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TYPICAL MODERN JALMAT-EUMONT WELL 
ALLOWABLE VS. ECONOMIC RESULTS 
32 WELL STUDY / AVG AF=1.091 

ALLOWABLE PAYOUT PAYOUT PROJECTED ROI 
RATE UNDISC DISC @10% LIFE § 

(MCFPD) (YRS) (YRS) (YRS) 10% DISC 

200 4.89 5.82 37 2.97 

300 3.36 3.82 28 3.29 

400 2.59 2.87 23 3.42 

500 2.13 2.33 20 3.46' 

600 1.83 1.98 18 3.46 

700 1.67 1.81 17 3.43 

BEFORE EXAMINER CATANACH 

Oil Conservation Division 

Exhibit No. 

Case No. IOOd>U> 



"GAS PROSPECT EVALUATION DATA SHEET" 

Prospect: Loc: Sec Twp Rge 

Well: Typical Modem Well Pool: Jalmat/Eumont 

Producing Zone: Yates-7R-Queen F i r s t Production:1-1-90 

I . ENGINEERING/GEOLOGICAL 

9. 
10. 

11. 

Acreage Factor 1.091/well 
Line Pressure (psig) A3 I n l t 
P/z Slope (MCF/psia) 12.209 
Compressor (Years) 1.38 
I n i t i a l Allowable 
Qw equals 

600 

2. I n i t i a l SIWHP (psig) 142 
4. Coeff. "C" (SCFPD/psia2) 49 
6. Reserves (BCF) 1.6 BCF 

Decline Rate: 
GOR/Yield 

MRA @ Time 
16.5% 

Allowable Decline Rate 0 
1.91 Qi - 600 

Economic Parameters: 
Discount Rate 10% 
Comments: 

Start Date 1-1-90 As-Of Date 9-15-90 

I I . LAND 

1. P.U. Description 

2. Date Acquired --
4. I n i t i a l Ownership: Wl 
5. Ad d i t i o n a l Ownership: Wl --
6. Total P a r t i c i p a t i o n : Wl 100% 

Net Wl Acres 

3. Gross Acres 175 (AF-1.091) 
NRI 
NRI --
NRI 81.6745 

175 Acreage Price ($/Ac) $811.37 
Net Acreage Cost ($) 141.990 Acreage Cost @ 100% Wl ($) 141,990 

I I I . GAS PRICING 

Gatherer Spot Marketing 
Contract P r i c i n g None 
FERC P r i c i n g Section 103 

Contract No. None 
Spot P r i c i n g Major Pipeline 
4. Average WHBTU 1,170 

Comments: Major Pipeline + PRI + AGA 

IV. 

Average Annual Price ($/MCF, in c l u s i v e of taxes): 
1989 -- 1990 1.900 1991 2.574 1992 2.808 
1993 3.064 1994 3.331 1995 3.608 1996 3.842 
1997 4.082 1998 4.329 1999 4.583 2000 4.844 

7. Escalation Rate Beyond 2000 (%/Year) 

OIL PRICING 

5.4%/yr t o l i f e 

V. 

o 

1. Average Annual Price ($/BBL): 
1989 _^ 1990 ~ 
1993 -- 1994 --

1991 
1995 

1992 ~ 
1996 --

2. Escalation Rate Beyond 1996 (%/Year) 

INVESTMENT COSTS/OPERATING COSTS 

84,216 

N/A 

Tangible Cost 
In t a n g i b l e Cost 310,779 

Completed Well Cost 394,995 
Leasehold (100%) Cost) 141.990 

-Compression Cost 43,071 (Gath) + 49,617* (Comp) - 92,688 (Total) 

'Total Well Cost 629,673 

o OF 

r i 

f I f \ 540:TYPM6DWL 

I No-' < ! 

eratlng/Overhead Cost ($/Mo.) _ 

ca l a t i o n Rate (%/Year) 4%/yr 

$1300/mo. i n i t i a l Increasing to 
2844/mo. @ 1.38 yrs 

B< ginning Escalation Date 1-1-90 

*Cost of w e l l compression i n s t a l l a t i o n a t 1.38 years 
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ANALYSIS OF PROJECTED AND ACTUAL 
DRILLING & COMPLETION COSTS 
TOTAL OF 8 WELLS DRILLED BY 
DOYLE HARTMAN 1989 AND 1990 

EUMONT & JALMAT FIELDS - LEA COUNTY, NEW MEXICO 

LEASE 

FINAL 
AFE 

100% Wl 

ACTUAL 
COST 

100% Wl LEASE 

FINAL-
AFE 

100% Wl 

ACTUAL 
COST 

100% Wl 

1 TURNER STATE #3 

SPUD DATE 7-31-89 

TANGIBLE COST $ 

INTANGIBLE COST S 

COMPLETED WELL COST $' 

