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District I Energy, Minerals and Natural Resources May 27, 2004

1625 N. French Dr.. Hobbs, NM 88240 WELL API NO.

-.» District 11 E‘ g Y ﬁ? - -
1301 W. Grend Ave., Artesia, NM 88210 OIL CONSERVATME{E)N Sl YT 2 7 T
. Indicate Type of Lease

-

District 11 i

1000 Rio Brazos Rd., Aztec, NM 87410 1220 South 5t. Franmsﬂ D@r. - STATE [] FEE
District 1V Santa Fe, NM 87505 1 & 2004 6. State Oil & Gas Lease No.

1220 8. St. Francis Dr., Santa Fe, NM

87505 OIL CONVER RV AN

SUNDRY NOTICES AND REPORTS ON WELLS > v ici~, | 7. Leasc Name or Unit Agreement Name
{DO NOT USE THIS FORM FOR PROPOSALS TG DRILL OR TQ DEEPEN OR PLUG BACK TO A
DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT" (FORM C-101) FOR SUCH

PROPOSALS) VPR D

1. Type of Well: Oil Well []  Gas Well [{] Other COALBED METHANE 8. Well Number 68

2. Name of Operator 9. OGRID Number 180514
EL PASO ENERGY RATON, L.L.C.

3. Address of Operator 10. Pool name or Wildcat

PO BOX 190, RATON,NM 87740

4. Well Location
Unit Letter P : 1021 feet from the South line and 1119 feet from the East line

S 2 Township 301N Range 17E NMPM  Colfax
11. Elevation (Show whether DR, RKB, RT, GR, etc.)
8357 (GR)

Pit or Below-grade Tank Application [ ] or Closure [ ]

Pit type Depth to Groundwater Distance from nearest fresh water well Distance from nearest surface water
Pit Liner Thickness: mil Below-Grade Tank: Volume bbls; Construction Material
12. Check Appropriate Box to Indicate Nature of Notice, Report or Other Data

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERFORM REMEDIAL WORK []  PLUG AND ABANDON [ REMEDIAL WORK [0 ALTERING CASING []
TEMPORARILY ABANDCN [0 CHANGE PLANS 1 COMMENCE DRILLING OPNS.[] P AND A D
PULL OR ALTER CASING 0 MULTIPLE COMPL O CASING/CEMENT JCB O
OTHER: Horizontal Lateral OTHER: O
X

1. Describe proposed or completed operations. (Clearly state all pertinent details, and give pertinent dates, including estimated date
of starting any proposed work). SEE RULE 1103. For Multiple Completions: Attach wellbore diagram of proposed completion
or reconpletion. Work proposed is as follows.

Drill a horizontal lateral in the Lower Vermejo coal at 1800°- 1812°,
The reserve pit will be dug in the original pit area for the drilling solids during drilling operations.
Steel pits will be used for the drilling fluids, and a shale shaker to remove the drilling solids to the pit.
The primary drilling fluids will be natural produced water. If hole cleaning probilems occur during drilling, we will
start the “Clean Faze System” by mixing a 5 to 6 Ib per barrel of starch to the produced water. Adding abouta Y b per barrel
of lime for a ph modifier. To help carry drilling solids to surface, gum will be added as a Viscosifier.
»  Drilling fluid additives will be supplied by Basin Fluids ( Mike Atchison owner ) from Bloomfield N.M.
»  After the lateral is TI>"d, a2 3 12" perforated liner will be run and set off just outside the 5 }2” production casing.
Whipstock will be retrieved.
» A clean out run will be made to the original TVD. Production will be run back to the original setting depth.
= Drilling fluids will be diluted with clean production water and transferred to the VPR B 27 WDW . Drilling solids from the
steel pits will be washed and cleaned out in the reserve pit. The reserve pit will not be lined. The pit will be back filled and
restored to original ground contour.

I hereby certify that the information above is true and complete to the best of my knowledge and belicf. I further certify that any pit or below-
grade tank has been/will be constructed or closed according toe NMOCD guidelines [, a general permit [] or an (attached) alternative OCD-approved plan [].

