 700 sacks cement.
After drilling out to PBTD of 2794’ the upper and lower coal zones
were perforated from 2636’/-2742’ with 4 shots per foot and fracture
stimulated with 240,000# 20/40 sand, 1.09 MMSCF N2 and 24,000 gallons
cross-linked gel water. The recorded initial potential and 24 hour
shut-in pressure were 101 MCFD and 450 psi, respectively. The well was
first delivered to the E1 Paso Natural Gas pipeline system on
September 7, 1990. The current deliverability for the well against a
150# line pressure is 45 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.33 Bcf.



Net Pay: 49 ft

Drainage area: 160 acres

Gas Content: 123 SCF/ton

Tonnage Factor: 2023 tons/acre-feet (from density log)
Recovery Factor: 17%

Economics .

Completion Cost: $236,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 96 MCFD, Current -35 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 8.2 years. Compared with -
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.
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STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT'’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the S/2 Section 1, T26N-R7W,
comprising 320.00 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO before me, this wpdersigned
authority, on this day of i;U?b; (aéikgy Tfﬁff
Ok J

Notayy Public in and for
San an County, New Mexico

My ComT}ssi n Expires:
\/ L
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RINCON UNIT #271
RIO ARRIBA COUNTY, NEW MEXICO

Gas Production (MCFD)
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FIELD

LSE/BLOCK
FORMATION :
TOTAL DEPTH:

REGION: Southwestern

PROJECT NAME: RINCON U. #271 - FT

BUDGET CATEGORY:
BUDGET PRIORITY:

: BASIN FRUITLAND COAL

FRUITLAND COAL

OPERATOR : Unocal
AFE #
LIFE (YRS) : 30.0
Wi OR1 GRI DATE
100.00000 80.99870 80.99870 JUN 1990
----------- COMMODITY PRICES ---~-==-csv---
BEG END AVG
OIL ($/8BL) 0.00 .00 0.00
GAS ($/MCF) 1.31 1.42 1.43
NGL {3$/8BBL) 0.00 0.00 0.00
SULPHUR ($/TON) 0.00 0.00 0.00
$EQUIV BOE RATIO 6.00 6.00 6.00
----------- UNIT COST PERFORMANCE ---------
GROSS NET
OPEX ($/BOE) 2.39 2.95
OPEX ($/BOSE) 7.1 8.77
F&D ($/BOE) 5.27 6.51
F&D ($/BOSE) 15.66 19.33
ATAX CF ($/BOE) 1.59
ATAX CF ($/BO3E) 4.71

QIL (MBBLS)
GAS (MMCF)
NGL (MBBLS)
SULPHUR (MTONS)

EQUIVALENT RESERVES:

BTU (MBOE)

VALUE (MBOS$E)

INITIAL RATE:

OIL (BBLS/DAY)
GAS (MCF/DAY)

----- GROSS -----
REMAIN uLT
0. 0.
269. 269.
0. 0
0. 0
45, 45.
15. 15.
0.
96.
TIME: 13:39:18

Econaomic Report Summary

DISTRICT: Farmington

TAXCR

EFFECTIVE DATE:

UNOCAL North American Oil & Gas Division

CNTYSTATE: New Mexico

LOCATION:

PROPOSED BY

FEB 0

--------- PROFIT INDICES --------- =------ PRESENT WORTH PROFILE -------
BTAX ATAX
PROFIT TO INV (P/1): ~---- ---- DISCOUNT BTAX ATAX
UNDISCOUNTED -0.51 0.24 RATE (%) (M$) (M%)
DISC @ 10.0% -0.70  -0.12  -e--e--e eeemeee el
DISC @ 15.0% -0.75 -0.23 0.0 -121. 58.
INV EFF RATIO (IER): 5.0 -147. 6.
UNDISCOUNTED -0.51 0.30 10.0 -163. -28.
DISC @ 10.0% -0.70  -0.15 15.0 -174. -53.
DISC @ 15.0% -0.75 -0.28 20.0 -182. -70.
25.0 -187. -83.
PAYOUT (YEARS) * 8.2
RATE OF RETURN (%) -1000.0 5.8 DISCOUNT DATE : JUN 1990
DISCOUNT METHOD: EFFECTIVE MON
------- INVESTMENTS (M$) ---------  ---------- CASH FLOW (M$) -----------
GROSS NET NET
LEASEHOLD 0. 0. TOTAL REVENUES 310.
DRY HOLE 0. 0.  EXPENSES:
OPEX (LOE) 107.
DRILLING 0 0. WORKOVER 0.
COMPLETION 0. 0. PLANT 0.
PLATFORM 0. 0. SEV & ADVAL TAXES 45.
FACILITIES 0. 0. INDIRECT 18.
PIPELINE 0 0. OVERHEAD 25.
PLANT 0 0. NET ABAND/SALV 0.
GATHERING 0 0.
NET INVESTMENTS 236.
MISC INTAN 165. 165.
MISC TAN 71. 71.  BTAX CASH FLOW -121.
INCOME TAXES PAID -178.
TOTAL 236. 236.  ATAX CASH FLOW 58.
DISC @ 10.0% 234. 234. ATAX DISC @ 10.0% -28,
----------------------------------- ASSUMPTIONS & REMARKS ----------vv-----
------ NET ------
REMAIN ULT
Q. Q.
218. 218.
0. 0.
0. 0.
36. 36.
12. 12.
GLOBAL FILES: 1= $UNOCAL1 2= $UNOCAL?2
ALTKEY: USA
RPT FILE: 4 PG # 33 PRJ FILE: P.A. EVAL # 19

DATE: 04/22/91



F:P.A. UNOCAL North American 0il & Gas Division DATE: 04/22/91

VAL #: 19 Economic Report Summary TIME: 13:39:18
AS OF JUN 1, 1990 PAGE : 34

AME : RINCON U. #271 - FT TAXCR

IELD : BASIN FRUITLAND COAL

NTY, STATE: NEW MEXICO
ORMATION : FRUITLAND COAL
DERATOR  : UNOCAL

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

OIL + COND OIL + COND PRODUCTION VOLUME (RE: BOE) 0+C PRICE OIL + COND GAS PRICE REVENUE REVENUE
---MBBLS--- --- MBBLS-~- ---- MMCF--- ---- MMCF--- --- EMBBLS-- --- $/BBL--- ----- ME---- --- $/MCF--~ --~-- M$-w-- «---- ME----
7M0) 1990 0.0 0.0 9.9 8.0 1.3 0.00 0.0 1.67 13.5 13.5
1991 0.0 0.0 18.6 15.1 2.5 0.00 0.0 1.42 21.5 21.5
1992 0.0 0.0 17.1 13.9 2.3 0.00 0.0 1.42 19.6 19.6
1993 0.0 0.0 15.6 12.6 2.1 0.00 0.0 1.42 17.8 17.8
1994 0.0 0.0 14.5 1.7 2.0 0.00 0.0 1.42 16.6 16.6
1995 0.0 0.0 13.4 10.9 1.8 0.00 0.0 1.42 15.4 15.4
1996 0.0 0.0 12.6 10.2 1.7 0.00 0.0 1.42 14.4 14.4
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 9.2 1.5 0.00 0.0 .42 13.0 13.0
1999 0.0 0.0 10.8 8.7 1.5 0.00 0.0 1.42 12.4 12.4
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 7.9 1.3 0.00 0.0 1.42 1.2 11.2
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 8.8 7.1 1.2 0.00 0.0 1.42 10.1 10.1
2004 0.0 0.0 8.3 6.8 1.1 0.00 0.0 1.42 9.6 9.6
SUB TOTAL 0.0 0.0 182. 147.5 24.6 0.00 0.0 1.43 211.0 211.0
REMAINDER 0.0 0.0 86.6 70.1 1.7 0.00 0.0 1.42 99.3 99.3
-oT 30.0 YR 0.0 0.0 268.6 217.6 36.3 0.00 0.0 1.43 310.3 310.3
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 PAlD CASHFLOW CASHFLOW
----- MP-=-= =cc--MP-voo- ~cocMP-ooc oo oMPomo mee e MBmos s eMBee i me e MBea e me e MBee e e MBes s e o MBe -
7 7M0)1990 1.2 0.0 1.2 1.8 0.5 236.0 -226.0 -53.2 -172.8 -172.8
1991 3.6 0.0 3.6 3.4 1.4 0.0 13.3 -20.3 33.6 -139.3
1992 3.6 0.0 3.6 2.9 1.4 0.0 1.7 -17.8 29.5 -109.7
1993 3.6 0.0 3.6 2.6 1.4 0.0 10.2 -15.7 25.9 -83.8
1994 3.6 0.0 3.6 2.4 1.4 0.0 9.1 -14.3 23.4 -60.4
1995 3.6 0.0 3.6 2.3 1.4 0.0 8.1 -12.6 20.7 -39.6
1996 3.6 0.0 3.6 2.4 1.4 0.0 7.3 -9.7 17.0 -22.6
1997 3.6 0.0 3.6 2.0 1.4 0.0 6.6 -8.3 14.9 -7.7
1998 3.6 0.0 3.6 1.9 1.4 0.0 6.1 -6.8 12.9 5.
1999 3.6 0.0 3.6 1.8 1.4 0.0 5.5 -6.6 12.1 17.2
2000 3.6 0.0 3.6 1.7 1.4 0.0 5.0 -6.3 11.3 28.5
2001 3.6 0.0 3.6 1.6 1.4 0.0 4.5 6.1 10.6 39.1
2002 3.6 0.0 3.6 1.6 1.4 0.0 4.0 -5.9 9.9 49.0
2003 3.6 6.0 3.6 1.5 1.4 0.0 3.6 1.4 2.2 51.2
2004 3.6 0.0 3.6 1.4 1.4 0.0 3.1 1.2 1.9 53.1
SUB TOTAL 51.6 0.0 51.6 30.7 20.5 236.0 -127.9 -181.0 53.1 53.1
REMAINDER 55.5 0.0 55.5 14.6 22.1 0.0 7.1 2.7 4.4 57.6
0T 30.0 YR 107.1 0.0 107.1 45.3 42.6 236.0 -120.8 -178.3 57.6 57.6



PF:P.A.

EVAL #: 19

IAME : RINCON U. #271 - FT TAXCR
T1ELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL
OPERATOR  : UNOCAL

GROSS TOTAL TOTAL GROSS
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EeP.A. UNOCAL North American Oil & Gas Division DATE: 04/22/91

VAL #: 19 Economic Report Summary TIME: 13:39:20
AS OF JUN 1, 1990 PAGE : 3%

.AME : RINCON U. #271 - FT TAXCR

IELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
“ORMATION : FRUITLAND COAL
“PERATOR : UNOCAL

TEMP TEMP TEMP TEMP NET CREDITS

#1 #2 #5 #6 INPUT
------------------------------------------------- M$---~
. TMO)1990 11719.8 8.0 0.840 0.000 8.0
1991 21969.0 14.9 0.840 0.000 14.9
1992 20212.8 13.8 0.840 0.000 13.8
1993 18356.3 12.5 0.840 0.000 12.5
1994 17053.2 1.6 0.840 0.000 1.6
1995 15859.6 10.8 0.840 0.000 10.8
1996 14836.5 10.1 0.840 0.000 10.1
1997 14085.1 9.6 0.840 0.000 9.6
1998 13380.8 9.1 0.840 0.000 9.1
1999 12711.8 8.6 0.840 0.000 8.6
2000 12076.2 8.2 0.840 0.000 8.2
2001 11472.4 7.8 0.840 0.000 7.8
2002 10898.8 7.4 0.840 0.000 7.4
2003 10353.8 0.0 0.000 0.000 0.0
2004 9836.1 0.0 0.000 0.000 0.0
SUB TOTAL 214822.1 132.4 0.840 0.000 132.4
REMAINDER 102134.5 0.0 0.000 0.000 0.0
7071 30.0 YR 316956.5 132.4 0.840 0.000 132.4



.LOBAL FILE: SUNOCAL1

'VALUATION #19 IN PROJECT FILE "P.A. " 04/22/91 13:38:51
0 I1DENT "Ip 25 u091205

0 DATES JUN 1990 JUN 1990 SEP 1990

.0 NAME URINCON U. #271 - FT TAXCR "

0 FIELD "BASIN FRUITLAND COAL "

+0 CNTYSTATE 'NEW MEXICO "

)0 FORMATION "FRUITLAND COAL "

0 OPERATOR “UNOCAL "

.0 ECONOMICS ELIM

‘0 QWNERSHIP 1. 0.809987

20 COMMENT “PROD DECLINE BASED ON AVG WELL CASE
130 COMMENT FIRST 6 MONTHS = ACTUAL PROD. \
'40 GPROD P MON 2.89 2.489 2.039 2.514 1.823 1.075
:50 GPROD * EXP 1.642 * * 10. 25.

160 GPROD * EXp * * * 7, 36.

190 GPROD * EXP * * * 5,

210 TAN 1 MON 71000. 0. 0.

220 INTAN I MON 165000. 0.

240 PRGAS P MON 1.11 1.33 1.74 1.6 1.27
260 PRGAS * CoN 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT P CON 300.

320 AVALPS * CON 3.5

*%% START OF INSERT FILE C-TAX

10 COMMENT MASSUMES CONSTANT $.84 TAX CREDIT

20 COMMENT “TO 2003

30 TEMPA * CON 0.

40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

50 FACTOR 1.18 TEMP1

70 TEMPS JAN 1990 CON 0.84

30 TEMPS JAN 2003 coN 0.

30 CADD TEMP2  TEMP1

100 CFACTOR TEMPS  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

*#*% END OF INSERT FILE

370 ULTIMATE GPROD 330.

GLOBAL FILE: $UNOCAL2



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 26 NORTH, RANGE 7 WEST, N.M.P.M.
Section 1: North/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #272 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #272 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on nine months of actual production
history from the Rincon Unit #272 well which first delivered on
September 21, 1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991.

Bi1ll Hering {
District Petroleum Engineer
Union 0il Company of California



Well Summary
Well Name: Rincon Unit #272

Location: 790’/FNL, 1200’FEL, Sec 1, T26N, R7W

Elevation: 6585’ GL

Total Depth: 29727

L.ease Number: SF-079160

Pool/Formation: Basin Fruitland Coal Gas

Spud Date: 7-9-90

Completion Date: 7-22-90

1st Delivery Date: 9-21-90

Perf’d Interval: 2814-2830, 2851-2857, 2875-2896, 2902-2918.

Geologic Summary

The Fruitland Formation was deposited in a coastal plain environment
landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary
The Rincon Unit #272 was drilled and completed by Union 0il Company of

California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 356 feet and cemented with 350 sacks
to surface. Production casing measuring 4-1/2" was then set at 2971
feet. Due to lost returns during the initial cement job the production
casing was cemented in three stages with a total of 460 sacks cement.
After drilling out to PBTD of 2965’ the upper and lower coal zones
were perforated from 2814’-2918’ with 4 shots per foot and fracture
stimulated with 210,0004# 20/40 sand, 1.04 MMSCF N2 and 23,300 gallons
cross-linked gel water. The recorded initial potential and 24 hour
shut-in pressure were 323 MCFD and 275 psi, respectively. The well was
first delivered to the El1 Paso Natural Gas pipeline system on
September 21, 1990. The current deliverability for the well against a
1504 line pressure is 70 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.39 Bcf.