GATHERING/COMP. COST $ 

TOTAL WELL COST $ 

$97,782.00 

$277,990.00 

$375,772.00 

$35,000.00 

$410,772.00 

$93,400.33 

$269,148.88 

$362,549.21 

$42,464.15 

$405,013.36 

5 ARNOTT RAMSAY NCT-B #13 

SPUD DATE 9-6-89 

TANGIBLE COST $ 

INTANGIBLE COST S 

COMPLETED WELL COST $« 

GATHERING/COMP. COST S 

TOTAL WELL COSTS 

$97,782.00 

$277,990.00 

$375,772.00 

$35,000.00 

$410,772.00 

$62,095.18 

$271,995.87 

$334,091.05 

$23,895.69 

$357,986.74 

2 STATE E COM. #4 

SPUD DATE 8-9-89 

TANGIBLE COST $ 

INTANGIBLE COST S 

COMPLETED WELL COST $', ' 

GATHERING/COMP. COST $ 

TOTAL WELL COST $ 

6 A.L CHRISTMAS #1 

$97,782.00 

$277,99000 

$375,772.00 

$35,00000 

$410,77200 

$58,458.48 

$273,743.97 

$332,202.45 

$35,399.53 

$367,601.98 

SPUD DATE 10-12-89 

TANGIBLE COST S 

INTANGIBLE COST S 

COMPLETED WELL COST $< 

GATHERING/COMP. COST $ 

TOTAL WELL COST $ 

$97,782.00 
$277,990.00 

$375,772.00 

$35,000.00 

$410,772.00 

$96,499.92 
$268,267.39 

$364,767.31 ' 

$10,827.34 

$375,594.65 

3 LIBERTY ROYALTIES #6 

SPUD DATE 8-19-89 

TANGIBLE COST $ 

INTANGIBLE COST $ 

COMPLETED WELL COST $' , ' 

GATHERING/COMP. COST S 

TOTAL WELL COSTS 

7 JACK"A-20"#11 

$97,782.00 

$277,990.00 

$375,772.00 

$35,000.00 

$410,772.00 

$97,449.02 • 

$247,778.94 

$345,227.96 

$70,947.69 

$416,175.65 

SPUD DATE 10-24-89 

TANGIBLE COST S 

INTANGIBLE COST $ 

COMPLETED WELL COST SV 

GATHERING/COMP. COST S 

TOTAL WELL COSTS 

$97,782.00 

$277,990.00 

$375,772.00 

$35,000.00 

$410,772.00 

$71,414.68 

$278,113.13 

$349,527.81 

$43,988.86 

$393,516.67 

4 DABBS #3 8 HANSEN STATE #7 

SPUD DATE 8-28-89 

TANGIBLE COST $ 

INTANGIBLE COSTS 

COMPLETED WELL COST $' 

GATHERffJG/CC 

o 
co 
CO 
CD 

TC5!>.LV1̂ L} ^Lj_ CC ST S 

- e r 
ZD 
rn 
m 
X 
> 

rn 
ZD 

o 
> 
—I 

> 

o 

MP. COST S 

$97,782.00 
$277,990.00 

$375,772.00 

$35,000.00 

$410,772.00 

$70,103.11 

$268,620.35 

$338,723.46 

$74,468.53 

$413,191.99 

SPUD DATE 3-29-90 

TANGIBLE COST S 

INTANGIBLE COST S 

COMPLETED WELL COST $' , ' 

GATHERING/COMP. COST $ 

TOTAL WELL COSTS 

$97,782.00 

$277,990.00 

$375,772.00 

$35,000.00 

$410,772.00 

$54,070.35 

$257,596.98 

$311,667.33 

$11,500.00' 

$323,167.33 

n 
X 

r r 
cr o 

0 

o 
o 
r> 
CO 
CD 

c - i -

O -
ZD 

O 

TOTAL EIGHT WELLS 

TANGIBLE COST S $782,256.00 $603,491.07 

INTANGIBLE COST $ $2,223,920.00 $2,135,265.51 

COMPLETED WELL COST S $3,006,176.00 $2,738,756.58 

GATHERING/COMP. COSTS $280,000.00 $313,491.79 

TOTAL WELL COSTS $3,286,176.00 $3,052,248.37 

PERCENT OF ACTUAL % 107.66% 100.00% 

'INCLUOED CONTINGENCY AMOUNT FOR FINAL AFE 
•DUE TO 100% HARTMAN OWNERSHIP. UT1U2E0 TURNER STATE #3 AFE FOR STATE "E~ COM #4. UBERTY ROYALTIES 16. JACK A-20 Mil ANO HANSEN STATE 17 
'ESTIMATED DUE TO CONSTRUCTION IN PROGRESS 

