i e T STate oI New Viex1co Form C-103

Office X

District | . Energy, Minerals and Natural Resources May 27, 2004
1625 N. French Dr., Hobbs, NM 88240 — TR T WELL API NO.

District 1] Ny PR Y TN 30-007-20231

ot ave s vt OIL CONSERVATISRIBRIsIoNY A 3000720

1000 Rio Brazos Rd., Aztec, NM 87410 - :

District 1V Santa Fe, NM 873057 1 6 2004 [6. State Ol & Gas Lease No.

1220 §. 8t. Francis Dr., Santa Fe, NM

87505 QI COMSrr i A TEON

SUNDRY NOTICES AND REPORTS ON WELLS™ ™. <\ crqy; | 7 Lease Name or Unit Agreement Name
(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG B]ACK %O AT

DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT" (FORM C-101) FOR SUCH VPR D

PROPOSALS.)

1. Type of Well: Oil Well [] Gas Well X Other COALBED METHANE 8. WellNumber 64

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 §7740

4., Well Location

Unit Letter 0 : 14 feet fromthe South line and 1981 feet from the East line
Section 30 Township 31N Range 18E NMPM  Colfax Count

11. Elevation (Show whether DR, RKB, RT, GR, etc)

8652 (GR)
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 ABANDON [l CHANGE PLANS | COMMENCE DRILLING OPNS.[] P AND A O
PULL OR ALTER CASING 1 MULTIPLE COMPL | CASING/CEMENT JOB O
OTHER: Horizontal Lateral OTHER: O
DX

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 recompletion. Work proposed is as follows.

= Drill a horizontal lateral in the Upper Vermejo coal at 1590°- 1597".

" 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 problems 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 ' Ib 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 TD’d, a 3 2" perforated liner will be run and set off just outside the 5 4™ 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 belief. I further certify that any pit or below-
grade tank has been/will be constructed or closed according to NMOCD guidelines [, a general permit [] or an (attached) alternative QCD-approved plan [}

SIGNATURE —2 R Labl—r” TITLE  Prod. *V_-'aﬂ DATE 9// 2 /o4

Type or print name E-mail address: Telephone No,
For State Use Only
< |
APPROVED BY: e PISTRICT SUPERVISOR |, 1 g/ 7% v
I 4

Conditions of ApprovaY(if %y): ﬂ ’
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éleSOi Production

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

Interoffice Communications

RE: VPR D-64 Horizontal Lateral
Vermejo Park Ranch
Colfax County, New Mexico

Authority is requested 10 drill a horizomal lateral in the Upper Vermejo coal in the VPR D-64
(1290-15977). This workover is projected 1o cost $244,000 net to E] Paso with an incremental
production gain of 200 Mcfd, Attached please find an AFE for this workover,

CONCLUSIONS:
» Incremental gas production rete can be achieved from the Upper Vermejo coal in the VPR
D-64 by drilling a horizontal lateral in the coal. The production rate on D 64 has declined
exponentially from 900 -300 Mcfd indicating & damaged coal. A horizontal lateral should

bypass the suspecied damage and restore the production rate this well has demonstrated it
is capable of.

RECOMMENDATIONS:
Plcase find the antached AFE for a net of $244,000 10 El Paso’s 100% working interest.

Economies (100% W.I. & 939 N.R.1.)

Net Investment (MS) 244
Est, Net Reserves (MMCFE) 542
EVA  (Shvear) $104,1005$244.000x.12)=%74,800
Net Operating Profit $104,160
(§2.5"Mcf » 73000 MefAyT x .92 NRI x (1-.05625) x (1-.25))
Weighted Average Cost of Capital 12% estimated
Capital Enployed $244,000
Undiscounted Payout (AFIT, vears): 2.1
Development Cost (§/Mcf) 0.45
ROR 95%

DISCUSSION:

VPR D-64 was drilled and completed in the Lower, Middle and Upper Vermejo Coals during the
Spring of 2001. This well was the first well frac’d with coil rebing on the Vermejo project.
Sandwedge was added 10 the frac sand to prevent sand flonback. The well was pulled § times in
the first year to change out pumps and cleanout the wellbore. The production rate 1s declining
exponentially indicating potential damage to the coal. A coal response to stimulation usually
includes a flat or inclining production profile during the first 3 vears, The well has cumulative

production of 513 MMcf and is currently producing from the Vermejo Coals at 295 Mcfd + 40
bwpd.