Net Pay: 49 ft

Drainage area: 160 acres

Gas Content: 150 SCF/ton

Tonnage Factor: 1982 tons/acre-feet (from density log)
Recovery Factor: 17%

Economics \

Completion Cost: $276,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 102 MCFD, Current - 71 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 9.9 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Herlng, District Petroleum Engineer, Known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the N/2 Section 1, T26N-R7W,
comprising 320 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO befqﬁL e, this ndexsigned
authority, on this day of uﬁl E‘
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San Juan County, New Mexico
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RINCON UNIT #272
RIO ARRIBA COUNTY, NEW MEXICO
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UNOCAL North American 0il & Gas Division
Economic Report Summary

REGION: Southwestern DISTRICT: Farmington CNTYSTATE: New Mexico
PROJECT NAME: RINCON U. #272 - FT TAXCR LQCATICON:
BUDGET CATEGORY: EFFECTIVE DATE: FEB 0
BUDGET PRIORITY: PROPOSED BY
-------------- IDENTIFICATION -----=v------ =-------- PROFIT INDICES --------- ------- PRESENT WORTH PROFILE -------
BTAX ATAX
FIELD : BASIN FRUITLAND COAL PROFIT TO INV (P/1): ---- - DISCOUNT BTAX ATAX
LSE/BLOCK : UNDISCOUNTED -0.57 0.14 RATE (%) (M3) (M%)
FORMATION : FRUITLAND COAL DISC @ 10.0% -0.73 -0.19 ssee-ee- eeeemee el
TOTAL DEPTH: DISC @ 15.0% -0.78 -0.29 0.0 -139. 33
OPERATOR : Unocal INV EFF RATIO (IER): 5.0 -163. -15
AFE # : UNDISCOUNTED -0.57 0.16 10.0 -178. <47
LIFE (YRS) : 28.5 DISC @ 10.0% -0.73 -0.23 15.0 -188. -69
DISC @ 15.0% -0.78  -0.35 20.0 -195. 86
Wl ORI GR1 DATE 25.0 -199. -98
100.00000 80.99870 80.99870 JuL 1990 PAYOUT (YEARS) * 9.9
RATE OF RETURN (%) -1000.0 3.2 DISCOUNT DATE : JUL 1990

DISCOUNT METHOD: EFFECTIVE MON

----------- COMMODITY PRICES -----v-------- =------ INVESTMENTS (M3$) ~-------- s-==s----- CASH FLOW (M$) -----------
BEG END AVG GROSS NET NET
orL ($/8BL) 0.00 0.00 0.00 LEASEHOLD 0. 0. TOTAL REVENUES 279.
GAS ($/MCF) 1.57 1.42 1.44 DRY HOLE 0. 0. EXPENSES:
NGL ($/88L) 0.00 0.00 0.00 OPEX (LOE)} 102.
SULPHUR ($/TON) 0.00 0.00 0.00 DRILLING 0. 0 WORKOVER 0.
COMPLETION 0. 0 PLANT 0.
$EQUIV BOE RATIO 6.00 6.00 6.00 PLATFORM 0. 0 SEV & ADVAL TAXES 41,
FACILITIES 0. 0 INDIRECT 8.
----------- UNIT COST PERFORMANCE --------- PIPELINE 0. 0 OVERKEAD 22.
GROSS NET PLANT Q. 0 NET ABAND/SALV 0.
-------------- GATHERING 0. 0.
OPEX ($/BOE) 2.55 3.15 NET [NVESTMENTS 245.
OPEX ($/B0O%E) 6.86 8.46 MISC INTAN 159. 159.
F&D ($/BOE) 6.13 7.57 MISC TAN 86. 86.  BTAX CASH FLOW -139.
F&D ($/BO3E) 16.47 20.33 INCOME TAXES PAID -172.
ATAX CF ($/BOE) 1.03 TOTAL 245, 245,  ATAX CASH FLOW 33.
ATAX CF ($/BO$E) 2.75 DISC @ 10.0% 243. 243. ATAX DISC @ 10.0% -47.
--------------------- RESERVES & PRODUCTION ---------c--veene aoceeooconnnannooo ASSUMPTIONS & REMARKS -----v--ce-v---n-
----- GROSS ----- -o---- NET ------
REMAIN ULY REMAIN ULT
OTL (MBBLS) 0. 0. 0. 0.
GAS (MMCF) 240. 240. 194. 194.
NGL (MBBLS) 0. 0. 0. 0.
SULPHUR (MTONS) 0. 0. 0. 0.

EQUIVALENT RESERVES:
BTU (MBOE) 40. 40. 32. 32.
VALUE (MBO%E) 15. 15. 12. 12.

INITIAL RATE:
OIL (BBLS/DAY) 0. GLOBAL FILES: 1= SUNOCAL1 2= $UNOCALZ
GAS (MCF/DAY) 31. ALTKEY: USA

DATE: 06/25/91% TIME: 15:35:26 RPT FILE: 4 PG # 1 PRJ FILE: P.A. EVAL # 27
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BAL FILE: $UNOCAL1

LUATION #27 IN PROJECT FILE "P.A. " 06/25/91 15:34:51
IDENT "30 25 091205

DATES JUL 1990 JuL 1990 SEP 1990

NAME "RINCON U. #272 - FT TAXCR "

FIELD “BASIN FRUITLAND COAL "

CNTYSTATE "NEW MEXICO "

FORMATION "FRUITLAND COAL "

OPERATOR "UNOCAL "

ECONOMICS ELIM
OWNERSHIP 1. 0.809987

COMMENT "PROD DECLINE BASED ON AVG WELL CASE "
COMMENT "FIRST 9 MONTHS = ACTUAL PROD. "
GPROD P MON 0.937 3.131 1.599 1.762 2.054 1.04 0.827 1.89 1.368
GPROD * EXP * * * 10. 4.

GPROD * EXP * * * 7. 36.

GPROD * EXP * * * 5,

TAN [ MON 86000. 0. 0. O.

INTAN [ MON 159000. 0.

COMMENT "FIRST 9 MONTHS = ACTUAL GAS PRICES "
PRGAS P MON 1.33 1.33 1.88 2.19 2.11 1.58 1.23 0.96 0.96
PRGAS * CON 1.2

FACTOR 1.18 PRGAS

LOETOT P CON 300.

AVALPS * CON 3.5

START OF INSERT FILE C-TAX
COMMENT UASSUMES CONSTANT $.84 TAX CREDIT n
COMMENT "T0 2003 "
TEMP1 * CON O.
CADD TEMP1  GPROD
FACTOR 1000. TEMPI
FACTOR 1.18 TEMPT
TEMPS JAN 1990 CON 0.84
TEMPS JAN 2003 CON O.
CADD TEMP2  TEMP1

CFACTOR TEMPS  TEMP2

FACTOR 0.809987 TEMP2

CADD TAXCR  TEMP2

FACTOR 0.001 TEMPZ

END OF INSERT FILE

BAL FILE: SUNOCALZ



SE:PLA. UNOCAL North American Oil & Gas Division DATE: 06/25/91

VAL #: 27 Economic Report Summary TIME: 15:35:27
AS OF JulL 1, 1990 PAGE: 2

JAME : RINCON U. #272 - FT TAXCR

“TELD : BASIN FRUITLAND COAL

INTY, STATE: NEW MEXICO
“ORMATION : FRUITLAND COAL
JPERATOR : 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)Y OQ+C PRICE  OIL + CONO GAS PRICE REVENUE REVENUE
---MBBLS--- --- MBBLS-~- ---- MMCF--- ---- MMCF =<« --- EMBBLS-- --- $/BBL--~ ----- M$---- --- $/MCF--- ---- NG EERREEREEE M$----
( 6M0)1990 0.0 0.0 7.4 6.0 1.0 0.00 0.0 1.95 1.7 n.7
1991 0.0 0.0 16.5 13.4 2.2 0.00 0.0 1.52 20.3 20.3
1992 0.0 0.0 15.0 12.2 2.0 0.00 0.0 1.42 17.2 17.2
1993 0.0 0.0 14.0 1.3 1.9 0.00 0.0 1.42 16.0 16.0
1994 0.0 0.0 13.0 10.5 1.8 0.00 0.0 1.42 14.9 14.9
1995 0.0 0.0 12.3 9.9 1.7 0.00 0.0 1.42 14.1 141
1996 0.0 0.0 11.7 9.4 1.6 0.00 0.0 1.42 13.4 13.4
1997 0.0 0.0 1M 9.0 1.5 0.00 0.0 1.42 12.7 12.7
1998 0.0 0.0 10.5 8.5 1.4 0.00 0.0 1.42 12.1 12.1
1999 0.0 0.0 10.0 8.1 1.3 0.00 0.0 1.42 11.5 11.5
2000 0.0 0.0 9.5 7.7 1.3 0.00 0.0 1.42 10.9 10.9
2001 0.0 0.0 9.0 7.3 1.2 0.00 0.0 1.42 10.3 10.3
2002 0.0 0.0 8.6 6.9 1.2 0.00 0.0 1.42 9.8 9.8
2003 0.0 0.0 8.1 6.6 1.1 0.00 0.0 1.42 9.3 9.3
2004 0.0 0.0 7.7 6.3 1.0 0.00 0.0 1.42 8.9 8.9
SUB TOTAL 0.0 0.0 164.3 133.1 22.2 0.00 0.0 1.45 193.1 193.1
REMAINDER 0.0 0.0 75.3 61.0 10.2 0.00 0.0 1.42 86.3 86.3
TOT 28.5 YR 0.0 0.0 239.6 194.1 32.3 0.00 0.0 1.44 279.5 279.5
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$---- -----M$---- -----M$---- -----MP-o-o- -e---MEo--o oo oMBo-e- oo oMEococ oo oMEe--- -o--MBe-e- ooo-oM$----
( 6M0)1990 1.2 0.0 1.2 1.4 0.4 245.0 -236.2 -50.8 -185.4 -185.4
1991 3.6 0.0 3.6 2.8 1.1 0.0 12.8 -20.0 32.8 -152.6
1992 3.6 0.0 3.6 2.5 1.1 0.0 10.0 -17.6 27.6 -125.0
1993 3.6 0.0 3.6 2.3 1.1 0.0 2.0 -15.5 24.5 -100.5
1994 3.6 0.0 3.6 2.2 11 0.0 8.0 -13.9 22.0 -78.6
1995 3.6 0.0 3.6 2.1 1.1 0.0 7.3 -12.4 19.7 -58.9
1996 3.6 0.0 3.6 2.0 1.1 0.0 6.7 -9.7 16.4 -42.4
1997 3.6 0.0 3.6 1.9 1.1 0.0 6.2 -8.0 14.2 -28.2
1998 3.6 0.0 3.6 1.8 1.1 0.0 5.6 -6.3 1.9 -16.3
1999 3.6 0.0 3.6 1.7 1.1 0.0 5.1 -6.1 11.2 -5.1
2000 3.6 0.0 3.6 1.6 1.1 0.0 4.6 -5.9 10.5 5.3
2001 3.6 0.0 3.6 1.5 1.1 0.0 4.1 -5.7 9.8 15.2
2002 3.6 0.0 3.6 1.4 1.1 0.0 3.7 -5.5 9.2 24.3
2003 3.6 0.0 3.6 1.4 1.1 0.0 3.3 1.2 2.0 26.4
2004 3.6 6.0 3.6 1.3 1.1 0.0 2.9 1.1 1.8 28.2
SUB TOTAL 51.6 0.0 51.6 27.9 15.5 245.0 -146.9 -175.0 28.2 28.2
REMATNDER 50.4 0.0 50.4 12.7 15.2 0.0 8.1 3. 5.0 33.2
TOT 28.5 YR 102.0 0.0 102.0 40.5 30.7 245.0 -138.7 -9 33.2 33.2



DATE: 06/25/91

UNOCAL North American Q0il & Gas Division

FiP.A.

15:35:28

TIME:
PAGE:

Economic Report Summary

27

VAL #:

1, 1990

AS OF JuL

: RINCON U. #272 - FT TAXCR
: BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO

.AME

IELD

: FRUITLAND COAL

: UNOCAL

"ORMATION
"PERATOR

NET TRANS  NET ABAND

+TREAT+COMP & SALVAGE

NET PLANT
OPER EXP

NET
SULPHUR

NET NGL

EFFECTIVE
NGL PRICE

oo Me-e- so--oM$--ee cesse-ceoo- --MBBLS--- ---$/BBLe-- -----M$---- ~-M-TONS--- c--- M$e-ee co--oMGe-oe coooMBe---

NET NGL

NUMBER

OPER EXP GROSS WELLS

GROSS TOTAL TOTAL GROSS

REVENUE

VOLUME

INVESTMENT

0.0 0.0

0.0

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.0

1.0
1.0
1.0
1.0
1.0
1.0
1.0

1

1.2
3.6
3.6
3.6
3.6
3.6

245.0

. 6M0)1990

0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0

6.0
0.0
0.0
0.0
0.0

1991

0.0
0.0
0.0

0.0

0.0
0.0

0.0

1992
1993
1994
1995
1996
1997
1998
1999
2000

0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0

0.0

0.0
0.0

0.0

0.0
0.0
0.0

0.0

3.6
3.6

0.0

0.0

0.0
0.0
0.0
0.0
0.0
6.0
0.0
0.0

0.0

0.0

0.0
0.0

0.0

0.0
0.0
0.0

0.0
0.0

1.0
1.0
1.0

1

3.6
3.6
3.6
3.6
3.6

0.0

0.0
0.0

0.0
0.0

0.0
8.0
0.0
0.0

0.0
0.0

0.0
0.0
0.0

0.0
0.0

0.0

.0

0.0

2001

0.0

1.0
1.0
1.0
1.0
1.0

1

0.0

2002

0.0 0.0

0.0
0.0
0.0

0.0

0.0

3.6
3.6

51.6

0.0

2003
2004
SUB TOTAL
REMAINDER
70T 28.5 YR

0.0

0.0
0.0

6.0
0.0
0.0

0.0

0.0
0.0

0.0
245.0

0.0
0.0
0.0

0.0

0.0
0.0

0.0

0.0

0.0
0.0

50.4
102.0

0.0
245.0

0.0

0.0

.0

10C
AMORT

TAX
DEPLETION

TAX
DEPREC

NET
PIPELINE

NET
PLATFORM

NET

FACILITIES
L T L T L L e 1 T L S TN VT S V. S

NET
COMPLETION

NET NET
DRILLING

DRY HOLE

NET
LEASEHOLD

0.0 0.0 0.0 12.3 0.0 3.2
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0.0