AVERAGE ACTUAL 

COST 8 WELLS 

$75,436.38 

$266,908.19 

$342,344.57 

$39,186.47 

$381,531,05 







TURNECON/17-Sep-90/557 

TURNER STATE #3 
ALLOWABLE VS. ECONOMIC RESULTS 

AF=1.00 

ALLOWABLE PAYOUT PAYOUT PROJECTED ROI 
RATE UNDISC DISC §10% LIFE @ 

(MCFPD) (YRS) (YRS) (YRS) 10% DISC 

200 4.49 5.16 27 3.43 

300 3.08 3.39 20 3.86 

400 2.35 2.55 17 4.00 

500 1.93 2.06 13 4.13 

600 1.63 1.74 13 4.08 

BEFORE EXAMINER CATANACH 

Oil Conservation Division 

Exhibit No . 
Case No. 



Prospect: 

Well: 

"GAS PROSPECT EVALUATION DATA SHEET" 

Loc: Sec 32 Twp 20S Rge 37E_ 

Pool: Eumont (Gas) Turner State No. 3 Actual 

Producing Zone: Eumont (Y-7R-Qn) 

I . ENCINEERING/GEOLOGICAL 

1. Acreage Factor 1.0 

F i r s t Production: 1-90 

55 3. Line Pressure (psig) 
5. P/z Slope (MCF/psla) 
7. Compressor (Years) 2.26 
8. I n i t i a l Allowable 

Q, 

2. I n i t i a l SIWHP (psig) 114 

15,000 
4. Coeff. "C" (SCFPD/psiaz) 49 
6. Reserves (BCF) 1.56 BCF 

600 
equals 

Decline Rate: 
9. GOR/Yield 

MRA @ Time 
27.05 

Allowable Decline Rate 0 
3.98 Yrs Qi - 600 

10. Economic Parameters: 
Discount Rate 10% 

11. Comments: 
Start Date 1-1-90 As-Of Date 9-15-90 

I I . LAND 

1. P.U. Description E/2 NW/4 and W/2 NE/4 Section 32, T-20-S, R-37-E 

Date Acquired --
I n i t i a l Ownership: Wl 
Addi t i o n a l Ownership: Wl 
Total P a r t i c i p a t i o n : Wl 
Net Wl Acres 160 

100% 

Gross Acres 
NRI 
NRI 
NRI 

160 

71.875% 
Acreage Price ($/Ac) $200.89 

Net Acreage Cost ($) 32,142.86Acreage Cost @ 100% Wl ($) 32,142.86 

I I I . GAS PRICING 

Gatherer Spot Marketing NNG None 
Contract P r i c i n g None 

103 FERC P r i c i n g Section 
Comments: Major Pipeline + PRI + AGA 

Contract No. 
Spot Pric i n g Major Pipeline 
4. Average WHBTU 

IV. 

Average Annual Price ($/MCF, inclusive of taxes): 
1989 _ ^ 1990 1.900 1991 2.574 
1993 3.064 1994 3.331 1995 3.608 
1997 4.082 1998 4.329 1999 4.583 

1992 2.808 
1996 3.842 
2000 4.844 

7. Escalation Rate Beyond 2000 (%/Year) 

OIL PRICING 

5.4%/yr t o l i f e 

1. Average Annual Price ($/BBL): 
1989 1990 _--
1993 -- 1994 --

1991 
1995 

1992 
1996 

2. Escalation Rate Beyond 1996 (%/Year) 

INVESTMENT COSTS/OPERATING COSTS 

Tangible Cost $93,400 
-in t a n g i b l e Cost $269,149 

N/A 

CD 
I O -ftonpleted Well Cost $362,549 
h-— — Ciessehold (100%) Cost) $32,143 

zr 
cr 

p V ^ o ^ o n p r e s s i o n Cost 42,464 (Gath) + 51.360* (Comp) - 93,824 ( T o t a l ) 

rq m CJotal Well Cost $488,516 

< s£5perating/Overhead Cost ($/Mo.) $1300/mo. i n i t i a l Increasing to 
^ 2 2816/mo. @ 2.26 yrs 
o' Cgscilation Rate (%/Year) 4%/yr 

° O ^egInning Escalation Date 1-1-90 

< — i 

o 
54u:TRNSTGtE 

*Cost of well compression Insta l la t ion at 2.26 years 
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GAS COMPANY OF NEW MEXICO 

DAVID N. KIRKLAND 

D I R E C ' O R - 5 u P p L Y CONTROL 

September 18, 1990 

Mr. William J. LeMay, Director 
Energy, Minerals and Natural Resources Department 
Oil Conservation Division 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 

RE: Application of Texaco, Inc. for amendment of Division 
Order No. R-8170, as amended, to establish a minimum gas 
allowable for the Eumont Gas Pool, Lea County, New 
Mexico. Texaco i s requesting a minimum natural gas 
allowable for a 3 year period equal to 600 mcf/d for an 
acreage factor of 1.00 or 2400 mcf/d of gas for a 
standard Eumont 640-acre gas spacing unit. 