It is proposed 1o drill a horizontal lateral from the D-64 in the 7° Upper Vermejo coal N 2000
toward the D-37 which has a 7° UV coal. We will drill up dip from the D-64 U.V. top @ 1590°
toward the D-37 U V. 1op @ 1282° allowing the produced water to move toward the D-64
wellbore. D-71 offsets D-64 % mile 10 the WNW and produces 850 Mcfd + 220 bwpd from the
Vermejo Coals including a 6° thick U.V. coal. The Upper Vermejo coal correlates in this area and
appears 10 be continuous. D-37 offsets D-64 32007 10 the NW and was successfully recompleted
February 2004 in the Upper Vermejo coal adding 100 Mcfd incrememntal production rate. The D-37
curtently produces 420 Mcfd -+ 80 bwpd and the production rate is inclining.
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Fecompleticn-Workover Froject Economics

Dste 08I 5104 Frepdby: [ Howerc Musgrove ]
Operetor ;| £l Fesc P oguction Comiany ] Well/ Frospect: [ WCRKOVER VPR D-64 ]
Field: [ vermielc Ferk Rench Locetion: [ 5e Sec. 30 T3IN Ri8E ]
TVD: imb: [ ] waoev: [ C Co./Ph.: [ Coiex Co. ] state:

GEOLOGIC SYNOPSIS

Thos g e veceest o turcs i orilf e henicnte
EVWELD end rae mcired i B6E WCFRD - 261 BEWPD while the VER D-E£ it mghline 286 MCF - 28 BWPD.

igierelin the 7.8 Urper Verreo Lcel n VPR D64 VPR D277

ctzer well initelly fiowed 122 MCFPD + 238

OWNERSHIP ] FROBAEILITY OF SUCCESS
ZONE EPO L APO Commenis {Probability of Completing)

Wl NRI Wi NRI POS (structure) : 100%
zon€ 1 100 0% C2 0% 100 0% €2 0% POS (hydrocarhon) @ 100%
L UNE 7 SO0 0% €2 0% “00 0% B3 0% POS (permeability) : 100%
o POS (undepleted) : 100%
POE (mechanical) : 50%
FOS (other) : (0%
FOS © 50%

RESERVE §YNOPSIS

ELonumice er€ Lese On an niened marementsl 2C MCFFD increasing ¢ 200 MCFFD gher € morine, fetlor & veers end declining ic recover 228 MMCF.
Feonorugs gre Teeen o volumeln

v re

Icutetien of the Uprer Ceosl gt “6C gcres

Zone First Urnrisked IP F10 Fs0 MOST LIKELY (Meen) RESERVES Ecohked
Seles Cross Net Cross CGross Cross Net Froven
| mcfd mefd mmcle mrcfe mmef mbo mbi mmcie mmcfe mmcle
Vermec Log! G2 U0e a0 & ng ng £ay ¢l 0 587 542 0
58 1] 4 587 542 0
CAPITAL (S000) MODEL ASSUMPTIONS.
UNRIEKED RIEKED SPUD DATE & 5/1/2004
Gioss Net Gross Net N GROEE Gamvdmo} 1,083
LEC & EEIS [ o} 9] 0 ETU/ECF @ 1,000
REC. Oy Workover; 744 64 44 a4 INTT GAEF ($mmbh) ¢ §4.50
COMPLETION : ¢ G o 1] E£SIN DIFFER (GASP) © $0.73
FACILITIES : C C 4] 4] INIT OILF ($opl) @ £24.50
TQTAL ; 244 744 44 44 OLF DEDUCT ; ne
FUTURE CAFITAL : 0 C 4] 0 INIY FLANTF ($/bbl) : na
"ALL INT TOTAL : 244 244 444 44
R ECONOMIC RESULTS SUMMARY:: - i
UNRISKED RISKED BTAX ATAX
NET RESERVEE (MMCFE) 542 542 ~OR 100% 95%
NE7 DRILL 8 EVAL (3000) 244 744 RO {undisc) 71 5.0
TOTAL NET CAPITAL {3000} £244 244 RON 112% discy 4.1 30
TCTAL DEV COST (8/MCFE) 80 4% 80 4E PV {undisc-3M) 51.497 $973
ALL-IN' NET CAFITAL ($000) tzd4 £244 PV {12% dizc-fM) 5703 5449
‘ALL-IN' DEV COST ($/MCFE) $0 45 50 45 FAYQUT (Yrs) 1.8 2.1

GENERAL COMMENTS - - * 0

Horzeria!

zleral fiem exsting wellbore in & well with thick reso

urces but less then expected results.