SIGNATURE._ DR Lattrs TITLE Prodf. /E{qr. DATE § //5/04

Type or print name E-mail address: Telephone No.
For State Use Only 27
APPROVED BY: riree DISTRICT SUPERVISOR 41 8/1 ?/0 4

Conditions of Approval (if Any): /
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éﬂbaso I Production

To: Don Lankford
From: Bill Ordemann
Date: August 2, 2004

Interoffice Communications

RE: VPR D-68 Horizontal Lateral
Vermejo Park Ranch
Colfax County, New Mexico

Authority is requested 1o drill & horizontal lateral in the Lower Vermejo ceal in the VPR D-68
(1800-18127). This workover is projected to cost $244,000 net 10 E] Paso with an incremental
production gain of 200 Mcfd. Anached please find an AFE for this workover.

CONCLUSIONS:
¢ Inoremental gas production rate can be achieved from the Lower Vermejo coal in the VPR
D-68 by drilling a horizontal lateral in the coal. Within a mile 10 the North of D-68 a

horizomal lateral in the Lower Vermejo coal 3¢ producing 1400 Mcfd and inclining in D-
167.

RECOMMENDATIONS:
Please find the attached AFE for a net of $244,000 1o El Paso’s 100% working interest.

Economics (100% W] & 93% N.R.1)

Net Investment (M$) 244
Est. Net Reserves (MMCFE) 916
EVA  ($/vear) $156,200-(5244,000x.12)=%126,900
Net Operating Profut $156,200
{(82.5/Mcf » 109,500 Mcffyr x .92 NRI x (1- 05625) x (1-.25))
Weighted Average Cost of Capital 12% estimated
Capital Emploved 5244000
Undiscounted Pavout (AFIT, vears): 1.2
Development Cost {($/Mcf) 0.27
ROR 100%

VPR D-68 was drilled and completed in the Lower, Middle and Upper Vermejo Coals in February
2002. The well has cumulative production of 197 MMcf and is currently producing from the
Vermejo Coals at 382 Mcfd + 23 bwpd.

A poor cement bond just above the Lower Vermejo interval may have limited the impact of the
fracture stimulation performed on the Lower Vermejo coal. It is proposed to drill a horizontal
lateral from the D-68 in the 8’ Lower Vermejo coal NW 1500° toward D-96 which hasa 9* L.V
coal. We wil] drill up dip from the D-68 L.V. top @ 1800° toward the D-96 L.V. top @ 1500
allowing the produced water to move toward the D-68 wellbore. D-47 offsets D-68 2200° 1o the
NNE and produces 1592 Mcfd + 9 bwpd from the Vermejo Coals including a 10° thick L.V. coal.
The Lower Vermejo coal correlates in this area and appears 10 be continuous. D-96 offsets D-68

one mile 10 the NW and is currently producing 340 Mcfd + 160 bwpd from the Vermejo coals
including a 10° L.V, coal.
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Fecompletion-Workover Project Ecoriomics

Cate: [ GE0E/08 l Frepdby: [ Howard Musgrove ;
Cperetor: | ElFzsc Frocutior Comoeny jl Well / Frospect ;| WORKOVER VPR D-68 H
Frelg s | vermeic Fark Ferch J Locetion : | Se Sec. 2 130N R17E ]
™o [T ) TMD: [ 7] weioev: Co./Fh.: | Coitzy Co. ] State:
GEOLOGIC SYNOPSIS R ;

Tros e recue s fordunds 16 onl g honromiel ‘'grerglnthe 19 1 Eese! vermee Coats in VPR T-68 WFR D-47 c¥se1 well innslly fiowed 160 MCFPL &ng Hes

ncines I TR MCFRED & F BWPD white the VFR D-6E 12 mehing 371 MCF + €& BEWPD.

OWNERSHIP PROBABILITY OF SUCCESS
TONE EPD AFQ Comments {Probability of Compieting)

B Wl NRI wi NRI | POS (structure) ; 100%
Tene 1 100 0% ©50%  100.0% S 0% ] POS (hydrocarbon):  100%
Zone 2 — 100 0% €3 0% 100 0% £ 0% FOS (permeability) : 100%
FOS {undepleted) : 100%
POE (mechanical) ; 50%
FOS (cther) ; 100%
POS : 50%

RESERVE SYNOPSIS

Econemics gr€ terec or &N sheC moemeniel 20 MCETPE incieesing 1o 200 MCFPE 2fier  monthe. figt for & years anc declining to recever 1008 MMCF,