0.0
0.0

0.0

0.0
0.0

0.0

0.0

( 6M0)1990

9.5

0.0
0.0

0.0
0.0

0.0

0.0

0.0
0.0

0.0

1991

9.5

15.0

0.0
0.0

0.0

0.0

0.0

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

9.5

0.0
0.0

0.0

10.7

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0
0.0
0.0

0.0

0.0
0.0
0.0

0.0

9.5

7.7
7.7
7.7

0.0

0.0
0.0

0.0
0.0
0.0
0.0

6.4

0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

3.8
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0
0.0

0.0

0.0
0.0
0.0

0.0
0.0
0.0
0.0

0.0

2002

0.0

0.0
0.0

86.0

0.0

0.0
6.0

0.0

2003
2004
SUB TOTAL
REMAINDER

0.0
47.7

0.0

0.0

0.0

0.0

0.0
0.0
0.0

0.0

0.0

0.0
0.0

0.0

0.0
0.0
0.0

0.0

0.0
0.0

0.0

(el

0.0

0.0
86.0

0.0
0.0

0.0

0.0

0.0
0.0

47.7

0.0

10T 28.5 YR



'F:P.A. UNOCAL North American Oil & Gas Division DATE: 06/25/91

VAL #: 27 Economic Report Summary TIME: 15:35:29
AS OF Jut 1, 1990 PAGE: 4

{AME : RINCON U, #272 - FT TAXCR

1ELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
"ORMATION : FRUITLAND COAL

JPERATOR  : UNOCAL

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

................................................. M$----
{ 6MO)1990 8766.2 6.0 0.840 0.000 6.0
1991 19449.6 13.2 0.840 0.000 13.2
1992 17715.5 12.1 0.840 0.000 121
1993 16475.5 1.2 0.840 0.000 1.2
1994 15332.0 10.4 0.840 0.000 10.4
1995 14477.3 9.9 0.840 0.000 9.9
1996 13753.4 9.4 0.840 0.000 9.4
1997 13065.7 8.9 0.840 0.000 8.9
1998 12412.4 8.4 0.840 0.000 8.4
1999 11791.8 8.0 0.840 0.000 8.0
2000 11202.2 7.6 0.840 0.000 7.6
2001 10642.1 7.2 0.840 0.000 7.2
2002 10110.0 6.9 0.840 0.000 6.9
2003 9604.5 0.0 0.000 0.000 0.0
2004 9124.3 0.0 0.000 0.000 0.0
SUB TOTAL 193922.5 119.2 0.840 0.000 119.2
REMAINDER 88817.3 0.0 0.000 0.000 0.0
TOT 28.5 YR 282739.8 119.2 0.840 0.000 119.2



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 27 NORTH, RANGE 7 WEST, N.M.P.M.
Section 14: South/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #279 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #279 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on six months of actual production
history from the Rincon Unit #279 well which first delivered on
September 6, 1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991.

Bill Hering
District Petroléum Engineer

Union 0il Company of California




Well Summary

Well Name: Rincon Unit #279

Location: 1735’FSL, 1456’FWL, Sec 14, T27N, R7W

Elevation: 6725’ GL

Total Depth: 3294’

Lease Number: SF-079298-D

Pool/Formation: Basin Fruitland Coal Gas

Spud Date: 5-11-90

Completion Date: 5-27-90

1st Delivery Date: 9-6-90

Perf’d Interval: 3124-3129, 3155-3157, 3163-3168, 3197-3199,
3207-3213, 3224-3239.

Geologic Summary
The Fruitland Formation was deposited in a coastal plain environment

landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary
The Rincon Unit #279 was drilled and completed by Union 0il Company of

California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 362 feet and cemented with 450 sacks
to surface. Production casing measuring 4-1/2" was then set at 3293
feet and cemented in two stages to surface with 770 sacks cement.
After drilling out to PBTD of 3290’ the upper and lower coal zones
were perforated from 3124’/-3239’ with 4 shots per foot and fracture
stimulated with 300,000# 20/40 sand, 1.2 MMSCF N2 and 31,800 gallons
cross-linked gel water. The recorded initial potential and 24 hour
shut-in pressure were 160 MCFD and 460 psi, respectively. The well was
first delivered to the El Paso Natural Gas pipeline system on
September 6, 1990. The current deliverability for the well against a
150# line pressure is 61 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.43 Bcf.



Net Pay: 54 ft

Drainage area: 160 acres

Gas Content: 145 SCF/ton

Tonnage Factor: 2023 tons/acre-feet (from density log)
Recovery Factor: 17 %

Economics N
Completion Cost: $267,000
Royalty Burden: 19.00%
Gas Price: $1.20/MMBTU
Operating Cost: $300/month
Tax Credit: $0.84/MMBTU constant
Production Rate: Maximum - 127 MCFD, Current - 62 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 9.5 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the S/2 Section 14, T27N-
R7W, comprising 320.00 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO befoﬁ , this wyndersigned
authority, on this day of xcméﬁ A “3 \ .

2

Notary blic in and for
San Juan County, New Mexico

My C0§F€Cﬁ§2§&Expires:
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RINCON UNIT #279
RIO ARRIBA COUNTY, NEW MEXICO
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REGION: Southwestern

PROJECT NAME: RINCON U. #279 - FT TAXCR

BUDGET CATEGORY:
BUDGET PRIORITY:

-------------- IDENTIFICATION ---------==--=-

FIELD : BASIN FRUITLAND COAL

LSE/BLOCK

FORMATION : FRUITLAND COAL

TOTAL DEPTH:

OPERATOR : Unocal

AFE # :

LIFE (YRS) : 29.8

Wl OR1 GRI DATE

100.00000 80.99870 80.99870 MAY 1990

----------- COMMODITY PRICES -=-<-----------
BEG END AVG

oIL ($/8BL) 0.00 0.00 0.00

GAS ($/MCF) 1.45 1.42 1.43

NGL ($/8BL) 0.00 0.00 0.00

SULPHUR ($/TON) 0.00 0.00 0.00

$EQUIV BOE RATIO 6.00 6.00 6.00

----------- UNIT COST PERFORMANCE ---------

GROSS NET

OPEX ($/BOE) 2.38 2.94

OPEX ($/BO3E) 7.00 8.64

F&D ($/BOE) 5.99 7.40

F&D ($/803%E) 17.65 21.79

ATAX CF ($/BOE) 1.12

ATAX CF ($/BOSE) 3.30

UNOCAL North American Oil & Gas Divi
Economic Report Summary

DISTRICT: Farmington
LOCAT!

EFFECTIVE DA
PROPOSED BY

PROFIT INDICES

sion

CNTYSTATE: New Mexico

ON:
TE: FEB 0
------- PRESENT WORTH PROFILE -------
OISCOUNT BTAX ATAX
RATE (%) (M$) (M3)
0.0 -150 40.
5.0 -176 -11.
10.0 -192 -47.
15.0 -203 -71.
20.0 -210 -89.
25.0 -215 -103.
DISCOUNT DATE : MAY 1990

DISCOUNT METHOD: EFFECTIVE MON

----- GROSS -----
REMAIN ULY
OIL (MBBLS) 0. 0.
GAS (MMCF) 267. 267.
NGL (MBBLS) 0. 0.
SULPHUR (MTONS) 0. 0.
EQUIVALENT RESERVES:
BTU (MBOE) 45. 45.
VALUE (MBOSE) 15. 15.
INITIAL RATE:
OIL (BBLS/DAY) 0.
GAS (MCF/DAY) 128.
DATE: 04/22/91 TIME: 13:40:02

BTAX ATAX
PROFIT TO INV (P/I): ---- REAR
UNDISCOUNTED -0.56 0.15
DISC @ 10.0% -0.72 -0.18
DiSC @ 15.0% -0.77  -0.27
INV EFF RATIO (IER):
UNDI1SCOUNTED -0.56 0.19
DISC @ 10.0% -0.72 -0.22
DISC @ 15.0% -0.77 -0.33
PAYOUT (YEARS) * 9.5
RATE OF RETURN (%) -1000.0 3.7
------- INVESTMENTS (M$) ---------
GROSS NET
LEASEHKOLD 0. 0.
DRY HOLE 0. 0.
DRILLING 0. 0.
COMPLETION 0. 0.
PLATFORM 0. 0.
FACILITIES 0. 0.
PIPELINE 0. 0.
PLANT 0. 0.
GATHERING 0. 0.
MISC INTAN 187. 187,
MISC TAN 80. 80.
TOTAL 267. 267.
DISC @ 10.0% 265. 265.
------ NET ------
REMAIN ULT
0. 0.
216. 216.
0. .
0. 0.
36. 36.
12. 12.
GLOBAL F
ALTKE":
RPT FILE: 4 PG # 37

NET
TOTAL REVENUES 310,
EXPENSES:

OPEX (LOE) 106.

WORKOVER 0.

PLANT 0.

SEV & ADVAL TAXES 45,

INDIRECT 17.

OVERHEAD 25.

NET ABAND/SALV 0.

NET INVESTMENTS 267.

BTAX CASH FLOW -150.

INCOME TAXES PAID -191.

ATAX CASH FLOW 4.

ATAX DISC @ 10.0% -47.

ASSUMPTIONS & REMARKS -=-----=---=-----
1LES: 1= SUNOCAL1 2= $UNOCAL?

USA

PRJ FILE: P.A. EVAL # 20



2F:P.A. UNOCAL North American Oil & Gas Division DATE: 04/22/91

VAL #: 20 Economic Report Summary TIME: 13:40:22
AS OF MAY 1, 1990 PAGE : 32

1AME : RINCON U. #279 - FT TAXCR

“1ELD : BASIN FRUITLAND COAL

INTY, STATE: NEW MEXICO
fORMATION : FRUITLAND COAL
JPERATOR : UNOCAL

GROSS PROD NET VOLUME GROSS GAS NET GAS  NET EQ PROD EFFECTIVE NET REV EFFECTIVE NET GAS NET TOTAL
OIL + COND OIL + COND PRODUCTION VOLUME (RE: BOE) O+C PRICE OIL + COND GAS PRICE REVENUE REVENUE

---MBBLS--- --- MBBLS--- ---- MMCF--- ---- MMCF--- --- EMBBLS-- --- $/BBL--~ ----- M$---- --- $/MCF--- ----- M---- ----- M$----

{ 8M0)1990 0.0 0.0 10.4 8.5 1.4 0.00 0.0 1.77 14.9 4.9
1991 0.0 0.0 20.8 16.8 2.8 0.00 0.0 1.43 24.1 261
1992 0.0 0.0 17.4 14.1 2.3 0.00 0.0 1.42 19.9 18.9
1993 0.0 0.0 15.6 12.7 2.1 0.00 0.0 1.42 17.9 17.9
1994 0.0 0.0 14.4 1.6 1.9 0.00 6.0 1.42 16.5 16.5
1995 0.0 0.0 13.4 10.8 1.8 0.00 0.0 1.42 15.3 15.3
1996 0.0 0.0 12.4 10.1 1.7 0.00 0.0 1.42 14.3 14.3
1997 0.0 0.0 1.7 9.5 1.6 0.00 0.0 1.42 13.5 13.5
1998 0.0 0.0 11.1 9.0 1.5 0.00 0.0 1.42 12.8 12.8
1999 0.0 0.0 10.6 8.6 1.4 0.00 0.0 1.42 12.1 12.1
2000 0.0 0.0 10.1 8.1 1.4 0.00 0.0 1.42 11.5 11.5
2001 0.0 0.0 9.6 7.7 1.3 0.00 0.0 1.42 11.0 11.0
2002 0.0 0.0 9.1 7.4 1.2 0.00 0.0 1.42 10.4 10.4
2003 0.0 0.0 8.6 7.0 1.2 0.00 0.0 1.42 9.9 G.9
2004 0.0 0.0 8.2 6.6 1.1 0.00 0.0 1.42 9.4 9.4

SUB TOTAL 0.0 0.0 183.4 148.6 24.8 0.00 0.0 1.44 213.6 213.6
REMAINDER 0.0 0.0 83.8 67.9 1.3 0.00 0.0 1.42 96.2 96.2
TOT 29.8 YR 0.0 0.0 267.3 216.5 36.1 0.00 0.0 1.43 309.8 309.8
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$---- -----MB---- ----oMB---- ----oMP--ee o---oMPo--- c-o-oMPo-o- c---eMBe--e oo -ME---- aooooMBe--- -oo--ME--

( 8M0)1990 1.2 0.0 1.2 1.9 0.5 267.0 -255.6 -59.6 -196.1 -196.1
1991 3.6 0.0 3.6 3.5 1.4 0.0 15.6 -22.5 38.0 -158.0
1992 3.6 0.0 3.6 2.9 1.4 0.0 12.0 -19.0 31.0 -127.1
1993 3.6 0.0 3.6 2.6 1.4 0.0 10.3 -16.7 27.0 -100.:
1994 3.6 0.0 3.6 2.4 1.4 0.0 9.0 -15.1 261 -76.0
1995 3.6 0.0 3.6 2.3 1.4 0.0 8.1 -13.2 21.3 -54.7
1996 3.6 0.0 3.6 2.1 1.4 0.0 7.1 -10.0 17 -37.5
1997 3.6 0.0 3.6 2.0 1.4 0.0 6.4 -8.3 14.8 -22.8
1998 3.6 0.0 3.6 1.9 1.4 0.0 5.9 -6.7 12.6 -10.2
1999 3.6 0.0 3.6 1.8 1.4 0.0 5.3 -6.5 11.8 1.6
2000 3.6 0.0 3.6 1.7 1.4 0.0 4.8 -6.2 11 12.7
2001 3.6 0.0 3.6 1.6 1.4 0.0 4.3 -6.0 10.3 23.0
2002 3.6 0.0 3.6 1.5 1.4 0.0 3.9 -5.8 9.7 32.7
2003 3.6 0.0 3.6 1.5 1.4 0.0 3.4 1.3 2.1 34.8
2004 3.6 0.0 3.6 1.4 1.4 0.0 3.0 1.1 1.9 36.7

SUB TOTAL 51.6 0.0 51.6 31.0 20.5 267.0 -156.6 -193.2 36.7 34.7
REMAINDER 54.3 0.0 54.3 14.1 21.6 0.0 6.2 2.3 3.8 40.3
TOT 29.8 YR 105.9 0.0 105.9 45.1 42.1 267.0 -150.4 -190.9 40.5 40,5



13:40:04
39
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
3.7
11.2
1.2
11.
1.2
7.5
0.0
0.0
0.0

NET ABAND

“M$----
IoC
AMORT

DATE: 04/22/91

TIME:
PAGE :
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

+TREAT+COMP & SALVAGE
TAX
DEPLETION

NET TRANS

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
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OPER EXP
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NET
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1, 1990
REVENUE

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
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6.00
0.0
0.0
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Economic Report Summary
0.0

NET NGL
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UNGCAL North American Oil & Gas Division
VOLUME
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0.0
0.0
0.0
0.0
0.0
0.0
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1
0.0

0.0

NUMBER
NET
DRILLING

1.2
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
51.6
54.3
105.9
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

NET

DRY HOLE
L T L R B ke SET T TR 1T SN v S v SOt S * SO

OPER EXP GROSS WELLS

267.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

267.0
0.0

267.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

NEW MEXICO
: FRUITLAND COAL
NET
LEASEHOLD

: UNOCAL

: RINCON U. #279 - FT TAXCR
INVESTMENT

: BASIN FRUITLAND COAL
GROSS TOTAL TOTAL GROSS

.
.