WELLBUKE DUHEIVIA LI

leese: VPRD 64

Fieid: VPR - Cestlerock
County: Colfax

Slate: New Mexico

214-01 Spud. Dring 117 hele 1o 3300 Ran & 58 csg o
. Cmt w100 sx. Cire 7 bbls cmt e pit.
1€-01 Drl 7 7/8" hole tc 2085,
17-01 Ren 4&jis 5 %", 15.58, WC-50 LT&C ceg @
7 CmtwiiZh sx, Bump plug. Cire 10 bbte cement.
&-01 RUCU end 1zn bit & screper 1o 2007
-01 Feztlerson ran bond fog. TOC &t surd,
-01 Feri Stzpe 1: 1873-80" w/ 4 spf 28 holes
Fmp 397 geis 7.5% HCL 2ciq, 70 nitro
{oam wi/ 57852 Ibs of 16/30 mesh snd,
total 17790 gel pmpd, 1SIP 430 psi.
Ferf Stzge 2: 1826-30" w/ 4 £pf 16 holes
Fmp 220 ¢cels 7.8% HCL ecid, 70 nitro
foam wt 22087 be of 16/30 mesh
send el 6-10 bpm, wial 12260 gal
pmipd, ISIP 57E psi.
Fer Sizoe 3: 1791-84" w/ 2 =pf 12 holes
Fmp 183 gale 7.8% HCL zcid, 70 nitro
fcam w/ 27062 Ibe of 16/30 mesh
sznd £t 8-10 bpm, tola! 8613 g3l
pmpd, I1SIF 750 psi.
Ferl Etepe 4: 1771-74" w/ 4 sp! 12 holes
FPmp 175 gele 7 £% HCL acid, 70 nitro
foam w/ 25043 1be of 16/30 mesh
sand at 10 bpm, total L660 gal
pumped, 1SIF 450 psi.
Feri Stzge B 1590-67 w/ £ spl € holes
Pmp288 gele 7.£% HCL zcid, 70 nitro
fcam w/ 40856 lbs of 16/30 mesh
sahd at 8-10 bpm, 1otai 11232 cal
pumped, 1SiF 200 psi,
5-12-0% RiH w/ 45 PCP
6-5-01 Stuck pump. Ran €5 PCP. Ecziled 75' fill
£-22-01 Fmp stuck Ran 95 PCP. Eeiled 67 fill.
1.25-02 Stuck pump. Ran1 %" IP. Irstsll 57 PU. Eziled
&7 fill.
4-11-02 Pump stuck. Ran 11/2" 1P, Ezil 60 fill.
€-25-02 Bad pump. Ran 17" IP. Beil 36 fill.
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Fiepeted by:  William M. Ordemznn
Cste: August 3, 2004

KB =GL
GL =8652

4 A

— 17

4

TO= 208%
PBTD=2007

Tree: Independent 1500 psi head

117 Hole

& t/8”, 24 ppf, J-55 ST&C @ 3271’
Cement w/ 100 sks

7 7/E" Hole

Stage 5 1260-97" w/ 4 £pt 28 holes

Fm> 28E gals 7.8% HCL &cid, 70 nitro foam w/ 40856 Ibe of
1630 mesh tanc &1 8-10 bpm, tolal 11332 cal pumped,
I18IP 500 psi.

12 holes
£% HCL =cid, 70 ritro foam w/ 2504 2 lbs of

Etage
17 £
end

Frop 17k
1620 me

49771-74" wi 4 spf
cals 7
she a1 10 bpm, total 9660 gal

Sizge 3 1707-G4" w/ 4 spf 12 holes

Frmp 182 gale 7.8% HCL &cid, 70 nitro foam w/ 27062 1bs
of 1€/30 mesh c2nd &1 810 bpm, total 8613 ga! pmpd,
18IF 750 psi.

