
Trinity Mineral Management ~  Profitable Mineral Management Breakfast Seminar 
 

 
Co-Sponsored By:  

Person, Whitworth, Borchers and Morales, LLP 
 

"Profitable Mineral Management"  
BREAKFAST SERIES for 

 Surface and Mineral Owners 
Admission by Invitation Only  

 

 

DATE:   August 4, 2015 

TOPIC:  Oil and Gas Royalty Valuations 

LOCATION: San Antonio Petroleum Club  
8620 N New Braunfels, Suite 700 
San Antonio, TX 78217-6363 
P 210.824.9014 
F 210.829.5443 

TIME: 7:30 AM Breakfast - 8:00 AM Presenters - 8:50 AM Questions & 
Answers 
 

INTRODUCTION: E.O. (Trey) Scott, III, Trinity Mineral Management, Ltd. 
 
PRESENTERS: Gary Gonzenbach, CG Petroleum Consulting 
 

Oil and Gas Royalty Valuations 
 

• Discounted Cash Flow Analysis 
• Type Curve Analysis 
• EUR – Estimated Ultimate Recovery 
• Economic Factors 
• PDP – Proved Developed Producing 
• PUD – Proved Undeveloped 
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UPCOMING: Sep 01:  George Person, Eagle Ford Shale at $110 A Barrel & At   
 $45 a Barrel 

 Oct 06: Jason Pullium, 4th Court of Appeals Case Law Updates 
 Nov 03: To Be Announced 
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Gary J. Gonzenbach, P.E. 
CG Petroleum Consulting 
215 West Bandera Rd, Ste 114-108 

Boerne, TX  78006 
855.826.9580 

 

 
 Gary Gonzenbach is a Texas A&M graduate with a B.S. in Petroleum Engineering in 
1985. He worked Acquisition and Divestitures with the title of Evaluation Engineer for Asher 
Resources of San Antonio before starting TRC Consultants LC in 1994. He served as 
President of TRC Consultants until 2013.  During his nineteen years with TRC, Gary was the 
chief designer and architect of the company’s software, most notably PHDWin (Copyright 
1994) and PHDRms (Copyright 2009).  In 2013, Gary became President of CG Petroleum 
Consulting which focuses on properties in the Eagle Ford Shale, West Texas Permian Basin, 
and the Hunton reservoirs.  

In 2010 Gary was elected to the Society of Petroleum Evaluation Engineers Board of 
Directors, and in 2013 was elected to the Executive Board.  He currently serves as President 
of SPEE.    

Gary has given various presentations on the Valuation of Oil & Gas properties and 
Standardization of Reserves Reconciliations. He is a co-author of “Guidelines for the Practical 
Evaluation of Undeveloped Reserves in Resource Plays” (SPEE Monograph 3).   He will be 
serving as a guest panelist for the upcoming Reserve Estimation Unconventionals Conference 
(REU Houston Aug 11th-13th).  

   

 
 



Oil & Gas Royalty 
Evaluations

Understanding Appraisals of Producing Wells and Undrilled 
Locations

Gary J. Gonzenbach, P.E.August 4, 2015 TMM User Group Meeting



Discounted Cash Flow Analysis

• Determine Estimated Ultimate Recovery (EUR)
• Type Curve Analysis of surrounding Analogous Wells

• Common Producing Characteristics
• “B” Factor
• Decline Rate
• Initial Producing Rates
• Gas-Oil Ratios
• Natural Gas Liquids Yield  (NGL Yield)

• Schedule monthly future production volumes
• Apply Economic Factors

• Price  (including price differentials)
• Ownership
• Expenses
• Drilling Costs (for undrilled locations)
• Risk Factors
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Type Curve Analysis

• Surrounding Wells
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Determining EUR



Type Curve Analysis
• Surrounding Wells

Oil & Gas Royalty Evaluations 4
Determining EUR

Sample set large 
enough to obtain 
100+ wells

• Common 
Characteristics
Geology 
Lithology
Completion Method 
Lateral length
Line pressure
Spacing



Type Curve Analysis
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Determining EUR