20

JF:P.A.
IVAL #:
AME
1ELD
INTY, STATE
"ORMATION
SPERATOR
{ 8M0)1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
SUB TOTAL
REMAINDER
TOT 29.8 YR
( 8M0)1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

O

0.0
0.0

0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
¢.0
56.1
56.1

0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0
0.0
80.0
0.0
80.0

0.0
0.0
0.0
0.0
6.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
6.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.9
6.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

2002

2003

2004
SUB TOTAL
REMAINDER
10T 29.8 YR



°F:P.A. UNOCAL North American Oil & Gas Division DATE: 04/22/91

EVAL #: 20 Economic Report Summary TIME: 13:40:05
AS OF MAY 1, 1990 PAGE: L0

HAME : RINCON U. #279 - FT TAXCR

FTELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL

OPERATOR : UNOCAL

TEMP TEMP TEMP TEMP NET CREDITS
#1 #2 #5 #6 INPUT
------------------------------------------------- M$---- \

( 8M0)1990 12316.8 8.4 0.840 0.000 8.4
1991 24524.5 16.7 0.840 0.000 16.7
1992 20501.7 13.9 0.840 0.000 13.9
1993 18459.6 12.6 0.840 0.000 12.6
1994 16969.3 1.5 0.840 0.000 11.5
1995 15781.4 10.7 0.840 0.000 10.7
1996 14681.0 10.0 0.840 0.000 10.0
1997 13842.8 9.4 0.840 0.000 9.4
1998 13150.7 8.9 0.840 0.000 8.9
1999 12493.2 8.5 0.840 0.000 8.5
2000 11868.5 8.1 0.840 0.000 8.1
2001 11275.1 7.7 0.840 0.000 7.7
2002 10711.3 7.3 0.840 0.000 7.3
2003 10175.8 0.0 0.000 0.000 0.0
2004 9667.0 0.0 0.000 0.000 0.0
SUB TOTAL 216418.6 133.7 0.840 0.000 133.7
REMAINDER 98941.6 0.0 0.000 0.000 0.0
TOT 29.8 YR 315360.2 133.7 0.840 0.000 133.7
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BAL FILE: SUNOCAL1

LUATION #20 IN PROJECT FILE “"P.A. W 04/22/91 13:39:21
IDENT "30 25 u091205
DATES MAY 1990 MAY 1990 SEP 1990
NAME YRINCON U. #279 - FT TAXCR "
FIELD "BASIN FRUITLAND COAL "
CNTYSTATE "NEW MEXICO "
FORMATION "FRUITLAND COAL "
OPERATOR "“UNOCAL "
ECONOMICS ELIM
OWNERSHIP 1. 0.809987

COMMENT "PROD DECLINE BASED ON AVG WELL CASE
COMMENT MFIRST 6 MONTHS = ACTUAL PROD.

GPROD P MON 3.834 2.308 2.218 2.078 2.165 1.897
GPROD * EXP * * * 28, 7.

GPROD * EXP * * * 10. 25.

GPROD * EXP * * * 7, 36,

GPROD * EXP * * * 5,

TAN I MON 80000. 0. 0.

INTAN I MON 187000. 0.

PRGAS P MON 1.23 1.43 1.64 1.91 1.33
PRGAS * CoN 1.2

FACTOR 1.18 PRGAS

LOETOT P CoN 300.

AVALPS * CON 3.5

START OF INSERT FILE C-TAX

10 COMMENT WASSUMES CONSTANT $.84 TAX CREDIT
20 COMMENT "T0 2003

30 TEMP1 * CON 0.
40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

50 FACTOR 1.18 TEMP1

70 TEMPS JAN 1990 CON 0.84
80 TEMPS JAN 2003 CON 0.
90 CADD TEMP2  TEMP1

100 CFACTOR TEMPS  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

**%x END OF INSERT FILE

370 ULTIMATE GPROD  430.

GLOBAL FILE: $UNOCALZ2



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 27 NORTH, RANGE 7 WEST, N.M.P.M.
Section 34:
Containing 640 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #291 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #291 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on six months of actual production
history from the Rincon Unit #291 well which first delivered on
September 6, 1990

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991.
M&/\M
Bill Hering ]/
District Petrolleum Engineer

Union 0il Company of California




Well Summary

Well Name: Rincon Unit #291

Location: 1085’/FNL, 921’FEL, Sec 34, T27N, R7W
Elevation: 6717’ GL

Total Depth: 3086’

Lease Number: SF~080385

Pool/Formation: Basin Fruitland Coal Gas

Spud Date: 6-29-90

Completion Date: 7-28-90

1st Delivery Date: 9-6-90

Perf’d Interval: 2917-2921, 2943-2955, 2987-2993, 3017-3039.

Geologic Summary

The Fruitland Formation was deposited in a coastal plain environment
landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and basal coal zone. The coal itself is considered High
Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to the
northeast, and structure does not appear to be a factor in natural gas
entrapment anywhere in the area of the unit.

Engineering Summary
The Rincon Unit $#291 was drilled and completed by Union 0il Company of

California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 360 feet and cemented with 300 sacks
to surface. Production casing measuring 4-1/2" was then set at 3085
feet and cemented in two stages to surface with 700 sacks cement.
After drilling out to PBTD of 3084’ the upper and lower coal zones
were perforated from 2917’-3039’ with 4 shots per foot and fracture
stimulated with 220,000% 20/40 sand, 0.99 MMSCF N2 and 22,790 gallons
cross-linked gel water. The recorded initial potential and 24 hour
shut-in pressure were 313 MCFD and 520 psi, respectively. The well was
first delivered to the El1 Paso Natural Gas pipeline system on
September 6, 1990. The current deliverability for the well against a
150# line pressure is 101 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.42 Bcf.



Net Pay: 44 ft

Drainage area: 160 acres

Gas Content: 173 SCF/ton

Tonnage Factor: 2037 tons/acre-feet (from density 1loqg)
Recovery Factor: 17%

Economics

Completion Cost: $261,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 175 MCFD, Current - 104 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 6.8 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in Section 34, T27N-R7W,
comprising 640 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO befor?ly , this ﬁﬁﬁer igned
authority, on this day of \T&H D) 'Iijjﬂ
i

N D

Notary Rublic in and for
San Juan County, New Mexico

My Commissi Expires:
\ff s
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RINCON UNIT #291
RIO ARRIBA COUNTY, NEW MEXICO
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UNOCAL North American Qil & Gas Division
Economic Report Summary

REGION: Southwestern DISTRICT: Farmington CNTYSTATE: New Mexico
PROJECT NAME: RINCON U. #291 - FT TAXCR LOCATION:
BUDGET CATEGORY: EFFECTIVE DATE: FEB 0
BUDGET PRIORITY: PROPOSED BY
-------------- IDENTIFICATION ------=--=--- -==------- PROFIT INDICES --------- ------- PRESENT WORTH PROFILE -------
BTAX ATAX
FIELD : BASIN FRUITLAND COAL N PROFIT TO INV (P/1): ~---- ---- DISCOUNT BTAX ATAX
LSE/BLOCK : UNDISCOUNTED -0.49 0.27 RATE (%) (M3$) (M$)
FORMATION : FRUITLAND COAL DISC @ 10.0% -0.65 ~0.06 mmecese- eeeeiee el
TOTAL DEPTH: DISC & 15.0% -0.70 -0.16 0.0 -127. 72
OPERATOR : Unocal INV EFF RATIO (IER): 5.0 -152. 20
AFE # : UNDISCOUNTED -0.49 0.34 10.0 -168 -15
LIFE (YRS) : 29.6 DISC @ 10.0% -0.65 -0.07 15.0 -180. -40.
DISC @ 15.0% -0.70 -0.19 20.0 -188. -59
Wi OR1 GRI DATE 25.0 -193. -73
100.00000 80.99870 80.99870 JUL 1990 PAYOUT (YEARS) * 6.8
7.6 DISCOUNT DATE : JUL 1990

RATE OF RETURN (%) -1000.0
: DISCOUNT METHOD: EFFECTIVE MON

----------- COMMODITY PRICES ~------=-==-=-  =------ INVESTMENTS (M$) ~---=--==  ==-=-c-z=- CASH FLOW (M$) -----------
BEG END AVG GROSS NET NET
oIL ($/88BL) 0.00 0.00 0.00  LEASEHOLD 0. 0.  TOTAL REVENUES 331.
GAS ($/MCF) 1.42 1.42 1.42  DRY HOLE 0. 0.  EXPENSES:
NGL ($/8BL) 0.00 0.00 0.00 OPEX (LOE) 106.
SULPHUR ($/TON) 0.00 0.00 0.00  DRILLING 0. 0 WORKOVER 0.
COMPLETION 0. 0 PLANT 0.
$EQUIV BOE RATIO 6.00 6.00 6.00  PLATFORM 0. 0 SEV & ADVAL TAXES 48.
FACILITIES 0. 0 INDIRECT 17.
----------- UNIT COST PERFORMANCE ---------  PIPELINE 0. 0 OVERHEAD 25.
GROSS NET PLANT 0. 0 NET ABAND/SALV 0.
-------------- GATHERING 0. 0.
OPEX  ($/BOE) 2.21 2.73 NET INVESTMENTS 261.
OPEX  ($/BOSE) 6.46 7.97 MISC INTAN 183. 183.
F&D ($/BOE) 5.44 6.72 MISC TAN 78. 78.  BTAX CASH FLOW -127.
F&D ($/BOSE) 15.92 19.65 INCOME TAXES PAID -198.
ATAX CF ($/BOE) 1.85 TOTAL 261. 261.  ATAX CASH FLOW 72.
ATAX CF ($/BOSE) 5.40 DISC @ 10.0% 259. 259. ATAX DISC @ 10.0% 215,
--------------------- RESERVES & PRODUCTION «=-===csrocsssons  ooooeoeoonaniooo ASSUMPTIONS & REMARKS ------c-nnnnnn--
----- GROSS =----  =====- NET -=----
REMAIN uLT REMAIN uLT
OIL (MBBLS) 0. 0. 0. 0.
GAS (MMCF) 288. 288. 233, 233.
NGL (MBBLS) 0. 0. 0. 0.
SULPHUR (MTONS) 0. 0. 0. 0.
EQUIVALENT RESERVES:
BTU (MBOE)} 48, 48. 39. 39.
VALUE (MBOSE) 16. 16. 13. 13.
INITIAL RATE:
OIL (BBLS/DAY) 0. GLOBAL FILES: 1= SUNOCAL1 2= SUNOCAL2
GAS (MCF/DAY) 176. ALTKEY: USA

.........................................................................................................................

DATE: 04/22/91 TIME: 13:34:20 RPT FILE: 4 PG # 1 PRJ FILE: P.A. EVAL # 1



PF:P.A. UNOCAL North American Qil & Gas Division DATE: 04/22/91

EVAL #: 1 Economic Report Summary TIME: 13:34:20
AS OF JUL 1, 1990 PAGE: 2

NAME : RINCON U. #291 - FT TAXCR

FIELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL
OPERATOR  : UNOCAL

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

OIL + COND OIL + COND PRODUCTION VOLUME (RE: BOE) O+C PRICE OIL + COND GAS PRICE REVENUE REVENUE
---MBBLS--- >--MBBLS--- ---- MMCF--- =---- MMCF--- --- EMBBLS-- --- $/BBL--- ----- M$---- --- $/MCF-~- ----- ME---- ----- M$----
( 6M0)1990 0.0 0.0 18.0 14.6 2.4 0.00 0.0 .49 21.7 2+.7
1991 0.0 0.0 29.9 24.2 4.0 0.00 0.0 1.41 34.1 34.1
1992 0.0 0.0 19.5 15.8 2.6 0.00 0.0 1.42 22.4 22.4
1993 0.0 0.0 16.5 13.3 2.2 0.00 0.0 1.42 18.9 18.9
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 13.6 1.0 1.8 0.00 0.0 1.42 15.6 15.6
1996 0.0 0.0 12.7 10.3 1.7 0.00 0.0 1.42 14.5 14.5
1997 0.0 0.0 11.8 9.6 1.6 6.00 0.0 1.42 13.5 13.5
1998 0.0 0.0 1.1 9.0 1.5 0.00 0.0 1.42 12.8 12.8
1999 0.0 0.0 10.6 8.6 1.4 0.00 0.0 1.42 12.1 12.1
2000 0.0 0.0 10.0 8.1 1.4 0.00 0.0 1.42 11.5 11.5
2001 0.0 0.0 9.5 7.7 1.3 0.00 0.0 1.42 10.9 10.9
2002 0.0 0.0 9.1 7.3 1.2 0.00 0.0 1.42 10.4 10.4
2003 0.0 0.0 8.6 7.0 1.2 0.00 0.0 1.42 9.9 9.9
2004 0.0 0.0 8.2 6.6 1.1 0.00 0.0 1.42 9.4 9.4
SUB TOTAL 0.0 0.0 203.9 165.2 27.5 0.00 0.0 1.42 234.9 234.9
REMAINDER 0.0 0.0 83.7 67.8 1.3 0.00 0.0 1.42 96.0 96.0
TOT 29.6 YR 0.0 0.0 287.6 233.0 38.8 0.00 0.0 1.42 330.8 330.8
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
----- ME--~=- -=---M$---- -c---MB---- cocooMP---- oo -ME---- oMo -- c-eoMBe-o- c--oMBo-o- - -oMBo--- oo oMB----
( 6M0)1990 1.2 0.0 1.2 3.1 0.5 261.0 -244.0 -62.3 -181.7 -181.7
1991 3.6 0.0 3.6 5.0 1.4 0.0 24.1 -26.3 50.4 -131.4
1992 3.6 0.0 3.6 3.3 1.4 0.0 14.1 -19.7 33.8 -97.6
1993 3.6 0.0 3.6 2.8 1.4 0.0 1.1 -16.9 28.0 -£69.6
1994 3.6 0.0 3.6 2.5 1.4 0.0 9.5 -15.1 24.6 -45.0
1995 3.6 0.0 3.6 2.3 1.4 0.0 8.3 -13.2 21.5 -23.5
1996 3.6 0.0 3.6 2.1 1.4 0.0 7.4 -10.0 17.4 -6.1
1997 3.6 0.0 3.6 2.0 1.4 0.0 6.5 -8.3 14.8 8.8
1998 3.6 0.0 3.6 1.9 1.4 0.0 5.9 -6.7 12.6 21.3
1999 3.6 0.0 3.6 1.8 1.6 0.0 5.3 -6.5 1.8 330
2000 3.6 0.0 3.6 1.7 1.4 0.0 4.8 -6.2 1.0 440
2001 3.6 0.0 3.6 1.6 1.4 0.0 4.3 -6.0 10.3 54.4
2002 3.6 0.0 3.6 1.5 1.4 0.0 3.8 -5.8 9.6 641
2003 3.6 0.0 3.6 1.4 1.4 0.0 3.4 1.3 2.1 66.2
2004 3.6 0.0 3.6 1.4 1.4 0.0 3.0 1.1 1.8 68.0
SUB TOTAL 51.6 0.0 51.6 34.4 20.5 261.0 -132.6 -200.7 68.0 68.7
REMAINDER 54.3 0.0 54.3 14.1 21.6 0.0 6.0 2.3 3.7 7.7
TOT 29.6 YR 105.9 0.0 105.9 48.4 42.1 261.0 -126.6 -198.4 7.7 1.7
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AS OF JUL