S1age 2 1826-30"' wf 4 =pf 16 hole,

Frap 220 gals 7.5% HCL &cid, 70 nitro feam w/ 32987 |bs of
1630 mesh eand &t £-10 bpm, total 15260 gal pmpd, ISIP
575 psi.

Stage 1 1873-80" w/ 4 spi 28 holes

Fmp 27 gele 7.2% HCL &cid, 70 nitrg foam w/ 57852 lbs of
16/30 mesh sznd, total 17790 gal pmpd,

ISIF 430 psi.

51127, 15.5 ppt, J-55, LTEC @ 2007°.
Cement wi 335 sks,
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SAFETY DATA SHEET
DUOVIS

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

PRODUCT NANE: DUQVIS
SYNONTMS, TRADE NAMES: Xanthan Gum
APPLICATIONS: Viscosifter
SUPPLIER: M-} Drilling Fivids UK Ltd,
Pocra Quay,
Fooldee,

Abardeen, AB115DQ
Tet: 44 (0}1224 - 564336
Fax: 44 (0)1224 - 876119

EMERGENCY TELEPHONES: 001 281 561 1800 (LUISA)

2. COMPOSITION/INFORMATION ON INGREDIENTS

NAME CONTENT
CAS o, EINECS Nr.: CLASSIFICATION

GLYOXAL 1%
107-22.2 Xi R-43, 36/38

XANTHAN GUM 85-98 %
11138-66-2 -

WATER 518%
T732-18-5 - Not clagsifled.

The Full Tex for all R-Phréses are Displayed In Secton 18

COMPOSITION COMMENTS: This product formulation I8 not clessifled 2& hazardous in socordance with the EU
Dkectives.
3. HAZARDS (DENTIFICATION

Nat regarded as a healih hazard under currant legislation,

4, FIRST AID MEASURES

NHALATION: Move (he oxposed person (o fresh alr a1 once. Gel medical atiention if any discorton
continues.

1/4
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10273« DUOVIS FIC VIQRAY B 1 5w

INGESTION: Flrst ald s net normally required. Rinse mouth tharoughly, Drink pleaty of waler,

SKIN: Wash skin thoroughly with 3cap and water. Remove contaminated clothing. Get
medical atiention if any discomfort continues.

EYES: Promptly wash eyes with plenty of water while (ifting the eye (ids. Gef medical attgntion
if any discomfon continues.

5. FIRE FIGHTING MEASURES

EXTINGUISHING MEDIA Carbon dioxide {CO2), Dry chamicals. Foem. Water apray, fog of migt,

SPECAL FIRE AGHTING Water spray may be Lsed to flush spllls away from exposuras and dilule spills lo

PROCEDURES: non-flammable mixtures.

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

HAZARDS: i

HAZARDOLIS COMBUSTION Asphyxiating gasesfvaporafumes of: Carbon dloxide (CO2). Carbon manoxide (CO).

6. ACCIDENTAL RELEASE MEASURES

SPILL CLEANUP METHODS: Cotlect in comainers and seal securaly, Flugh claan with knta of water. Ba aware of
potertial for surfaces to become shippery. Avold generation and spresding of dust.
Wear nacassary prolective equipment

7. HANDLING AND STORAGE
USAGE PRECAUTIONS: Avald handling which leads to dust formation. Provide geod ventliation.
STORAGE PRECALTIONS: Store st moderate lamparaturss in dry. well veniilated prea.

8. EXPOSURE CONTROLS AND PERSONAL PROTECTION

INGREDIENT COMMENTS: This material ls considersd a nulsance dust, OES TWA 4mg/m3 Reapirable Dust, 10
mg/m3 Total Duat

PROTECTIVE EQUIPMENT:

VENTLATON: Provide adequaie general and lacal exhaust ventilation.

RESPIRATORS: Respiratory proléction must be used If air concantration axcesds acceplable level.
Cust filter P2 (for fine dust).

PROTECTIVE GLOVES; No speclific hand protection noted, bul gloves may siiil be advisable. For prolonged or

repagted skin contact use sullable protective: glaves. Butyl rubber or pulyvinyl acetate,

24
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10273 = DUOVIS
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EYE PROTECTION:
OTHER PROTECTION:

Wear duet resisiant salety poggles whers there is danger of eye tontact.

