ERIERES

RESOURTCES

March 10, 2006

Bureau of Land Management(3) Commissioner of Public Lands(2)
Attn: Mr. Wayne Townsend Attn: Ms. Jamie Bailey
1235 La Plata Highway State of New Mexico
Farmington, NM 87401 P.O. Box 1148

Santa Fe, NM 87501-1148 3
State of New Mexico(2) i‘:
Oil Conservation Division o
Energy & Minerals Department —
Attn: Mr. Mark E. Fesmire -3
1220 St. Francis Drive =
Santa Fe, NM 87505-4000 o

ro

RE:  San Juan 32-5 Unit, # 14-08-001-534
San Juan County, New Mexico
Fruitland Coal Participating Area
Initial Expansion, effective April 30, 2000
First Expansion, effective May 1, 2001
Second Expansion, effective October 1, 2001
Third Expansion, effective November 1, 2001
Fourth Expansion, effective December 1, 2001
Fifth Expansion, effective August 1, 2002
Sixth Expansion, effective September 1, 2002
Seventh Expansion, effective November 1, 2002
Eighth Expansion, effective August 1, 2003
Ninth Expansion, effective November 1, 2003

Dear Sir or Madam:

By letter dated November 14, 2005, Energen Resources Corporation submitted the Initial
through the Ninth Expansions for your review and approval. None of the agencies listed have
approved these Expansions as of this date.

A more thorough review of these Unit Expansions has indicated that additional acreage should
be included in the Eighth and Ninth Expansions as a result of being proven productive by
geologic inference.

Energen Resources Corporation, an Energen Company 2198 Bloomfield Highway, Farmington, New Mexico 87401  505.325.6800




Enclosed for your review are geologic structure, isopach and production maps, two cross
sections and a geologic write-up explaining our conclusions. A revised Expansion Schedule
for both the Eighth and Ninth Expansions and Eighth and Ninth Expansion maps are also
included.

The revised Expansion Schedules for the Eighth and the Ninth Expansions are enclosed. The
schedules describe the Participating Areas and show the percentages of unitized substances
allocated to the Tracts according to the ownership within the Tracts.

We would appreciate your including the above along with the materials previously furnished
and consider all of the Expansions for approval as soon as possible. Please contact the
undersigned at (505) 326-6162 if there are any questions regarding this matter. Copies of this
letter are being furnished to the Working Interest owners on the attached list.

Very truly yours,

LN 77—

David M. Poage
District Landman




WORKING INTEREST OWNERS
San Juan 32-5 Unit

BP America Production Inc.
Benson-Montin-Greer Drilling Corporation
La Plata Gathering System Inc.

Henrietta E. Schultz, Trustee

Mr. J. Glenn Turner, Jr.

Mr. William G. Webb

Williams Production Company

Frank O. Elliott and Edna Ione Hall Elliott
Energen Resources Corporation
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San Juan 32-5 Unit
Fruitland Coal PA Expansion by Geologic Inference
3/2/2006

Summary
Two drill blocks need to be included in the PA prior to drilling the wells in the west half

of sect. 27 and the south half sect. 14, T32N-R6W. This will provide a 10’ internal
setback, as opposed to the 660’ if they are not in the PA. This is necessary to get the
wells drilled, since these well locations are under Navajo Lake and have to be drilled
directionally. The distance to these locations is near the limits of our drilling rigs and the
extra 650’ would potentially make the drilling impossible under current conditions.

Geology
The Fruitland Coal is continuous and commercially productive in the 32-5 Unit, in the

areas to the north and west of the unit, and in the intervening area where these drill blocks
are located.

There are two main coal packages present in this area, as shown on the two attached cross
sections. Total coal thickness ranges from 35°-45’ in the area, and the main coals are
continuous. Regional structural dip is down-dip to the north, and there are no known
faults in the area, as shown on the attached structure map. Commercial production is
present in the 32-5 Unit and to the north and west, as shown on the attached daily
production map.

It is not uncommon to find production variations in the Fruitland Coal. This is
attributable to different completion methods and different operational conditions (e.g., the
presence or absence of pumps and/or compression). However, this entire area has been
proven to commercially productive, and there is no doubt about the expected
commerciality of the proposed PA expansion drill blocks.

Greg Jennings
District Geologist
San Juan Basin
Energen Resources
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