: RINCON U. #291 - FT TAXCR
: BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO

AME
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¢ FRUITLAND COAL

: UNOCAL

‘ORMATION
PERATOR

NET NET PLANT  NET TRANS  NET ABAND
+TREAT+COMP & SALVAGE

SULPRUR

NET NGL
eeeaM$e-ee w--eeMeecs c-ecceccco- --oMBBLS--- ---$/BBL--- -----M$---c --M-TONS--- ---eM$---- ceesMBo---

EFFECTIVE
NGL PRICE REVENUE

NET NGL

NUMBER

OPER EXP GROSS WELLS

GROSS TOTAL TOTAL GROSS

OPER EXP

VOLUME

INVESTMENT

cee oM ---

0.0

0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
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1

1.2
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3.6
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3.6
3.6

261.0

. 6M0)1990

6.0

1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
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1.0
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0.0
0.0
0.0
0.0

1997
1998
1999
2000
2001

0.0

3.6
3.6
3.6
3.6
3.6
3.6
3.6

51.6

0.0
0.0

0.0

0.0
0.0

0.0
0.0

0.0
0.0
0.0

0.0
0.0

0.0

0.0

0.0

0.0

2002

0.0
0.0

0.0
0.0

0.0
0.0

0.0

0.0
0.0
261.0

2003
2004

SUB TOTAL

0.0
0.0
0.0

0.0

0.0

0.0

0.0

0.0
0.0

0.0
0.0

0.0
0.0

54.3

0.0

261.0

REMAINDER
TOT 29.6 YR

0.0

0.0

105.9

10C
AMORT

TAX
DEPLETION

TAX
DEPREC

NET
PIPELINE

NET
PLATFORM

NET
FACILITIES
T Tt - T . S 1L . S T Ey | LR TIEOIN 't SR v ST S

NET NET NET
DRILLING  COMPLETION

DRY HOLE

NET
LEASEHOLD

3.7

T

0.0

1"

0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0
0.0

0.0

0.0
0.0
0.0

( 6M0Y1990

0.0

19.1

1991

11

0.0
0.0
0.0

0.0

13.6

0.0
0.0

0.0
0.0

1992
1993
1994
1995

.0

"
1

9.7
7.0

7.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0
0.0
0.0
0.0

0.0 0.0

0.0
0.0

0.0

7.3

0.0

0.0

0.0

0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

7.0
3.5

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0

0.0

1996
1997
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0.0
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0.0
0.0
0.0
0.0
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0.0
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6.0
0.0
0.0
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0.0
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0.0
0.0
0.0
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0.0
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0.0
0.0

0.0

0.0
0.0
0.0
0.0

54.9

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

2002

0.0
0.0

2003

2004
SUB TOTAL
REMAINDER
10T 29.6 YR

0.0
78.0

0.0
0.0
0.0
0.0

6.0
0.0

0.0
0.0
0.0

0.0

0.0
54.9

0.0
78.0

0.0

0.0

0.0
0.0

0.0



SF:P.A. UNOCAL North American Oil & Gas Division DATE: 04/22/91

VAL #: 1" Economic Report Summary TIME: 13:34:22
AS OF JuL 1, 1990 PAGE: 4

JAME : RINCON U. #291 - FT TAXCR

SLELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL

JPERATOR  : UNOCAL

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

------------------------------------------------- ME----
( 6M0)1990 21218.8 14.4 0.840 0.000 14.4
1991 35289.7 24.0 0.840 0.000 24.0
1992 23068.8 15.7 0.840 0.000 15.7
1993 19436.6 13.2 0.840 0.000 13.2
1994 17500.5 1.9 0.840 0.000 1.9
1995 16087.6 10.9 0.840 0.000 10.9
1996 14961.5 10.2 0.840 0.000 10.2
1997 13918.2 9.5 0.840 0.000 9.5
1998 13123.6 8.9 0.840 0.000 8.9
1999 12467.5 8.5 0.840 0.000 8.5
-2000 11844 .1 8.1 0.840 0.000 8.1
2001 11251.9 7.7 0.840 0.000 7.7
2002 10689.3 7.3 0.840 0.000 7.3
2003 10154.8 0.0 0.000 0.000 0.0
2004 9647.1 0.0 0.000 0.000 0.0
SUB TOTAL 240659.8 150.3 0.840 0.000 150.3
REMAINDER 98737.8 0.0 0.000 0.000 0.0
TOT 29.6 YR 339397.6 150.3 0.840 0.000 150.3



SLOBAL FILE: SUNOCAL1

IVALUATION #11 IN PROJECT FILE "P.A. no04722/91 13:33:39
10 IDENT "30 25 U091205

20 DATES JUL 1990 JUL 1990 SEP 1990

50 NAME YRINCON U. #291 - FT TAXCR "
+0 FIELD "BASIN FRUITLAND COAL "
50 CNTYSTATE "NEW MEXICO "
50 FORMATION YFRUITLAND COAL "
70 OPERATOR "UNOCAL "
30 ECONOMICS ELIM

70 OWNERSHIP 1. 0.809987

120 COMMENT “"PROD DECLINE BASED ON AVG WELL CASE
130 COMMENT “FIRST 6 MONTHS = ACTUAL PROD.
140 GPROD P MON 5.269 5.331 3.888 3.494 3.274 3.191
150 GPROD * EXP * * * 40, 5.

160 GPROD * EXP * * * 28, 14.

170 GPROD * EXp * * * 10, 25.

180 GPROD * EXp * * * 7, 36.

190 GPROD * EXP * * * 5,

210 TAN 1 MON 78000. 0. O.

220 INTAN 1 MON 183000. 0.

240 PRGAS P MON 1.2 1.08 1.52 1.36 1.15
260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT P CON 300.

320 AVALPS * CON 3.5

*** START OF INSERT FILE C-TAX

10 COMMENT YASSUMES CONSTANT $.84 TAX CREDIT
20 COMMENT "To 2003

30 TEMPT * CON 0.

40 CADD TEMPT  GPROD

50 FACTOR 1000. TEMP1

60 FACTOR 1.18 TEMP1

70 TEMPS JAN 1990 CON 0.84

80 TEMPS JAN 2003 CON O.

96 CADD TEMP2  TEMP1

100 CFACTOR TEMPS  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

**% END OF INSERT FILE

370 ULTIMATE GPROD 420.

GLOBAL FILE: $UNOCAL2



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata nghway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 27 NORTH, RANGE 7 WEST, N.M.P.M.
Section 35: South/2
Containing 320 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #292 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #292 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on six months of actual production
history from the Rincon Unit #292 well which first delivered on
September 6, 19%0.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991.;

B111 Hering
District Petroleu Engineer
Union 0il Company of California




Well Summary

Well Name: Rincon Unit #292

Location: 2265’FSL, 1555’FWL, Sec 35, T27N, R7W
Elevation: 6586’ GL

Total Depth: 2949’/

Lease Number: SF-080385

Pool/Formation: Basin Fruitland Coal Gas
Spud Date: 4-22-90

Completion Date: 5-12-90

1st Delivery Date: 9-6-90

Perf’d Interval: 2866-2873, 2880-2895.

Geologic Summary
The Fruitland Formation was deposited in a coastal plain environment

landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary

The Rincon Unit #292 was drilled and completed by Union 0il Company of
California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 227 feet and cemented with 300 sacks
to surface. Production casing measuring 4-1/2" was then set at 2949
feet and cemented in two stages to surface with 720 sacks cement.
After drilling out to PBTD of 2944’ the lower coal zone was perforated
from 2866’- 2895’ with 4 shots per foot and fracture stimulated with
206,140# 20/40 sand, 67004 100 mesh sand and 56,700 gallons cross-
linked gel water. The recorded initial potential and 24 hour shut-in
pressure were 376 MCFD and 580 psi, respectively. The well was first
delivered to the El1 Paso Natural Gas pipeline system on September 6,
1990. The current deliverability for the well against a 150# line
pressure is 119 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.39 Bcf.



Net Pay: 46 ft

Drainage area: 160 acres

Gas Content: 158 SCF/ton

Tonnage Factor: 1982 tons/acre-feet (from density log)
Recovery Factor: 17%

Economics

Completion Cost: $228,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 256 MCFD, Current - 105 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 4.9 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in the S/2 Section 35, T27N-
R7W, comprising 320 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO before{ jpe,, this undersigned
authority, on this day of C%KL§Q 5§é}'ug? T?%QL.

Public in and for
San Juan County, New Mexico

Mycéﬁﬁ}fgfgﬁaﬁxpires:
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RINCON UNIT #292
RIO ARRIBA COUNTY, NEW MEXICO
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PROJECT NAME: RINCON U. #292 - FT TAXCR LOCATION:
BUDGET CATEGORY: EFFECTIVE DATE: FEB 0
BUDGET PRIORITY: PROPOSED BY
-------------- IDENTIFICATION --=--==c-~---- ---=----- PROFIT INDICES --------- ------- PRESENT WORTH PROFILE -------
BTAX ATAX
FIELD : BASIN FRUITLAND COAL \ PROFIT TO INV (P/I): -=--- ---- DISCOUNT BTAX ATAX
LSE/BLOCK UNDISCOUNTED -0.30 0.52 RATE (%) (M$) (M$)
FORMATION : FRUITLAND COAL DISC @ 10.0% -0.53 0.10 -----em 0 eeeeee e
TOTAL DEPTH: DISC @ 15.0% -0.59 -0.02 0.0 -68. 120.
OPERATOR  : Unocal INV EFF RATIO (lER): 5.0 -100. 62.
AFE # : UNDISCOUNTED -0.30 0.65 10.0 -120. 23.
LIFE (YRS) : 31.2 DISC @ 10.0% -0.53 0.12 15.0 -134. -5.
DISC @ 15.0% -0.59 -0.03 20.0 -143. -25.
Wl ORI GRI DATE 25.0 -150. -40.
100.00000 80.99870 80.99870 JUN 1990 PAYOUT (YEARS) * 4.9
RATE OF RETURN (%) -1000.0 14.0 DISCOUNT DATE : JUN 1990
DISCOUNT METHOD: EFFECTIVE MON
----------- COMMODITY PRICES -------------- =------ INVESTMENTS (M$) --------- ---------- CASH FLOW (M$) -----------
BEG END AVG GROSS NET NET
oIL ($/88L) 0.00 0.00 0.00 LEASEHOLD 0. 0. TOTAL REVENUES 370.
GAS ($/MCF) 1.52 1.42 1.45 DRY HOLE 0. 0. EXPENSES:
NGL ($/BBL) 0.00 0.00 0.00 OPEX (LOE) 111.
SULPHUR ($/TON) 0.00 0.00 0.00 DRILLING 0. 0. WORKQVER 0.
COMPLETION 0. 0. PLANT 0.
$EQUIV BOE RATIO 6.00 6.00 6.00 PLATFORM 0. 0. SEV & ADVAL TAXES 53.
FACILITIES 0. 0. INDIRECT 18.
----------- UNIT COST PERFORMANCE --------- PIPELINE 0. 0. OVERHEAD 26.
GROSS NET PLANT 0. 0. NET ABAND/SALV 0.
-------------- GATHERING o. 0.
OPEX ($/BOE) 2.12 2.61 NET INVESTMENTS 228.
OPEX ($/BOSE) 6.08 7.50 MISC INTAN 160. 160.
F&D ($/BOE) 4.34 5.36 MISC TAN 68. 68. BTAX CASH FLOW -68.
F&D ($/803%E) 12.45 15.37 INCOME TAXES PAID -187.
ATAX CF ($/BOE) 2.81 TOTAL 228 228.  ATAX CASH FLOW 120.
ATAX CF ($/BOSE) 8.06 DISC @ 10.0% 226 226. ATAX DISC @ 10.0% 23.
--------------------- RESERVES & PRODUCTION ----------------- -----cccconvvooooo ASSUMPTIONS & REMARKS ----------v-n----
----- GROSS -----  =----- NET ------
REMAIN ULT REMAIN ULt
OIL (MBBLS) 0. 0. 0. 0.
GAS (MMCF) 315. 315. 255. 255
NGL (MBBLS) 0. 0. 0. 0.
SULPHUR (MTONS) 0. 0. 0. 0.
EQUIVALENT RESERVES:
BTU (MBOE) 53. 53. 43, 43,
VALUE (MBOSE) 18. 18. 15. 15.
INITIAL RATE:
OIL (BBLS/DAY) 0. GLOBAL FILES: 1= SUNOCALY 2= SUNOCAL2
GAS (MCF/DAY) 256. ALTKEY: USA
DATE: 04/22/91 TIME: 13:36:19 RPT FILE: 4 PG # 13 PRJ FILE: P.A. EVAL # 14

UNOCAL North American Oil & Gas Division
Economic Report Summary
CNTYSTATE: New Mexico

REGION: Southwestern DISTRICT: Farmington



>F:P.A. UNOCAL North American Oil & Gas Division DATE: 04/22/91

VAL #: 14 Economic Report Summary TIME: 13:36:19
AS OF JUN 1, 1990 PAGE: HA

IAME : RINCON U. #292 - FT TAXCR

“1ELD : BASIN FRUITLAND COAL

INTY, STATE: NEW MEXICO
“ORMATION : FRUITLAND COAL
JDPERATOR  : UNOCAL

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

OIL + COND OIL + COND PRODUCTION VOLUME (RE: BOE) O+C PRICE OIL + COND GAS PRICE REVENUE REVENUE
---MBBLS--- -- tMBBLS--- ---- MMCF--- ---- MMCF--- --- EMBBLS-- --- $/8BL--- ----- M$---- --- $/MCF--- ----- M§---- ----- M$----
( 7M0)1990 0.0 0.0 20.8 16.8 2.8 0.00 0.0 1.85 31.2 3.2
1991 0.0 0.0 30.7 24.8 4.1 0.00 0.0 1.44 35.7 35.7
1992 0.0 0.0 20.7 16.8 2.8 0.00 0.0 1.42 23.8 23.8
1993 0.0 0.0 17.7 14.3 2.4 0.00 0.0 1.42 20.3 20.3
1994 0.0 0.0 15.9 12.9 2.2 0.00 0.0 1.42 18.3 18.3
1995 0.0 0.0 14.7 11.9 2.0 0.00 0.0 1.42 16.8 16.8
1996 0.0 0.0 13.7 11.1 1.8 0.00 0.0 1.42 15.7 15.7
1997 0.0 0.0 12.7 10.3 1.7 0.00 0.0 1.42 14.6 4.6
1998 0.0 0.0 12.0 9.7 1.6 0.00 0.0 1.42 13.8 13.8
1999 0.0 0.0 11.4 9.2 1.5 0.00 0.0 1.42 13.1 13.1
2000 0.0 0.0 10.8 8.8 1.5 0.00 0.0 1.42 12.4 12.4
2001 0.0 0.0 10.3 8.3 1.4 0.00 0.0 1.42 11.8 11.8
2002 0.0 0.0 9.8 7.9 1.3 0.00 0.0 1.42 11.2 11.2
2003 0.0 0.0 9.3 7.5 1.3 0.00 0.0 1.42 10.7 10.7
2004 0.0 0.0 8.8 7.1 1.2 0.00 0.0 1.42 10.1 10.1
su8 TOTAL 0.0 0.0 219.3 177.6 29.6 0.00 0.0 1.46 259.4 259.4
REMAINDER 0.0 0.0 96.0 77.8 13.0 0.00 0.0 1.42 110.1 110.1
TOT 31.2 YR 0.0 0.0 315.3 255.4 42.6 0.00 0.0 1.45 369.5 369.5
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