Wear appropriate clothing to prevant rapsated or prolonged skin contact. Provide

syswash statlon.

9. PHYSICAL AND CHEMICAL PROPERTIES

AFPEARANCE: Powdsr, dust.

COLOUR: Cream,

ODOUR/TASTE: MIld {or taint).

OENSITY/SPECIAC GRAVITY (g/mi): 15 Temporature (") 20
PHVALLE, DILUTED SOLUTION: T Concentration %M - 1
SOLUBILITY DESCRIPTION: Very soluble in water.

AUTO IGNTON TEMP. 'C). ¥ 200

10. STABILITY AND REACTIVITY

STABLITY: Normally stable,

CONDITIONS TO AVOID: Natknown,

MATERIALS TO AVOID: Strong oxidizing agents.

HAZARDOUS DECOMP. PRODUCTS:  Fire or high lemperatures craale: Asphyxiating geses/vapours/umes of: Carbon

dioxide (CO2). Garbon monoxide (CO).

11. TOXICOLOGICAL INFORMATION

Toxicological data

Acuts toxicity, LDED. Oral, Rat. > 5000 mgkg

Aoule taxicity. LCS0. 1 hour. inhelation, Rat. » 21 mg/t

Skdn Irfation Dralze Skin. Rabhit. Slight rritent
Eye Irritstion Draize Eye, Rabblt. Slight irritant

Sensitization. Buehter Skin. Quinea pig. Not & genaitiser

Dust may irritaie respiratory system or unga.
May cause discomfornt if swallowsd.
Powder may irritata skin.

Particles in the eyes may cause lritstlon and smarling,

12. ECOLOGICAL INFORMATION

ECOLOGICAL INFORMATION: Net regarded ms dangerous for the environment.
QSPAR heve defined this chamical 83 PLONOR.
BI0 ACCUNULATION: No bisaccumulation Is expected,
3/4
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i ———— REVISION DATED4-04-03

DEGRADABLITY: Biodegredes.

13. DISPOSAL CONSIDERATIONS

DISPOSAL METHODS: Regover and reclalm or racycle, if practical. Dispose of on sile landill area. Dispose of
In a¢cordance wilh Local Authority requiramants.

14. TRANSPORT INFORMATION

ROAD TRANSPRORT NOTES: Not Classifled

RAL. TRANSPORT NOTES: Not Classified.

SEA TRANSPORT NOTES: Nct Clasaified.

AR TRANSPORT NOTES: Nol Cigssifled.

15. REGULATORY INFORMATION

RISK PHRASES: Not clagsilad,

SAFETY PHRASES: Not classified.

STATUTORY INSTRUMENTS: Chamicals {(Hazerd Informafion snd Fackaging) Reguiations, Control of Substances
Huzardous to Health.

16. OTHER INFORMATION

INFORMATION SOURCES: Material Sufety Data Sheet, Misc. manufacturere. Sax's Dangarous Properties of
industrial Matarials, 8th 4., Lewis, R.J, Sy, (0d.), VIR, New York, New York, (1897).

ISSUED BY: Sarah Giover

REVISION DATE: 04-04-03

REV. NoREFL, 8DS GENERATED: 2

PRINTING DATE: 2003-04-04

RPHRASES [Full Ted): Not classified, R-43 May cause sensitisation by skin contact. R-36/38 Irflating to ayes
and akin,

DISCLAIMER: MSDS fumished independent of product sale. Whike every affort has bean made to

acouretety describg this product, same of the datz are abtainad from sources beyond
ouf direct supervigion. We cannot make any assertions as Lo it relisbiity or
compisianess; therefore. user may rely on it only 8t users risk. We have made no
effort to censor or conceal deleterious aspects of this produet, Since we cannot
anticipale ¢¢ control tha cenditions under which this Information and product may be
used, wa make 10 guarantae that the praceutions we have suggestsd will be
adequats for all Individuale and/or situations. It is the obligation of each user of this
product to comply with tha requiremants of 2l applicable laws regarding use and
disposai of this produgt. Additional Information will be furnished upon request to
=ssist the user; howgver, no wamanty, either axpraseed ar implied, nor labliily of any
nature with respect 1o this produrt of 6 tha daie hersin i made or incurred
herounder.

d4/4
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