Econ «ote besed or voluTetic celculation of the Besal Cogl &1 160 scres.
Zune First Uniisked IP F10 F90 MOST LIKELY {Meen) RESERVES Booked
Ezles Gross Net Gross Gross Cross Net Proven
mcid mefd mmcle mmcfe mmct mbo mbl mmcfe mmcfe mmcfe
Vermee Cosl Gii7004 30 28 ng ng + (D& 0 0 1.008 €186 a
1. 008 0 0 1,008 916 0
CAPITAL {5000) : MODEL ASSUMPTIONS™ -
UNRIEKED RIEKED SPUC DATE ! 6/1/2004
Ctosg Net Crossg Net INIT GRCEE D&M (3me) & 1,093
LEG & SEIS - 4] [ 0 0 ETu/SCF @ 1,000
REC. Qr Workover: Al 44 244 z44 INIT CASF (§/mmbty) @ $4.50
COMPLETION : ] 0 0 0 EASIN DIFFER (GRSP) 1 §0.73
FACILITIES : 0 c 0 0 INIT OLF (Sbl) © £24.50
TOTAL : 244 z44 244 <44 ORF DEDUCT na
FUTURE CAPITAL : 4] o} 0 0 INIY PLANTE ($1obl) | na
“ALY IN" TOTAL : 244 244 =44 244
R ECONOMIC RESULTS SUMMARN: -t b oo
UNRISKED RISKED
NET RESERVES (MMCFE) 16 218 RCOR 100% 100%
NET GRILL & EVAL {$000) £z44 £244 ROl {undist) P24 8.2
TOTAL NET CAPITAL (2000} 5244 £724 ROl (12% disc) gz 6.3
10TAL DEV COST (3/MCFE) 50.27 $0.27 PV (undisc-SM) £z €88 §1,754
"ALL-IN' NET CAPITAL ($000) € zad §244 PV (12% disc-£M) £1.561 1,200
"ALL-IN' DEV COST {$/MCFE) 50.27 §0.27 PAYOUT (Yrs) 1.2 1.2
} . . GENERAL COMMENTS oo 502
Horizemal leteral friom existing wellbore in g well with thick reso

urces but less than expecled results.




WELLBURE SUMEIVIA LTI

Legse: VPRD 68

Field: VPR - Cestlerock
County: Colfax

Stete: New Mexico

1-7-02 Spud. Drlg 11" hole t0 235" Ran & 5/8" csg e 227"

Cmit with 85 ex, Drilled 7 7/8" hole 1¢ 2072 Begen mistg
@ €30 Ren& 12" 158 15 b pptesyte 2018 Cmt
w260 sx. Circ 21 bhls cmt o suri.

11802 RUCU and ran bit & screper. FBYD 2006

Fan CBL, TOC sur,

2-2-02 Fert Sigpe 1 1806-13, 17051603
wit spf 44 holes.

2-4-02 BD w/t5C cal 7.5% NEFe. Fiec dn

£ 12" ceo @ 14-21 bpm w/T00Q NZ foem wi30# linear gel.
Containing 90,280 bs 16/30 sd 1-4 ppg. ATP 1465 psi,
ISIF E57 psi. Tota! 28.025 bbls pumped.

Fer Stege 2:1712-14', 1700-02" wié spt 16 holes.

BD w200 gal 7.5% NEFe. Frec on

£ 12" ceg @ 10-16 bpm w700 NZ fcem w304 linear gel.
Corigirang 16,020 tbs 16/30 sd 1-4 ppg. ATP 1805 psi,
S1P 104¢ psi. Total 8763 bbls pumped.

Z.5.02 Ferl $zpe 3. 1581.03', 1581-83", 1571-76" w/4 sptf
3€ roles. BD wia50 gal 7.8% NEFe. Frzcon

512 cr0 @ 14-22 bpm w/70Q NZ foam wi30¥ linear gel.
Conteining 64,520 !bs 16/30 =d 1-4 ppg. ATP 1516 psi,
ISIP 1036 psi, Total 21832 bble pumped.

2-6-02 RU Sarjel 1 1/2" CTU. Retiieve BF end C/O hole
to 2006,

2-18-02 Run <& PCP.

£.14-02 Instzll PU. Beil 68" fill Ren 1 % 1P,

L 1780.52

Frecered by:  Williem M Ordermann
Cale: August 3, 2004

KB =GL
GL =§357’
y | h
-

4 N

TD= 2072
PETD=2006'

Tree: Indeperdent 1500 psi head

11" Hole

& £/87, 23 ppf, J-55 STEC @ 327’
Cement w/ 85 cks

7 7/8" Hele

Stzpe 3 “ECT-GC7 TDB1-B3, 1571-76" w/4 spl 36 holes,

BD w500 ¢al 7.5% NEFe. Frac dncsg @ 16.1 bpm w/25#
Delte 140 »-fink gel cortzining 100,750 |bs 16/30 &d 1-5 ppyg.
ATP 1320 psi, 1SIP 285 psi.