----- MP---- c----MB---- -----MB---- -----ME---- -----ME---- ---ooMBo--- --eeoM$o--- c--ooME---- -----MEe--- -----M3---
( 7M0X1990 1.2 0.0 1.2 3.9 0.5 228.0 -202.3 -54.4 -147.9 =147.9
1991 3.6 0.0 3.6 5.2 1.4 0.0 25.5 -24.9 50.4 -97.5
1992 3.6 0.0 3.6 3.5 1.4 0.0 15.2 -19.0 34.3 -63.3
1993 3.6 0.0 3.6 3.0 1.4 0.0 12.3 -16.4 28.7 -34.6
1994 3.6 0.0 3.6 2.7 1.4 0.0 10.6 -14.7 25.3 -9.3
1995 3.6 0.0 3.6 2.5 1.4 0.0 9.3 -13.0 22.3 13.0
1996 3.6 0.0 3.6 2.3 1.4 0.0 8.3 -10.1 18.4 31.5
1997 3.6 0.0 3.6 2.1 1.4 0.0 7.4 -8.5 15.9 47.4
1998 3.6 0.0 3.6 2.0 1.4 0.0 6.7 -7 13.8 61.2
1999 3.6 0.0 3.6 1.9 1.4 0.0 6.1 -6.8 13.0 74.2
2000 3.6 0.0 3.6 1.8 1.4 0.0 5.6 -6.6 12.1 86.3
2001 3.6 0.0 3.6 1.7 1.4 0.0 5.0 -6.3 11.4 97.7
2002 3.6 0.0 3.6 1.6 1.4 0.0 4.5 -6.1 10.7 108.4
2003 3.6 0.0 3.6 1.6 1.4 0.0 4.1 1.5 2.5 11C.9
2004 3.6 0.0 3.6 1.5 1.4 0.0 3.6 1.4 2.2 131
SUB TOTAL 51.6 0.0 51.6 37.3 20.5 228.0 -78.0 -191.2 113.1 130
REMAINDER 59.7 0.0 59.7 16.2 23.8 0.0 10.5 4.0 6.5 119.%
TOT 31.2 YR 111.3 0.0 11.3 53.4 44.3 228.0 -67.5 -187.2 119.6 119.4
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: FRUITLAND COAL

: UNOCAL
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“ORMATION
PERATOR

NET PLANT  NET TRANS  NET ABAND

NET
SULPHUR

NET NGL

REVENUE

EFFECTIVE
NGL PRICE
s--e-M$---- -----M$e-es ceso-cecene <--MBBLS--- ---$/BBL--- -----M$=--- ~<M-TONS--+ -=---M--=s --c--MBrocn -no-

NET NGL

NUMBER

OPER EXP GROSS WELLS

GROSS TOTAL TOTAL GROSS

+TREAT+COMP & SALVAGE

OPER EXP

VOLUME

INVESTMENT

ME .-
0.0

0.0

0.0
0.0

0.0

0.0

0.0

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.0

1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0

1.2
3.6

228.0

. 7M0)1990

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0

0.0

0.0

0.0
0.0

0.0

1991

0.0
0.0
0.0
0.0

0.0

3.6
3.6
3.6
3.6

0.0
0.0
0.0

1992

0.0
0.0
0.0
0.0
0.0
6.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0

1993

1994
1995

0.0
0.0

0.0
0.0
0.0

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0

3.6
3.6

1996

0.0
0.0
0.0

0.0

1997

0.0
0.0

0.0
0.0
0.0

3.6
3.6
3.6
3.6
3.6
3.6
3.6
51.6

1998
1999

2000

0.0
0.0
0.0

0.0
0.0
0.0
0.0

0.0

0.0
0.0

2001

0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0
0.0

2002

0.0

0.0

2003

2004
SUB TOTAL
REMAINDER
TOT 31.2 YR

0.0

0.0
0.0

0.0
0.0
0.0
0.0

0.0

0.0
228.0

0.0

0.0

0.0

0.0
0.0

0.0

59.7

111.3

0.0
228.0

0.0

0.0

0.0

10C
AMORT

TAX
DEPLETION

TAX
DEPREC

NET
PIPELINE

NET
PLATFORM

NET
FACILITIES
SceoM$-s- s soo-M$ese ceiooM$e s ccoooMBrooo ceoooM$eeen cocoMeccs oo eMEecos seeeaM$enos cooo M$oooe eoooMBe---

NET NET NET
DRILLING COMPLETION

DRY HOLE

NET
LEASEHOLD

0.0 0.0 0.0 0.0 0.0 0.0 9.7 0.0 3.2

0.0
0.0

( 7M0)1990

9.6

0.0
0.0
0.0

16.7

i

0.0
0.0
0.0
0.0

0.0

0.0

0.0

0.0

0.0

1991

9.6
2.6

0.0
0.0
0.0

0.0

0.0

0.0
0.0
0.0
0.0

0.0

0.0

0.0
0.0

1992
1993
1994
1995

8.5

0.0
0.0
0.0

0.0

0.0

9.6
6.4

0.0
0.0
0.0
0.0
0.0

6.1

0.0

0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0

6.1

0.0
0.0
0.0
0.0

0.0

0.0

0.0
0.0

0.0
0.0

6.1

0.0
0.0
0.0
0.0
0.0

0.0

1996

3.0
0.0

0.0

0.0
0.0

0.0
0.0

0.0

1997

1998

0.0
0.0
0.0
0.0
0.0
0.0
0.0

48.0

0.0

0.0

0.0
0.0

0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0

0.0

1999

2000

0.0
0.0

0.0

0.0

0.0
0.0

0.0

2001

0.0

0.0

0.0
0.0

0.0
0.0

0.0

2002

2003

2004
SUB TOTAL
REMAINDER
TOT 31.2 YR

0.0
0.0

0.0
0.0

68.0

0.0
0.0

0.0

0.0

0.0

0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0

0.0

0.0

0.0
48.0

0.0

0.0

0.0

0.0

0.0
0.0

68.0

0.0



>FiPL.A. UNOCAL North American Oil & Gas Division DATE: 04/22/91

VAL #: 14 Economic Report Summary TIME: 13:36:22
AS OF JUN 1, 1990 PAGE: 16

IAME : RINCON U. #292 - FT TAXCR

"1IELD : BASIN FRUITLAND COAL

INTY, STATE: NEW MEXICO
“ORMATION : FRUITLAND COAL
JPERATOR  : UNOCAL

TEMP TEMP TEMP TEMP NET CREDITS

#1 #2 #5 #6 INPUT
................................................. M$----
{ 7TM0)1990 24545.2 16.7 0.840 0.000 16.7
1991 36172.9 24.6 0.840 0.000 24.6
1992 26445.7 16.6 0.840 0.000 16.6
1993 20880.1 16.2 0.840 0.000 14.2
1994 18810.6 12.8 0.840 0.000 12.8
1995 17329.8 11.8 0.840 0.000 1.8
1996 16116.7 11.0 0.840 0.000 1.0
1997 14998.2 10.2 0.840 0.000 10.2
1998 14162.0 9.6 0.840 0.000 9.6
1999 13453.9 9.2 0.840 0.000 9.2
2000 12781.2 8.7 0.840 0.000 8.7
2001 12142.2 8.3 0.840 0.000 8.3
2002 11535.1 7.8 0.840 0.000 7.8
2003 10958.3 0.0 0.000 0.000 0.0
2004 10410.4 0.0 0.000 0.000 0.0
SUB TOTAL 258742.1 161.5 0.840 0.000 161.5
REMAINDER 113307.5 0.0 0.000 0.000 0.0
70T 31.2 YR 372049.7 161.5 0.840 0.000 161.5



JLOBAL FILE: SUNOCAL1

CVALUATION #14 IN PROJECT FILE “P.A. o 04/22/91 13:35:38
0 IDENT "0 25 u091205

0 DATES JUN 1990 JUN 1990 SEP 1990

0 NAME “RINCON U. #292 - FT TAXCR "

0 FIELD UBASIN FRUITLAND COAL "

;0 CNTYSTATE “NEW MEXICO "

50 FORMATION “FRUITLAND COAL "

‘0 OPERATOR “UNOCAL "

3 ECONOMICS ELIM
‘0 OWNERSHIP 1. 0.809987

120 COMMENT "PROD DECLINE BASED ON AVG WELL CASE
130 COMMENT “FIRST 6 MONTHS = ACTUAL PROD.
140 GPROD P MON 7.691 4.876 4.347 3.887 3.345 3.204
150 GPROD * EXP * * * 60. 4.

160 GPROD * EXP * * * 28, 14.

170 GPROD * EXp * * * 10. 25.

180 GPROD * EXp * * * 7. 36.

190 GPROD * EXP * * * 5,

210 TAN 1 MON 68000. 0. 0.

220 INTAN 1 MON 160000. 0.

240 PRGAS P MON 1.29 1.54 1.89 1.8 1.37
260 PRGAS * CoN 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT P CON 300.

320 AVALPS * CON 3.5

*** START OF INSERT FILE C-TAX

10 COMMENT WASSUMES CONSTANT $.84 TAX CREDIT
20 COMMENT “T0 2003

30 TEMP1 * CON 0.

40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

50 FACTOR 1.18 TEMP1

70 TEMPS JAN 1990 CON 0.84

80 TEMPS JAN 2003 CON 0.

90 CADD TEMP2  TEMP1

100 CFACTOR TEMP5  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

*** END OF INSERT FILE

370 ULTIMATE GPROD 390.

GLOBAL FILE: $UNOCAL2



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 26 NORTH, RANGE 7 WEST, N.M.P.M.
Section 2:
Containing 640 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #294 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #294 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on six months of actual production
history from the Rincon Unit #294 well which first delivered on
September 6, 1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991.

é,// : A

Bill Hering

District Petrolleum Engineer
Union 0il Company of California




Well Summary
Well Name: Rincon Unit #294

Location: 1219’FNL, 1246’FEL, Sec 2, T26N, R7W

Elevation: 6640’ GL

Total Depth: 2969’

Lease Number: E-291-3

Pool/Formation: Basin Fruitland Coal Gas

Spud Date: 6-19-90

Completion Date: 7-22-90

1st Delivery Date: 9-6-90

Perf’d Interval: 2822, 2830-2838, 2888-2890, 2892-2896, 2898-2901,
2905-2920.

Geologic Summary
The Fruitland Formation was deposited in a coastal plain environment

landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary
The Rincon Unit #294 was drilled and completed by Union 0il Company of

California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 360 feet and cemented with 300 sacks
to surface. Production casing measuring 4-1/2" was then set at 2969
feet and cemented in two stages to surface with 750 sacks cement.
After drilling out to PBTD of 2964’ the upper and lower coal zones
were perforated from 2822/-2920’ with 4 shots per foot and fracture
stimulated with 120,000# 20/40 sand, .75 MMSCF N2 and 24,000 gallons
cross-linked gel water. The recorded initial potential and 24 hour
shut-in pressure were 300 MCFD and 605 psi, respectively. The well was
first delivered to the E1 Paso Natural Gas pipeline system on
September 6, 1990. The current deliverability for the well against a
150# line pressure is 107 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.48 Bcf.



Net Pay: 44 ft

Drainage area: 160 acres

Gas Content: 198 SCF/ton

Tonnage Factor: 2037 tons/acre-feet (from density log)
Recovery Factor: 17%

Economics

Completion Cost: $239,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 161 MCFD, Current - 93 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 6.3 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.



STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon ocath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in Section 2, T26N-R7W,
comprising 640 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO beforas meg, this,u rsi d
authority, on this day of Q*}jLA giéigiﬂ 12?&1 .

San Juan County, New Mexico

My Commission Expires:

VU9
/U

o
e gy R
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REGION: Southwestern

PROJECT NAME: RINCON U. #294 - FT

BUDGET CATEGORY:
BUDGET PRIORITY:

DATE

R R R IDENTIFICATION ----
FIELD : BASIN FRUITLAND COAL
LSE/BLOCK
FORMATION : FRUITLAND COAL
TOTAL DEPTH:
OPERATOR + Unocat
AFE # :
LIFE (YRS) : 30.2

Wi OR1 GRI
100.00000 80.99870 80.99870 JUN 1990
----------- COMMODITY PRICES -----

BEG END

olt ($/B8BL) 0.00 0.00
GAS ($/MCF) 1.30 1.42
NGL ($/BBL} 0.00 0.00
SULPHUR ($/TON) 0.00 0.00
$EQUIV BOE RATIO 6.00 6.00

OPEX ($/BOE)
OPEX ($/B0O%E)
F&D ($/80E)
F&D ($/BOSE)

ATAX CF ($/BOE)
ATAX CF ($/BOSE)

OIL (MBBLS)
GAS (MMCF)

NGL (MBBLS)
SULPHUR (MTONS)

EQUIVALENT RESERVES:
BTU (MBOE)
VALUE (MBOS$E)

INITIAL RATE:
OIL (BBLS/DAY)
GAS (MCF/DAY)

UNIT COST PERFORMANCE

GROSS

GROS

g -----

49.
17.

UNOCAL North American Oil & Gas Division

Economic Report Summary

DISTRICT: Farmington

TAXCR

PROFIT TO INV (P/1):

UNDISCOUNTED
DISC @ 10.0%
DISC @ 15.0%

EFFE
PROP

PROFIT INDICES -

BTAX
-0.42
-0.62
-0.67

INV EFF RATIO (IER):

UND1SCOUNTED
DISC @ 10.0%
DISC & 15.0%

PAYOUT (YEARS)

-0.42
-0.62
-0.67

*

RATE OF RETURN (%) -1000.0

LEASEHOLD
DRY HOLE

DRILLING
COMPLETION
PLATFORM
FACILITIES
PIPELINE
PLANT
GATHERING

MISC INTAN
MISC TAN

TOTAL
DIsC @ 10.0%

----- NET ------
ULt

0. 0.
236. 236.
0 0

0 0

39. 39.
13. 13.

GROSS

OO0 OO0

CNTYSTATE: New Mexico

LOCATION:
CTIVE DATE: FEB O
0SED BY
--------------- PRESENT WORTH PROFILE

ATAX

“een DISCOUNT BTAX

0.36 RATE (%) (M$)

0,01 eeeeees eeeeees
-0.12 0.0 -101.
5.0 -129.

0.45 10.0 -147
-0.02 15.0 -159.
-0.15 20.0 -167.

