T SCoTT HICKMAN & ASSOCIATES, INC.
PETROLEUM CONSULTANTS
ONE MARIENFELD PLACE, SUITE 262 015-683-4391

MIDLAND, TEXAS 79701

June 30, 1983

BEFOREEXANHNERSTOGNER
OIL CONSERVATICN DIVISION

1 0pPE EXHIBIT NO. <

Mr. Glenn Cope o I
1604 West Front Street CASE NO. EOLLE : =k
Midland, TX 79701 ' —EJ

Dear Glenn:

Re: Cope-Flyer #1F
Eddy County, New Mexico

In accordance with your request we have updated our evaluation
of the Cope-Flyer #1F in Eddy County, New Mexico for an effective date of
July 1, 1983. The revised cash flow (attached) is run for 100% expense
interest and 70% net revenue interest. . A summary of the revised
evaluation is as follows: '

Effective Date ~July 1, 1983
- Net Reserves: A ‘
0il, BBL 38,858
Gas, MCF 94,651
Future Net Revenue:
Undiscounted, $ 1,201,336
Discounted € 12% per annum, $ 858,418

Net 0il and gas reserves are estimated quantities of crude oil,
natural gas and natural gas liquid attributed to the composite revenue
interests being evaluated after deduction of royalty and/or overriding
royalty interests. Future net revenue was adjusted for capital expendi-
tures, operating costs, interest revisions and wellhead taxes (severance,
ad valoremr and windfall profit); but no consideration was given to ‘
Federal income taxes or any encumbrances that might exist against the
evaluated interests. Minor variations in composite column totals result
from computer rounding. ‘

In the preparation of this report, we have accepted without
independent verification information furnished by Glenn Cope with respect
to interest factors, current prices, operating costs, gas contracts, cur-
rent production and various other data. It was not considered necessary
to make a field inspection of the properties. : :

The same reserves and rate projections presented in our January
28, 1983 report were utilized. The effective date was rolled forward to
July 1, 1983, at which point a cumulative production of 3,000 barrels was
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assumed.™ The starting rate was adjusted downward for this amount of cu-
mulative production but the adjusted rates are still higher than the.
actual reported producing rate. It was assumed that the well would be
producing under an efficient pumping operation in the near future,
allowing the well to achieve the projected rates.

The o0il price was reduced from $32 to $30 per barrel. The same
price scenaric was utilized, which holds all prices constant to 1/1/84
and then escalates at 7% per annum to a maximum of $75 per barrel. The
originzl evaluation used a starting gas price of $2.52 per MCF. 1t is
now reported that a contract has been signed with El Paso Natural Gas
which will pay a Section 102 price of $3.44/MCF plus tax reimbursement.
The gas price was escalated at 7% per annum to a maximum $10 per MCF.
Gas sa1°= were projected to start in August 1983. The initial operating
cost of $2,555 per month shoqu be adequate to cover the compression
charbes involved with marketing the gas. Operating costs were escalated
7% per annum until oil reached its maximurm price.

This study was performed using industrv-zccepted principles of.
engineerinz and evaluation that are predicated on established scientific
concepis. However, the application of such principles involves extensive
judgment and assumptions and is subject to changes in performance data,
existing technical knowledge, econoric conditions and/or statutory provi-
sions. Conseguently, our reserve estimates are furnished with the under-
standing that some revisions will probably be required in the future.

zlztion scheme is in line with current industry expectations, but
actuzl price and cost levels in the future vary greatly from what was
(=]

2 -
project

Tnis repori is solely fer the informztion of and the assistance

to Glenrn Cope in negotiating & fair arvet vzlue and is not to be used,
circulated, quote? or otherwise relerreld tc for anv other purpose without
tne expresz written consent of the ungdersigned except as reguired by law.
Dates utilized in this report will be maintzined in our files and are
availabie for vour use. :

Yours very truly,

T. SCOTT HICWMAN & ASSOCIATES, INC.

T. Scott Hickman, P. E.
pap
Attachment
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