Stege 2 1712714, 1700-02' w/4 spf 1€ holes,

BD w200 gal 7.£% NEFe, Frac dncsg @ 10-16 bpm 70Q
NZ foem w/30# Linear gel containing 16,020 bs 16/30 sd
1-4 ppg; ATP 1805 psi, ISIP 1048 psi.

Slzge 1 1E0E-13, 1798-1803', 1750-52' wié spl 44 heles.
BD wit50 gal 7 5% NEFe. Frac dn csg @ 14-21 bpm
w700 NZ focemw/30# Linear gel containing 90,480 [bs
16/30 sd 1-4 ppg; ATP 1465 psi, ISIP 857 psi.

£.1/2”,18.5 ppf, M-50, LTE&C @ 2015",
Cement w/260 sks.
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SAFETY DATA SHEET

DUOVIS

1. IDENTIFICATION OF THE SUBSTANCE/PREPARATION AND COMPANY/UNDERTAKING

EMERGENCY TELEPHONES:

DUQVIS
Xemthan Gum
Viscosifter

M-) Drilling Fluids UK Lid,
Pocra Quay,

Fooldes,

Abardeen, AB11 5DQ
Tal: 44 {0)1224 - 684336
Fax; 44 (0)1224- 878118

001 281 5681 1800 (USA)

2. COMPOSITIONINFORMATION ON INGREDIENTS

CAS No.: EINECS Nr.:

GLYOXAL
107-22-2

XANTHAN GUM
11138-86-2

WATER
T73218.6

CONYENT
GLASSIFICATION
<{%
Xi R-43, 36/38
85-05 %
515 %
- Not classified-

The Full Texd far all R-Phrases are Displeyed In Section 18

COMPOSITION COMMENTS:

This product formulation 1§ not classifled az hazardous in acsordance with the EY
Directives,

3. HAZARDS IDENTIFICATION

Not regarded as 8 heslth hazard under current legisiation.

4, FIRST AID MEASURES

INHALATION:

Mave the exposed person 1o fresh air at ance. Get medicat atlention if any discomfort
continues.

1i4
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10273 - DUOVIS e p -

INGESTION: First aid is net normally required. Rinse mouth tharoughly, Deink planty ot water,

SKIN: Whosh skin tharoughly with aonp and waier. Remove contaminated clothing. Get
medieal aitention i any discomfort centinues,

EYES: Promptly wash eyes with plenty of water whils lifting the eye lids. Get medical anantion
if any discomion continuas.

5. FIRE FIGHTING MEASURES

EXTHNGUISHING MEDIA Cerbon dioxide (C02), Dry chemicals. Foem. Water spray, fog or mist.

SPECIAL FIRE FIGHTING Woater spray may be used to flush spills away from exposuras and ditute spills 1o

PROCEDURES: non-flammable mixtures.

UNUSUAL PRE & EXPLOSION High concentrations of dust may form explosive mixture with air.

HAZARDS:

HAZARDOLIS COMBUSTION Asphyxiating gasesivaporaftumes of; Carbon dloxice (C02). Carbon manoxide (CO).

6, ACCIDENTAL RELFASE MEASURES

SPILL CLEANUP NETHODS: Collect in containers and sasl securaly, Flush claan wilh lota of water. Be aware of
potential for surfacss Lo become slippary. Avald generation and spreading of dust.
Wear ngoaasary protectiva squipment.

7. HANDLING AND STORAGE
USAGE PRECAUTIONS: Avold handiing which leads to dust formation. Provide good ventliation,
STORAGE PRECAUTIONS: Store st moderate iemperaturas In dry, wel vantilated groe,

8. EXPOSURE CONTROLS AND PERSONAL PROTECTION

INGREDIENT COMMENTS: This material ls considered a nulsance dust, OES TWA 4mgim3 Respimable Dust, 10
mg/md Total Dust

PROTECTIVE EQUIPMENT:

VENTLATON: Provide adequats genaral and local axhaust ventilation,

RESPIRATORS: Respiratory pratestion must be uead It alr soncamration excesds acceplable lavs),
Dusi fiiter P2 (for fins dust),

PROTECTIVE GLOVES: No spacitic hand prateclion noted, bul gloves may 51l ke advisable. For prolonged or

rapunted skin contact use suisahle protective gioves. Butyl rubber or polyvinyl acatate.

