AVERAGE GRUY NET PAY ZONE
VERSUS |

BATES NO.3NET PAY ZONE

Rhodes (Yates-U7R) Interval
T-26-S, R-37-E
Lea County, New Mexico

Average Gruy Rhodes (Yates-U7R) Pay Zone:

Gruy document 0000403 states that the average pay zone
consists of 12.2 hydrocarbon feet [ ¢-h-(1-Sw)].

Average Bates No. 3 Rhodes (Yates-U7R) Pay Zone:

For the Bates No. 3 Rhodes (Yates-U7R) interval, computer
log calculations (utilizing 0.5-foot increment digitized log data)
indicate a net pay zone of 13.0 hydrocarbon feet, for Rw = 0.03
ohm-meters (Sw = 34.4%). For Rw = 0.05 ohm-meters (Sw =
43.0%), the computed net pay zone is 11.3 hydrocarbon feet.

OIL CONSERVATION DIVISION

HARTMAN EXHIBIT NO. 26
CASE NOS. 12015 & 12017
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—~ Rhodes Refrac Program .
' Eight Rhodes Field Wells

Lea County, New Mexico

W.I. = 100% N.R.I.= 79.27 (Average)

Recomsendation

Refracture stimulate and install pumping units on 8 Rhodes Gas Field
wells. The total cost for this work is $790.5M (Meridian‘'s Share = $790.5M).
Risked uplift and reserve additions are 1672 MCFPD and 3312.3 MMCFG. As a
whole, the project should pay out in 2.80 years with a 43.18% ROR.

Current Status

Seven of the eight wells are currently producing a total of 570 MCFPD.
400 MCFPD comes from two wells which recently had pumping units installed.

Bistory

The majority of these wells were drilled as storage wells in 1973.
However, the Cagle B #1 and the Elliott Fed. No. 3 were drilled in 1936 and
1954 respectively. All of these wells were once part of the Rhodes Storage
Unit.

. '3

Digcussion

Meridian currently operates the majority of wells in the Rhodes Gas
Field. Within the area covered by these proposed workovers and previous
Rhodes workovers, we have 15,548 MMCF of PDP reserves booked. If an average
pay zone consisting of 12.2 hydrocarbon-feet and an average reservoir pressure
of 180 psi is assumed, there is up to 24,300 MMCF of recoverable gas in
place. In their current condition the wells will not recover the incremental
8,752 MMCFG which is not booked. Three recent workovers which have not been
booked yet will account for approximately 2,500 MMCFG of these incremental
reserves. A large portion of the remaining 6,252 MMCF of possible reserves
will be added by the proposed eight workovers. The estimated uplift and
regserve additions are consistent with what has been seen on previous Rhodes
workovers. A large upside potential also exists since many of the wells are
on the edge of the field and may drain larger areas than the infield wells
which were used for analogy.

Economics
{
Presented below is the combined economic prediction for the eight-well
program. Company guidelines for pricing and taxation were used.

Net Investment ($M): 790.5

Discounted Payout (years): 2.80

Discounted ROR (%): 43.18

Net Present Value @ 12% ($M): 823.1

P/1 @ 12% ($/$): 0.84

Gross/Net Reserve Adds (MMCF): 3312.3/2610.5
Find & Development Cost ($/MCF): 0.25

1116.2 GRUY-0000403



Depth (FT)

C.T.BATES #3

X - Plot Porosity (PXND), Sw x PXND, Sxo x PXND vs. Depth
Cumulative Productive Pore Space vs. Depth
Rhodes (Yates-Upper Seven Rivers) Interval

K-10-26S - 37E
Lea County, NM
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Depth (FT)

C.T.BATES #3
X - Plot Porosity (PXND), Sw x PXND, Sxo x PXND vs. Depth
) Mud Log Drilling Rate and

Total Gas Units vs. Depth
K-10-26S -37E
Lea County, NM
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