Dear Mr. LeMay: 

The Gas Company of New Mexico (GCNM) respectfully requests that the 
following be considered in the decision for establishing a minimum 
gas allowable for the Eumont Gas Pool, Lea County, New Mexico: 

- the assignment of a minimum allowable i s a departure from 
setting allowables based on market demand; this reflects 
economic forces rather than market forces; 

the setting of a minimum allowable limits the opportunity 
for a l l producers to equally share in the market based 
on a well's ability to produce thereby creating a 
disparity between producers and between producing 
elements. 

the reclassification of wells in response to production 
activity under the current rules minimizes allowable 
withheld from the market by non-producing non-marginal 
wells. 

The Gas Company of New Mexico does not have contractual obligations 
with Texaco in the Eumont Pool, however the impact of the proposed 
minimum allowable precedent applied statewide would be increased 
cancelled allowables for wells unable to find a market for the 
increased production requirement associated with high minimum 

P.O. Box 26400 • Albuquerque. New Mexico • 87125 • (505) 888-8368 



allowables. This would have adverse economic implications for 
natural gas consumers in New Mexico. 

The existing proration rules have provided adequate allowables in 
the Eumont Pool. Currently there i s only one well shut in for over 
production in the Eumont Pool. Producing these wells would result 
in higher allowables, assuming that there i s a demand for this 
increased supply. I f allowables are assigned based on a minimum 
amount and not on market demand, the assigned allowables could be 
higher than that required by the market. With no market for this 
potential supply, higher allowables as set by the minimum are 
a r t i f i c i a l and do not accurately reflect the market. 

GCNM recommends that the Commission not approve the proposed 
application for minimum allowable proposed by Texaco. 

David N. Kirkland 
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TRANSPORTERS OF EUMONT GAS 

EL PASO NATURAL GAS COMPANY 
(SID RICHARDSON) 

NORTHERN NATURAL 

PHILLIPS 66 NATURAL GAS COMPANY 

TEXACO PRODUCING.INC 

WARREN PETROLEUM CORPORATION 

ZIA ENERGY 



ECONOMIC SUMMARY 

EUMONT DRILLING PROJECT 

Economic Parameters 

$300,000 Total Investment 

6,000/Year in Operating Costs 

$1.25/MCF Wellhead Netback 

Unrisked 
Economic Results 

400 MCFPD Allowable 
3.7 Year Discounted Payback 

600 MCFPD Allowable 
2.2 Year Discounted Payback 



SUMMARY OF THE MAJOR POINTS 

- Additional processing and pipeline capacity 
exists as does demand. 

- Eumont gas is being displaced by Texas and 
Oklahoma gas. 

- Low Eumont allowables are restricting the 
the number of drilling, recompletion, and 
even remedial projects. 

- If the low allowables continue, Eumont wells 
will not be drilled thus creating waste. 

- Correlative rights will still be protected via 
the proration unit (spacing) requirements and 
the overproduced limit. 



PHILLIPS 66 NATURAL GAS COMPANY 
A S U B S I D I A R Y OF P H I L L I P S P E T R O L E U M C O M P A N Y 

ODESSA, TEXAS 79762 
4001 PENBROOK. PHONE: 915 367-1266 

September 11, 1990 

Increase i n Allowable 
Eumont Field 

Conoco, Inc. 
10 Desta Drive, West 
Midland, Texas 79705 

Attn: Michael Ziirtmerman 

Dear Mr. Zimmerman: 

The following information i s submitted regarding increasing the allowable 
in the Eumont Field: 

1. Phillips 66 Natural Gas Company (P66NGC) currently processes gas from 
the Eumont f i e l d i n the Eunice/Lee Superplant Complex. Currently, there 
i s no gas well gas or casinghead gas curtailed i n the system. At the 
present time, the proposed increase w i l l have no known effect with regard 
to additional curtailment or future curtailment. 

2. P66NGC i s greatly interested i n gathering and processing any 
additional reserves from the Eumont Field. 

3. P66NGC has capacity i n the gathering system and plant to gather, treat 
and process additional gas reserves from the Eumont Field. 

I f further information i s required, please contact me at (915) 368-1352 i n 
Odessa, Texas. 

Phillips 66 Natural Gas Company 

Agent 

JJH:jjh - RC 
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JALMAT TREND 
;SOURCE: Lea County Operators 
i Committee 

1938 Annual Report 

Scale: 1" = 4000 



GAS POOLS, 
SOUTHEASTERN LEA 

COUNTY. NEW MEXICO 



HARTMAN 
JALMAT-EUMONT ACTIVITY 

1989 & 1990 
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