
INTEROFFICE MEMORANDUM           
                         DEVM-088-2013 
To: 	Pedro Alarcon / Jae Hwii Gwag / Jin Seok Yi

From:	H.Janampa, V. Delgado, A. Lopez, F. Paredes, E. Coronado, E. Borda

Date:  January 31st, 2014

Subject: Proposal to Drill Development Well PN3-Loc1



It is recommended to drill the proposed well PN3-LOC1 to development 156 MBO of reserves in the Cabo Blanco Formation west of Peña Negra. Programmed TD is 9,500’ MD (-5821’ VSS) and well cost estimated is 4,660 MUS$ (Figures 1, 2, 3)

PN3-LOC1 is proposed as a directional well; with a maximum vertical angle of 60.7° towards N 3.5° W (Figures 4, 5, 6)

The chance of success (COS) is 81% 

The proposed location PN3-Loc1 for Cabo Blanco is located in a reservoir block of 350 acres in the same reservoir of well PN3-10 and PN3-24 which was completed as work over in Cabo Blanco Mogollon with 20 MBO and 8 MBO of cumulative oil respectively. The proposed well is located in a good trend of sands, with 200 feet of vertical gross sand thickness. Neighbor wells completed in Cabo Blanco, PN8-8D and PN8-23 BP showed good sands development with good petrophysical characteristics, these wells had of 540 BOPD, 3,397 MBO and 398 BOPD, 239 MBO of an initial rate and cumulative respectively. (Fig.9 and 10)

According to previous studies and Cabo Blanco is considered as a fluvial deltaic system flowing SE to NW from its eastern margin ancient onshore. Around PN8 platform Cablo Blanco is found like sandstone of type channel deposits belong to distributary channels with good porosity around 15 % and good oil shows which constitute the main reservoir sands based on petrophysical properties and production(Figure 11). We expect encounter similar development sands with this proposal PN3-1 Loc well.

Mogollon formation is considered as a secondary objective where the wells completed in this formation as the PN8-15 and PN8-9 are located in the same LO6-28D with original pressure and an initial rate of 686 BOPD and LO6-33D with 624 BOPD.   

[bookmark: _GoBack]Mogollon is recognized in Peña Negra as a submarine fan with paleo flow NE to SW,  where the better sandstones are associated to channel deposits. Sandstones with low porosity, grading to sands with better porosities around of 11.8% and good oil shows in the upper section, which constitute the main reservoir sands based on petrophysical properties and production (Figure 11).
 
Rio Bravo formation is considered as a secondary objective where the more recent wells completed in this formation as the LO6-28D with original pressure and an initial rate of 686 BOPD and LO6-33D with 624 BOPD.   
 
For a complete evaluation, better understanding and modeling of Mogollon reservoir, it is recommended a full logging set of gamma ray, resistivity and neutron–density (Fig.3) 
              
The main risks associated with this well location are: 

· Sedimentary changes that could reduce the net sand thickness and petrophysics properties.







ECONOMIC SUMMARY
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Base case reserves and IPR for this well are estimated 156 MBO & 280 BOPD respectively, the drilling cost estimated is US$ 4,660 M, NPV is US$ 3,329 M using portafolio parameters with discount rate of 10.5% 
(Figures 12 & Tables A & B)

Proposed well is supported with AFE N° 2214330, EIA with Directorial Resolution N° 444-2009-MEM/AAE and risks evaluation according to SIMOP procedure.



Cc: J. Duarte, 	   C. Hwang; 	O. Nieto        E. Borda
      J. Garzon	   R. Gilabert	V. Peralta     Central File
      G. Idiaquez 	   B. Kim          J. Chuyes      A. Agurto
      E. Gonzales   C. Valdizan	C. Montes     R. Corman 
      C. Ramírez	   K. Valencia    J. Gwag       L.Torres V	


Attached Documents

Fig.1:  Top Mogollon Fm., showing the proposed well LO6-34D
Fig.2:  Top Rio Bravo Fm., showing the proposed well LO6-34D
Fig.3:  Geological Prognosis
Fig.4 and 5:  Seismic Line showing the proposed well LO6-34D
Fig 6:  SW-NE Structural Cross Section for proposed well LO6-34D
Fig.7:  Mogollon Fm. Gross Sand Map for proposed well LO6-34D
Fig.8:  Rio Bravo Fm. Gross Sand Map for proposed well LO6-34D
Fig.9:  NW-SE Stratigraphic correlation of Mogollon Fm. for proposed well LO6-34D
Fig.10: W-E Stratigraphic correlation of Rio Bravo Fm. for proposed well LO6-34D
Fig 11:  Estimated Oil production of Mogollon and closest producers wells 
Fig 12:  Drilling and Cost Time-Depth Chart of well LO6-34D
Table A:  Economic Summary and Oil rate forecast for well LO6-34D
Table B: AFE for Proposed well LO6-34D    
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CASE IP EUR CAPEX NPV 10.5% PAY OUT AT ROR

(BOPD) (MBO) (MUS$) (M$) (YRS) PIR (%)

LOW

160 89 4,660 365 6.67 0.08 15

BASE

280 156 4,660 3,329 1.67 0.71 94

HIGH 420 232 4,660 6,715 0.67 1.44 >100
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CONSIDERATIONS

Net Revenue Interest % 84%

Discount Rate % 10.5%

Tax 30%

Variable Cost, US$/BL 0.91

Fixed MUS$/Year 36.6

Cost MUSD$ 4,660

Oil Price according Portfolio MTP 2013:

 100 US$/BL for 2013 to 2023