25.0 -173.
6.3
9.4 DISCOUNT DATE : JUN 1990
DISCOUNT METHOD: EFFECTIVE
T CASH FLOW (M$) ---
NET

0. TOTAL REVENUES
0.  EXPENSES:

OPEX (LOE)
0. WORKOVER
0. PLANT
0. SEV & ADVAL TAXES
0. INDIRECT
0. OVERHEAD
0. NET ABAND/SALV
0.
NET INVESTMENTS
167.
72. BTAX CASH FLOW
INCOME TAXES PAID
239.  ATAX CASH FLOW
237. ATAX DISC @ 10.0%

MON

DATE: 04/22/91

: 13:36:49

RPT FILE: 4

GLOBAL FILES: 1= $UNOCAL1 2= $UNOCALZ
ALTKEY: USA
17 PRJ FILE: P.A. EVAL #



dF:PL.A. UNOCAL North American Qil & Gas Division DATE: 04/22/91

VAL #: 15 Economic Report Summary TIME: 13:36:49
AS OF JUN 1, 1990 PAGE: 18

{AME : RINCON U. #294 - FT TAXCR

LELD : BASIN FRUITLAND COAL

INTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL
ODPERATOR  : UNOCAL

GROSS PROD NET VOLUME GROSS GAS NET GAS  NET EQ PROD EFFECTIVE NET REV EFFECTIVE NET GAS NET TOTAL
OIL + COND OIL + COND PRODUCTION VOLUME (RE: BOE) O+C PRICE  OIL + COND GAS PRICE REVENUE REVENUE

~--MBBLS--- --- MBBLS--- ---- MMCF--- ---- MMCF--- --- EMBBLS-- --- $/BBL--- ----- M$---- --- $/MCF--- ----- M$---e oo M$----

¢ 7M0)1990 0.0 0.0 16.2 13 2.2 0.00 0.0 1.63 21.4 21.4
1991 0.0 0.0 28.1 22.8 3.8 0.00 0.0 1.44 32.7 32.7
1992 0.0 0.0 19.4 15.7 2.6 0.00 0.0 1.42 22.2 22.2
1993 0.0 0.0 16.8 13.6 2.3 0.00 0.0 1.42 19.2 19.2
1994 0.0 0.0 15.1 12.2 2.0 0.00 0.0 1.42 17.3 17.3
1995 0.0 0.0 13.9 1.3 1.9 0.00 0.0 1.42 16.0 16.0
1996 0.0 0.0 13.0 10.5 1.8 0.00 0.0 1.42 14.9 14.9
1997 0.0 0.0 12.1 9.8 1.6 0.00 0.0 1.42 3.9 13.9
1998 0.0 0.0 1.4 9.2 1.5 0.00 0.0 1.42 131 13.1
1999 0.0 0.0 10.8 8.8 1.5 0.00 0.0 1.42 12.4 12.4
2000 0.0 0.0 10.3 8.3 1.4 0.00 0.0 1.42 11.8 11.8
2001 0.0 0.0 9.8 7.9 1.3 0.00 0.0 1.42 1.2 1.2
2002 0.0 0.0 9.3 7.5 1.3 0.00 0.0 1.42 10.7 10.7
2003 0.0 0.0 8.8 7.2 1.2 6.00 0.0 1.42 10.1 10.1
2004 0.0 0.0 8.4 6.8 1.1 6.00 0.0 1.42 9.6 9.6

SUs TOTAL 0.0 0.0 203.5 164.8 27.5 0.00 0.0 1.44 236.6 236.6
REMAINDER 0.0 0.0 87.8 71.1 11.8 0.00 0.0 1.42 100.7 100.7
TOT 30.2 YR 0.0 0.0 291.2 235.9 39.3 0.00 0.0 1.43 337.3 337.3

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$---- ~----MBo--- -c-eoME---- ---ooMBo-o- -o---MBo--- - oMEooan mc-ooM3ieo- ca-oMBoc-- oo oMBeoos oo oMBo---

( 7MD)Y 1990 1.2 0.0 1.2 2.9 0.5 239.0 -222.1 -56.2 -165.9 -165.9
1991 3.6 0.0 3.6 4.8 1.4 0.0 22.9 -26.4 47.3 -118.6
1992 3.6 0.0 3.6 3.3 1.4 0.0 13.9 -18.9 32.8 -85.8
1993 3.6 0.0 3.6 2.8 1.4 0.0 1.4 -16.4 27.7 -58.1
1994 3.6 0.0 3.6 2.5 1.4 0.0 9.8 -14.7 24.4 -33.7
1995 3.6 0.0 3.6 2.3 1.4 0.0 8.6 -12.9 21.5 -12.1
1996 3.6 0.0 3.6 2.2 1.4 0.0 7.7 -9.9 17.6 5.5
1997 3.6 0.0 3.6 2.0 1.4 0.0 6.8 -8.3 15.1 20.6
1998 3.6 0.0 3.6 1.9 1.4 0.0 6.1 -6.8 13.0 33.6
1999 3.6 0.0 3.6 1.8 1.4 0.0 5.6 -6.6 12.2 45.7
2000 3.6 0.0 3.6 1.7 1.4 0.0 5.1 -6.4 1.4 57.1
2001 3.6 0.0 3.6 1.6 1.4 0.0 4.5 -6.1 10.7 67.8
2002 3.6 0.0 3.6 1.6 1.4 0.0 4.1 -5.9 10.0 77.8
2003 3.6 0.0 3.6 1.5 1.4 0.0 3.6 1.4 2.2 80.0
2004 3.6 0.0 3.6 1.4 1.4 0.0 3.2 1.2 2.0 82.0
SUB TOTAL 51.6 0.0 51.6 34.4 20.5 239.0 -108.9 -190.9 82.¢ 82.0
REMAINDER 56.1 0.0 56.1 14.8 22.3 0.0 7.5 2.8 4.6 86.6
TOT 30.2 YR 107.7 0.0 107.7 49.2 42.9 239.0 -101.4 -188.1 86.6 86.6
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DATE: 04/22/91
13:36:51
NET ABAN

TIME:
PAGE:

NET TRANS
+TREAT+COMP & SALVAGE

NET PLANT
OPER EXP

NET
SULPHUR

NET NGL
REVENUE

1, 1990
e oM$---= =--e-M$eces -oee-ccecec ---MBBLS--- ---$/BBL--- -----M$---- --M-TONS--- ---=-ME---- ---=-M$---- ---nMge---

EFFECTIVE
NGL PRICE

Economic Report Summary
AS OF JUN

VOLUME

UNOCAL North American 0il & Gas Division
NET NGL

NUMBER

OPER EXP GROSS MWELLS

: RINCON U, #294 - FT TAXCR
GROSS TOTAL TOTAL GROSS
INVESTMENT

: BASIN FRUITLAND COAL
: FRUITLAND COAL
: UNOCAL

15
NTY, STATE: NEW MEXICO

>F:P.A.
{AME
“TELD
FORMATION
JPERATOR

VAL #:

[

(]

0.0

0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0

0.0

0.0
0.0

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.0
0.0
0.0
0.0
0.0
0.0

1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0
1.0

1.2
3.6

239.0

7 7MO)1990

<

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

199N
1992
1993
1994
1995

0.C

0.0

3.6

(]

0.0
0.0

0.0
0.0

3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6
3.6

0.0
0.
0.0
0.0
0.0
0.¢
0.0

0.2
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

3.6
3.6
51.6
56.1
107.7

0.0
0.0
0.0
0.0
0.0
239.0
0.0
239.0

1996
1997
1998
1999
2000
2001
2002
2003
2004
SUB TOTAL
REMAINDER
70T 30.2 YR

[}

0.0

3.3
10.0
10.9
10.9
10.0

6.7

0.0

0.0

0.0

IDC
AMORT

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

TAX
DEPLETION

10.3
17.6
12.6
9.0
6.4
6.4
6.4
3.2
0.0
0.0

TAX
DEPREC

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

NET
PIPELINE

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

NET
PLATFORM

. SR T S L L R T L S r e | TN - S v S
0.0

0.0
0.0
0.0
6.0
0.0
0.0
0.0
0.0

NET
FACILITIES

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

NET
COMPLETION

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

NET
DRILLING

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

NET
DRY HOLE

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

NET
LEASEHOLD

1991
1992
1993
1994
1995
1996
1997
1998

( 7M0)1990

(=]

0.0
0.0

0.0
0.0

0.0

0.0

0.0

1999
2000
2001

0.0
0.0
0.0
0.C
0.0

50.1
0.0

0.0
0.0
0.0
0.0
0.0

72.0
0.0

72.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

2002

2003

2004
SUB TOTAL
REMAINDER
TOT 30.2 YR



FiP.A. UNOCAL North American Qit & Gas Division DATE: 04/22/91

VAL #: 15 Economic Report Summary TIME: 13:36:52
AS OF JUN 1, 1990 PAGE : 20

AME : RINCON U. #294 - FT TAXCR

"1ELD : BASIN FRUITLAND COAL

INTY, STATE: NEW MEXICO
“ORMATION : FRUITLAND COAL
JPERATOR ¢ UNOCAL

TEMP TEMP TEMP TEMP NET CREDITS

# #2 #5 #6 INPUT
................................................. ME---~
© 7TMO) 1990 19138.4 13.0 0.840 0.000 13.0
1991 33188.8 22.6 0.840 0.000 22.6
1992 22871.1% 15.6 0.840 0.000 15.6
1993 19774 .1 13.5 0.840 0.000 13.5
1994 17827.9 12.1 0.840 0.000 12.1
1995 16456.7 1.2 0.840 0.000 1.2
1996 15304.7 10.4 0.840 0.000 10.4
1997 14249.8 9.7 0.840 0.000 9.7
1998 13472.4 9.2 0.840 0.000 9.2
1999 12798.7 8.7 0.840 0.000 8.7
2000 12158.8 8.3 0.840 0.000 8.3
2001 11550.9 7.9 0.840 0.000 7.9
2002 10973.3 7.5 0.840 0.000 7.5
2003 10424.7 0.0 0.000 0.000 0.0
2004 9903.4 0.0 0.000 0.000 0.0
SUB TOTAL 240093.5 149.5 0.840 0.000 149.5
REMAINDER 103559.6 0.0 0.000 0.000 0.0
TOT 30.2 YR 343653.1 149.5 0.840 0.000 149.5



iLOBAL FILE: $UNOCAL1

IVALUATION #15 IN PROJECT FILE “P.A. wo04/722/91 13:36:23
‘0 IDENT “30 25 U091205

'0 DATES JUN 1990 JUN 1990 SEP 1990

0 NAME YRINCON U. #294 - FT TAXCR "

-0 FIELD “BASIN FRUITLAND COAL "

>0 CNTYSTATE "NEW MEXICO "

50 FORMATION “FRUITLAND COAL "

’0 OPERATOR "UNOCAL "

50 ECONOMICS ELIM
’0 OWNERSHIP 1. 0.809987

120 COMMENT "PROD DECLINE BASED ON AVG WELL CASE
130 COMMENT "FIRST 6 MONTHS = ACTUAL PROD.

140 GPROD P MON 4.848 4.367 3.452 3.552 3.319 2.836
150 GPROD * EXP * * * 60, 3.

160 GPROD * EXP * * * 28. 14,

170 GPROD * EXp * * * 10. 25.

180 GPROD * EXp * * * 7. 36.

190 GPROD * EXP * * * 5,

210 TAN 1 MON 72000. 0. O.

220 INTAN I MON 167000. O.

240 PRGAS P MON 1.1 1.33 1.65 1.57 1.34
260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT P CON 300.

320 AVALPS * CON 3.5

*** START OF INSERT FILE C-TAX

10 COMMENT WASSUMES CONSTANT $.84 TAX CREDIT

20 COMMENT “T0 2003

30 TEMP1 * CON 0.

40 CADD TEMP1  GPROD

50 FACTOR 1000. TEMP1

60 FACTOR 1.18 TEMPI

70 TEMPS JAN 1990 CON D.B4

80 TEMPS5 JAN 2003 CON O.

90 CADD TEMP2  TEMP1

100 CFACTOR TEMPS  TEMP2

110 FACTOR 0.809987 TEMP2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

*** END OF INSERT FILE
370 ULTIMATE GPROD 480.

GLOBAL FILE: $UNOCAL2



APPLICATION TO EXPAND THE BASIN FRUITLAND COAL GAS PARTICIPATING AREA
- RINCON UNIT - RIO ARRIBA COUNTY, NEW MEXICO

Duane Spencer

Chief of Reservoir Management

Bureau of Land Management - Minerals Division
1235 La Plata Highway

Farmington, New Mexico 87401

Union 0il Company of California, as unit operator of the Rincon Unit,
respectfully submits for your approval the following described lands
to constitute expansion to the participating area for the Basin
Fruitland Coal Gas producing formation, to wit:

TOWNSHIP 26 NORTH, RANGE 7 WEST, N.M.P.M.
Section 11:
Containing 640 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 - Basin Fruitland Coal Gas Formation

2) Basin Fruitland Coal Gas Formation Gross Isopach

3) Type Log

4) Land Map - Rincon Unit

5) Rincon Unit #295 Fruitland Coal Gas Production Decline Curve

6) Rincon Unit #295 Fruitland Coal Gas Economics

7) Schedule of Lands and Working Interest Ownership in the expansion
to the Basin Fruitland Coal Gas Participating Area (Participation
Allocation Formula)

8) Applicant’s Statement and Affidavit

This application is predicated on nine of actual production history
from the Rincon Unit #295 well which first delivered on September 21,
1990.

Applicant respectfully requests your approval of the hereinabove
selection of lands to constitute the expansion to the Basin Fruitland
Coal Gas Formation participating area, to be effective September 1,
1990.

Dated this 22nd day of July, 1991. g
[

Bill Hering
District Petroleum Engineer
Union Oil Company of California




Well Summary
Well Name: Rincon Unit $#295

Location: 1645’FNL, 1125’FEL, Sec 11, T26N, R7W

Elevation: 6516’ GL

Total Depth: 2800’

Lease Number: SF-079160

Pool/Formation: Basin Fruitland Coal Gas

Spud Date: 6-14-90

Completion Date: 8-06-90

1st Delivery Date: 9-21-90

Perf’d Interval: 2607-2610, 2629, 2635, 2639-2647, 2710-2714,
2724-2738.

Geologic Summary
The Fruitland Formation was deposited in a coastal plain environment

landward of the Pictured Cliffs strandline. It consists of shales,
siltstones, sandstones and coal. The coals were deposited in low-lying
areas such as lagoons, swamps and bayous behind the barrier islands,
bars, and beaches of the Pictured Cliffs sandstone. The coal is best
developed in the basal Fruitland, and extends aerially over the entire
basin with the exception of a small region on the eastern margin. Net
coal varies from 20 to 80 feet thick with the thickest sections being
in the north-central part of the basin. The Rincon Unit coals range in
thickness from 30 to 70 feet and in some areas of the unit are split
into an upper and a basal coal zone. The coal itself is considered
High Volatile C Bituminous in rank. Regional dip is 1 to 2 degrees to
the northeast, and structure does not appear to be a factor in natural
gas entrapment anywhere in the area of the unit.