Estimated Ultimate Recovery (EUR)
• Use Type Curve Factors to schedule remaining monthly Production 

for each well
• Modified ARPs formula, “B” hyperbolic factor,  Minimum Decline(Terminal)

Oil & Gas Royalty Evaluations 6
Determining EUR - PDP



Economic Factors

• Prices from run sheets
• Calculate Differentials against benchmark pricing (NYMEX)
• Input Royalty fraction from run sheets (or Assignment Sheet)
• Production taxes
• Advalorem taxes
• Gas processing fees (who pays – taken out of checks?)
• Determine Economic Life to operator
• Compare last six months net cash flow
• Risk Factors
• Net cash flow tables & summary
• One-liners 
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Economic Factors - Prices

Oil & Gas Royalty Evaluations 85 Year Monthly WTI



Economic Factors – Expenses, Drilling Costs

Oil & Gas Royalty Evaluations 9Costs



Economic Factors - Risk

Oil & Gas Royalty Evaluations 10Risk 

SPEE 2014 Annual 
Parameter Survey,       
@Copyright 2014 by 
the Society of 
Petroleum Evaluation 
Engineers



Cash Flow Analysis – Proved 
Developed Producing (PDP)
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Economic Factors



Cash Flow Analysis – Proved 
Developed Producing (PDP) - Revenue
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Economic Factors



Cash Flow Analysis – Proved 
Developed Producing (PDP) - Expense
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Economic Factors



Cash Flow Analysis – Proved Developed 
Producing (PDP) – Discount Table

Oil & Gas Royalty Evaluations 14
Economic Factors

• Compounding
• Monthly
• Annual

• Accrual
• Month
• (Beg, Mid, End)

Banks use 9% or 10% 
Discounting, then apply 
Risk



Estimated Ultimate Recovery of Undrilled 
Locations – Proved Undeveloped (PUD)

• Determine 
Opportunity 
Count

• Lateral Length 
(4000’-9000’)

• Unit Spacing   
(Field Rules)

• 80 -120 acres 
(oil well)

Oil & Gas Royalty Evaluations 15
PUDs – Estimated Ultimate 
Recovery



Estimated Ultimate Recovery of Undrilled 
Locations – Proved Undeveloped (PUD)
• Which of the opportunities can be classified as PROVED?

Oil & Gas Royalty Evaluations 16PUDs – EUR

Before Resource Plays, 

“Proved” traditionally 
located one-offset 
away

SPEE Monograph 3: Guidelines for the Practical Evaluation of Undeveloped Reserves in 
Resource Plays, Chapter 3,       @Copyright 2010 by the Society of Petroleum 
Evaluation Engineers



Estimated Ultimate Recovery of Undrilled 
Locations – Proved Undeveloped (PUD)

Oil & Gas Royalty Evaluations 17
PUDs – Estimated Ultimate 
Recovery

SPEE Monograph 3: Guidelines for the Practical Evaluation of Undeveloped Reserves in Resource Plays, 
Chapter 3,       @Copyright 2010 by the Society of Petroleum Evaluation Engineers



Adjusted EUR of Undrilled Locations – Proved 
Undeveloped (PUD) Uncertainty

Oil & Gas Royalty Evaluations 18
PUDs – Estimated Ultimate 
Recovery



Cash Flow Analysis – Summary PDP 
plus PUDs
• What does the Cash Flow look like over the next 10+ years 

after scheduling projected drilling program?

Oil & Gas Royalty Evaluations 19
Summary 
Economics



Cash Flow Analysis – Summary PDP plus PUDs

Oil & Gas Royalty Evaluations 20
Summary Economics



Cash Flow Analysis – Summary PDP plus PUDs

Oil & Gas Royalty Evaluations 21
Conclusion



• www.spee.org
• www.ino.com
• www.plsx.com

• SPEE Monograph 3: Guidelines For the Practical Evaluation of 
Undeveloped Reserves in Resource Plays

• SPEE Annual Parameter Survey

• Petroleum Listing Service

Oil & Gas Royalty Evaluations 22

Questions?
References

References

http://www.spee.org/
http://www.ino.com/
http://www.plsx.com/
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