24
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EYE PROTECTION:
OTHER PROTECTION:

Wear dust resislan! safely poggles where there is danger of sy conlact,

Waear appropriste ¢lothing to prevent repsated or prolonged skin gontact. Provide

Yyewash stallon.

9. PHYSICAL AND CHEMICAL PROPERTIES

APPEARANCE: Pawdsr, dust.
COLOUR: Cream,
ODOURITASTE: Miid {or faint).
DENSITYSPECIAC GRAVITY {g/mi): 1.5 Temporature (*C): 20
pHVALLE, DILUTED SOL LITION: 7 Concentration %M - 1
SOLUBILITY DESCRPTION: Very soluble in watsr.
AUTO IGNMON TEMP. {"Cx > 200
10. STABILITY AND REACTIVITY
STABLITY Normally stable.
CONDITIONS TO AVOID: Not known,
MATERIALS TO AVOIR): Strong oxidizing agents.
HAZARDOUS DECOMP. PRODUCTS:  Fire of high iemperatures create: Asphyxiating pesesfvapours/iumes of: Carbon
dioxide (CQ2). Carbon menoxide (CO).
11. TOXICOL. OGICAL INFORMATION
Toxicologicel data Acute toxicity, LDED. Oral, Rat. > 5000 mghkg
Acute toxicity. LCS(. 1 hour. Inhalition, Rst = 21 mg/l
Ekin kriiation Draize Skin. Rabbit. Stight leritant
Eye Iiritation Draize Eye. Rabbit. Shight irrivant
Sansitization, Buehler Skin, Guinaa pig. Not 8 eenaltiser
INHAL ATION: Dust may irrhate resplrstory system or ungs.
INGESTION: May cause discomfort if swallowed,
SKIN: Powder may |rilate skin.
EVER: Particles in the eyes may cayse irritatlon and smerling.
12. ECOLOGICAL INFORMATION
ECOLOGICAL NFORMATION: Not regarded ss dangerous for the environmant,
OSPAR have defined this chemicsl 83 PLONOR.
BI0 ACCUMULATION: No blagccumulation is sxpected,
3/4
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nmr = LY REVISION DATE 40403

DEGRADMABLITY: Blodegrades.

13. DISPOSAL CONSIDERATIONS

DISPOSAL METHODS: Regover and reclaim of recycle, if practical. Dispose of on aite landfill area, Dlspoae of
In accordance with Local Authorily requirements.

14. TRANSPORT INFORMATION

ROAD TRANSPORT NOTES: Not Classiied

RANL. TRANSPORT NOTES! Not Classified.

SEA TRANSPORT NOTES: Not Classified.

AR TRANSPORT NOTES: Not Clessiflod.

15. REGULATORY INFORMATION

RISK PHRASES: Not ¢lassified,

SAFETY PHRASES: Not cleasifisd.

STATUTORY INSTRUMENTS: Chamicalx {Hazend Information and Packaging) Regulations, Contal of Substances
Mazardous to Health.

16. OTHER INFORMATION

INFORMATION SOLIRCES: Materla) Sufety Data Sheet, Misc. manufacturors. Sax's Dangerouc Proporties of
Industrial Materials, 9th ed., Lewis, R.J. S7., (¢4.], VNIR, New Yark, New York, (1997),

ISSUED BY: Sarah Glover

REVISION DATE: 04-04-03

REV. NoREFL. 603 GENERATED: 2

PRINTING DATE: 2005-04-04

R-PHRASES {Full Yexd}: Not claasified, R-43 May cause sensitisation by skin contest. R-36/38 itating to eyes
and gkin,

DISCLAIMER: MSDS furnishad indepandeni of produtt sale. While every effori has been made to

scouraiely describe this product, some of the daia are ablalned from sources beyond
our direct supervision. We cannol make any agsertions as ko its reliebiilty or
complateness; therefore. user may rely on it only 8t user's risk, We have made no
effort to oengor of concesl deileterious aspects of this praduct. Since we cannot
anticipswe or control the eonditions under which this information and product may be
used, we make rie guarantae that the preceutions we have suggeated will he
adequate for all Individuale and/or skuations, It is the obligation of each user of this
preduct to comply with tha requirements of afl applicable laws regarding use and
disposal of this product, Additional information will be furnished upon request 1o
psehst the user; howgver, na waranty, either axpressed or implied, nar Habllity of any
nature with respeot 10 this product or to the deta herein i@ made or incurred
haraunder.

44
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