Engineering Summary

The Rincon Unit #295 was drilled and completed by Union 0il Company of
California as a Basin Fruitland Coal Gas producer in 1990. Surface
pipe measuring 8-5/8" was set at 361 feet and cemented with 300 sacks
to surface. Production casing measuring 4-1/2" was then set at 2799
feet and cemented in two stages to surface with 650 sacks cement.
After drilling out to PBTD of 2794’ the upper and lower coal zones
were perforated from 2607/-2738’ with 4 shots per foot and fracture
stimulated with 170,000# 20/40 sand, 637,577 SCF N2 and 19,259 gallons
cross-linked gel water. The recorded initial potential and 24 hour
shut-in pressure were 146 MCFD and 300 psi, respectively. The well was
first delivered to the El Paso Natural Gas pipeline system on
September 21, 1990. The current deliverability for the well against a
150# line pressure is 70 MCFD.

Volumetrics calculated on the below-listed parameters yields a
recoverable gas volume of 0.30 Bcf.



Net Pay: 40 ft

Drainage area: 160 acres

Gas Content: 150 SCF/ton

Tonnage Factor: 1860 tons/acre-feet (from density log)
Recovery Factor: 17%

Economics

Completion Cost: $222,000

Royalty Burden: 19.00%

Gas Price: $1.20/MMBTU

Operating Cost: $300/month

Tax Credit: $0.84/MMBTU constant

Production Rate: Maximum - 130 MCFD, Current - 55 MCFD,
No associated water production

Economics based on the above are attached. Given the investment cost
to complete this well payout should occur in 6.2 years. Compared with
net total revenue this Basin Fruitland Coal Gas well produces in
economic quantities above operating costs.
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STATE OF NEW MEXICO
COUNTY OF SAN JUAN
APPLICANT’S STATEMENT AND AFFIDAVIT

BEFORE ME, the undersigned authority on this day personally appeared
Bill Hering, District Petroleum Engineer, known to me to be the person
whose name is subscribed to this instrument, who, having been by me
first duly sworn, upon oath states as follows:

1) That this Statement and Affidavit is made concerning this
application for expansion to the Basin Fruitland Coal Gas
participating area in the Rincon Unit, in Section 11, T26N-R7W,
comprising 640 acres.

2) That to the best of his information, knowledge and belief, the
information supplied is true.

3) That notice of this application has been mailed or delivered to the
Rincon Unit working interest owners in accordance with the unit
agreement and the unit operating agreement.

4)That he certifies that the information and data contained in the
application are true and correct and that all copies of records or
summaries of such records relied upon in the application are true,
correct and authentic copies of documents on file in the offices of
Union 0il Company of California.

5) That he is of lawful age, that he is a responsible official of
Union, that he is duly authorized to make this Statement and Affidavit
on behalf of Union, that he has knowledge of the facts contained
herein, that this Statement and Affidavit is true and correct, and
that he adopts the allegations herein as his sworn statement.

SUBSCRIBED AND SWORN TO bef me, thl unde ned
authority, on this day of b&_ Hk) dﬁh?

u\

Publi€ 1in and for
San Juan County, New Mexico

My Com7157%32§?xp1res.

rs,
“hrpemy . ,,M.pm
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RINCON UNIT #295
RIO ARRIBA COUNTY, NEW MEXICO

Gas Production (MCFD)
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REGION: Southwestern

PROJECT NAME: RINCON U. #295 - FT

BUDGET CATEGORY:
BUDGET PRIORITY:

-------------- IDENTIFICATION -------~-=-=--

FIELD : BASIN FRUITLAND COAL

LSE/BLOCK

FORMATION : FRUITLAND COAL

TOTAL DEPTH:

OPERATOR : Unocal

AFE # :

LIFE (YRS) : 30.8

Wi ORI GRI DATE

100.00000 80.99870 80.99870 JUN 1990

----------- COMMODITY PRICES --------------
BEG END AVG

olL ($/BBL) 0.00 0.00 0.00

GAS ($/MCF) 1.57 1.42 1.44

NGL ($/BBL) 0.00 0.00 0.00

SULPHUR (3/TON) 0.00 0.00 0.00

$EQUIV BOE RATIO 6.00 6.00 6.00

----------- UNIT COST PERFORMANCE ---------

GROSS NET

OPEX ($/8B0OE) 2.30 2.84

OPEX ($/B03%E) 6.06 7.48

F&D ($/BOE) 4.47 5.52

F&D ($/BOSE) 11.78 14.55

ATAX CF (%$/BOE) 2.52

ATAX CF ($/BOSE) 6.63

UNOCAL North American Qil & Gas Division

Economic Report Summary
DISTRICT: Farmington

TAXCR

EFFECTIVE DATE:

PROPOSED BY

PROFIT INDICES

BTAX ATAX
\PROFIT TO INV (P/1}: ~---- R
UNDISCOUNTED -0.33 0.46
DISC @ 10.0% -0.59 0.01
DISC @ 15.0% -0.66 -0.12
INV EFF RATIO (IER):
UNDISCOUNTED -0.33 0.55
DISC @ 10.0% -0.59 0.01
DISC @ 15.0% -0.66 -0.14
PAYOUT (YEARS) * 6.2
RATE OF RETURN (%) -1000.0 10.2

CNTYSTATE: New Mexico

LOCATION:

FEB 0

DISCOUNT BTAX
RATE (%) (M$)

0.0 -70.

5.0 -105.
10.0 -126.
15.0 -139.
20.0 -148.
25.0 -155.

DISCOUNT DATE : JUN 1990

DISCOUNT METHOD: EFFECTIVE

MON

214,

""" GROSS -----
REMAIN ULT
OIL (MBBLS) 0. 0.
GAS (MMCF) 287. 287.
NGL (MBBLS) 0. 0.
SULPHUR (MTONS) 0. 0.
EQUIVALENT RESERVES:
BTU (MBOE) 48. 48,
VALUE (MBOS$E) 18. 18.
INITIAL RATE:
OIL (BBLS/DAY) 0.
GAS (MCF/DAY) 121.
DATE: 06/25/91 TIME: 15:52:15

GROSS NET
LEASEHOLD 0. 0 TOTAL REVENUES
DRY HOLE 0. 0 EXPENSES:
OPEX (LOE)
DRILLING 0. 0. WORKOVER
COMPLETION 0. 0. PLANT
PLATFORM 0. 0. SEV & ADVAL TAXES
FACILITIES 0. 0. INDIRECT
PIPELINE 0. 0. OVERHEAD
PLANT 0. 0. NET ABAND/SALV
GATHERING 0. 0.
NET INVESTMENTS
MISC INTAN 139. 139.
MISC TAN 75. 75.  BTAX CASH FLOW
INCOME TAXES PAID
TOTAL 214, 214.  ATAX CASH FLOW
DISC @ 10.0% 212. 212. ATAX DISC @ 10.0%
----------------------------------- ASSUMPTIONS & REMARKS ---------
------ NET ------
REMAIN uLT
0 0
233 233.
0 0
0 0
39. 39.
15. 15.
GLOBAL FILES: 1= $UNOCAL1 2= $UNOCAL2
ALTKEY: USA
RPT FILE: 4 PG # 1 PRJ FILE: P.A. EVAL #



{LOBAL FILE: $UNOCAL1

_VALUATION #28 IN PROJECT FILE "P.A. "o 06/25/91 15:51:41
‘0 [DENT 30 25 u091205

0 DATES JUN 1990 JUN 1990 SEP 1990

)0 NAME "RINCON U. #295 - FT TAXCR "

Q fIELD "BASIN FRUITLAND COAL "

0 CNTYSTATE "NEW MEXICO "

>0 FORMATION "FRUITLAND COAL "

‘0 OPERATOR "UNOCAL "

30 ECONOMICS ELIM
0 OWNERSHIP 1. 0.809987

120 COMMENT WPROD DECLINE BASED ON AVG WELL CASE "
130 COMMENT "FIRST 9 MONTHS = ACTUAL PROD. "
140 GPROD P MON 3.637 3.168 2.611 3.443 2.827 1.039 1.548 1.375 1.692
170 GPROD * EXP * * * 10, 25.

180 GPRQD * EXP * * * 7, 36.

190 GPROD * EXP * * * 5,

210 TAN I MON 75000. 0. 0. 0.

220 INTAN I MON 139000. 0.

230 COMMENT "FIRST 9 MONTHS = ACTUAL GAS PRICES "
240 PRGAS P MON 1.33 1.33 1.65 2.03 1.97 1.54 1.18 0.92 0.91

260 PRGAS * CON 1.2

290 FACTOR 1.18 PRGAS

310 LOETOT P CON 300.

320 AVALPS * CON 3.5

**% START OF INSERT FILE C-TAX

10 COMMENT WASSUMES CONSTANT $.84 TAX CREDIT "
20 COMMENT “To 2003 "
30 TEMP1 * CON 0.

40 CADD TEMP1 GPROD

50 FACTOR 1000. TEMP1

50 FACTOR 1.18 TEMPI

70 TEMPS JAN 1990 CON 0.84

80 TEMPS JAN 2003 CON O.

90 CADD TEMP2  TEMPI

100 CFACTOR TEMPS  TEMP2

110 FACTOR 0.809987 TEMPZ2

120 CADD TAXCR  TEMP2

130 FACTOR 0.001 TEMP2

**%* END OF INSERT FILE

GLOBAL FILE: $UNOCALZ



dF:PLA. UNOCAL North American Qil & Gas Division DATE: 06/25/91

IVAL #: 28 Economic Report Summary TIME: 15:52:16
AS OF JUN 1, 1990 PAGE: 2

IAME : RINCON U. #295 - FT TAXCR

“1ELD : BASIN FRUITLAND COAL

CNTY, STATE: NEW MEXICO
FORMATION : FRUITLAND COAL
JPERATOR : UNOCAL

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

OIL + COND OIL + COND PRODUCTION VOLUME (RE: BOE) O+C PRICE OIL + COND GAS PRICE REVENUE REVENUE
\ ---MBBLS--- --- MBBLS--- ---- MMCF=--- ---- MMCF--- --- EMBBLS-- --- $/BBL-~- ----- M$---- --- $/MCF~-- ----- M$---- ----- M$----
( 7M0)1990 0.0 0.0 12.9 10.4 1.7 0.00 0.0 1.87 19.4 19.4
1991 0.0 0.0 20.0 16.2 2.7 0.00 0.0 1.51 24.5 24.5
1992 0.0 0.0 18.1 14.7 2.4 0.00 0.0 1.42 20.8 20.8
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 15.2 12.3 2.0 0.00 0.0 1.42 17.4 17.4
1995 0.0 0.0 14.1 1.4 1.9 0.00 0.0 1.42 16.2 16.2
1996 0.0 0.0 13.2 10.7 1.8 0.00 0.0 1.42 15.1 15.1
1997 0.0 0.0 12.5 10.1 1.7 0.00 0.0 1.42 14.3 14.3
1998 0.0 0.0 11.8 9.6 1.6 0.00 0.0 1.42 13.6 13.6
1999 0.0 0.0 1.2 9.1 1.5 0.00 0.0 1.42 12.9 12.9
2000 0.0 0.0 10.7 8.7 1.4 0.00 0.0 1.42 12.3 12.3
2001 0.0 0.0 10.1 8.2 1.4 0.00 0.0 1.42 1.6 1.6
2002 0.0 0.0 9.6 7.8 1.3 0.00 0.0 1.42 1.1 1.1
2003 0.0 0.0 9.2 7.4 1.2 0.00 0.0 1.42 10.5 10.5
2004 0.0 0.0 8.7 7.0 1.2 0.00 0.0 1.42 10.0 10.0
SuB TOTAL 0.0 0.0 193.6 156.8 26.1 0.00 0.0 1.46 228.3 228.3
REMAINDER 0.0 0.0 93.5 75.7 12.6 0.00 0.0 1.42 107.2 107.2
TOT 30.8 YR 0.0 0.0 287.1 232.5 38.8 0.00 0.0 1.44 335.5 335.5
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$---- -weeoMPo-on coccoMBeocs oo -MBo-oe co--oMEo-- c-e-oMBe--- cooooMEe-o- oo oMBo-oe oo--oMBe--- co-ooM$----
¢ 7M0)1990 1.2 0.0 1.2 2.4 0.4 214.0 -198.5 -46.5 -152.0 -152.0
1991 3.6 0.0 3.6 3.4 1.1 0.0 16.3 -20.0 36.3 -115.7
1992 3.6 0.0 3.6 3.0 1.1 0.0 131 -17.7 30.8 -84.9
1993 3.6 0.0 3.6 2.8 1.1 0.0 11.3 -15.6 26.9 -58.0
1994 3.6 0.0 3.6 2.6 1.1 0.0 10.2 -14.0 24.2 -33.8
1995 3.6 0.0 3.6 2.4 1.1 0.0 9.1 -12.5 21.6 =121
1996 3.6 0.0 3.6 2.2 1.1 0.0 8.2 -10.0 18.2 6.0
1997 3.6 0.0 3.6 2.1 1.1 0.0 7.5 -8.4 15.9 22.0
1998 3.6 0.0 3.6 2.0 1.1 0.0 6.9 -6.9 13.8 35.8
1999 3.6 0.0 3.6 1.9 1.1 0.0 6.3 -6.6 12.9 48.7
2000 3.6 0.0 3.6 1.8 1.1 0.0 5.8 -6.4 12.2 60.9
2001 3.6 0.0 3.6 1.7 1.1 0.0 5.2 -6.2 1.4 72.3
2002 3.6 0.0 3.6 1.6 1.1 0.0 4.8 -5.9 10.7 82.9
2003 3.6 0.0 3.6 1.5 1.1 0.0 4.3 1.6 2.7 85.6
2004 3.6 0.0 3.6 1.5 1.1 0.0 3.8 1.5 2.4 88.0
SUB TOTAL 51.6 0.0 51.6 32.9 15.5 214.0 -85.7 -173.7 88.0 88.0
REMAINDER 58.5 0.0 58.5 15.7 17.6 0.0 15.4 5.8 9.5 §7.5
10T 30.8 YR 110.1 0.0 110.1 48.6 33.1 214.0 -70.3 -167.8 97.5 97.5
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AME s+ RINCON U. #295 - FT TAXCR

TELD : BASIN FRUITLAND COAL

NTY, STATE: NEW MEXICO
ORMATION : FRUITLAND COAL

‘PERATOR  : UNOCAL

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

................................................. ME----
7M0) 1990 15173.6 10.3 0.840 0.000 10.3
1991 23562.7 16.0 0.840 0.000 16.0
1992 21384.3 14.5 0.840 0.000 14.5
1993 19322.4 13.1 0.840 0.000 13.1
1994 17894.3 12.2 0.840 0.000 12.2
1995 16641.7 1.3 0.840 0.000 11.3
1996 15517.1 10.6 0.840 0.000 10.6
1997 14701.3 10.0 0.840 0.000 10.0
1998 13966.2 9.5 0.840 0.000 9.5
1999 13267.9 9.0 0.840 0.000 9.0
2000 12604.5 8.6 0.840 0.000 8.6
2001 11974.3 8.1 0.840 0.000 8.1
2002 11375.6 7.7 0.840 0.000 7.7
2003 10806.8 0.0 0.000 0.000 0.0
2004 10266.5 0.0 0.000 0.000 0.0
SUB TOTAL 228459.0 141.1 0.840 0.000 141.1
REMAINDER 110304.3 0.0 0.000 0.000 0.0
70T 30.8 YR 338763.3 141.1 0.840 0.000 141.1



