Preliminary Monthly Report
August 2004

Injection and total liquid production remain relatively constant for the pilot wells (see attached graphs).
Qil production in August averaged 2.5 BOPD. Production for the first 10 days of September has
averaged 2.6BOPD. Gas production predominantly CO, continued during the month primarily form CO,
#12 and continuesto increase slightly. Gas production for the first 10 days of September has averaged
12.5 mcfpd compared to 12.1mcfpd for the month of August. Gas production is not excessive and we
currently expect WAG operations may not be required until October.

Gas production is primarily from CO, #12. CO, content of the produced gasin CO, #12 is over 90%
CO,. Gas production from CO, #13 appearsto be continuous now. Gas analysis shows an increase in the
heavier hydrocarbon components of the hydrocarbon gas. Nitrogen continuesto be reported in the gas
from CO, 13 and is probably form another zone.

Vent losses have been reduced substantially with the aid of the small capacity pump and were at arecord
low for the month.

Pressures continue to be stable on Carter 5 but continue to decrease on Cater 2.
Cumulative CO, losses to the north or out of zone are 29-39% of the injected CO.,.

Production rates on the project wells are demonstrating a decline in total fluid production. Thisis
probably aresult of the slight under injection for May, June, and July. Injection for August was on target
however over the four month period injection has averaged 22mcfpd less than required. Injection for the
first 10 days of September is aso falling short of the required volume on the average.

Efforts must be made to maintain injection requirements on CO; |-1 or production will need to be
restricted for the project to have a reasonable chance of success. Rather than restrict production on the
production wells it might be operationally easier to shut the wellsin once or twice a month to account for
any average under injection. Number of days that the wells would need to be shut-in would be
determined based on the actual production and injection for the month to that time.

CO, utilization plot indicates that the CO, displacement process is becoming less efficient potentially asa
result of the under injections. Other possibilities for the reduced efficiency are metering errorsin the
production or depositional issues.

Attached:
Pilot Map - CO, Utilization
Monthly report - LKC Pilot monitoring pressure graph
Injection graph - LKC Pilot monitoring wells pressures graph

Production graph



CO2 Pilot 10-Acre Pattern
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LKC Pilot Preliminary Monthly Report

Nov Dec Jan Feb March April May June July Aug Sept Oct Cum
Field 2003 2003 2004 2004 2004 2004 2004 2004 2004 2004 2004 2004
I/W With 30% North
Losses 1.23 1.10 1.27 1.05 1.08 0.93 0.87 0.63 1.00 - -
PPV InjCO2I-1 % 2.5% 4.8% 7.2% 9.7% 12.0% | 14.1% | 16.0% | 17.4% | 19.7% - -
Production
o]] bbl 0.5 6.2 27.0 47.7 85.0 58.0 84.0 75.0 80.0 78.1 - - 541.5 bbl
Wtr  bbl| 1,793.8 | 4,829.0 | 4,858.0 | 4,431.9 | 5,853.0 | 5,713.3 | 6,078.0 | 5,589.0 | 5,849.0 | 5,567.0 - - 50.56 Mbbl
Gas mcf] 0.0 0.0 0.0 0.0 0.0 0.0 33.9 211.0 312.0 374.0 - - 930.9 mcf
Injection
Wtr  bbl] 9,333 7,433 7,514 7,106 8,515 11,200 | 11,365 | 11,042 | 10,958 | 10,882 - - 95.35 Mbbl
CO2 mcf| 81.7 8,267.5 | 7,699.0 | 8,222.4 | 8,042.2 | 8,011.0 | 7,051.0 | 6,280.0 | 4,719.0 | 7,619.0 - - 65.99 mmcf
Mlb| 9.479 | 958.773 | 898.156 | 959.216 | 938.195 | 934.554 | 822.562 | 732.618 | 550.513 | 888.824 - - 7.69 MMib
CO2 Delivered
mcf| 745.7 | 9,405.5 | 8,309.6 | 9,294.0 | 9,304.4 | 9,656.4 | 9,007.2 | 9,010.2 | 5,724.5 | 8,128.0 - - 78.59 mmcf
Mlb| 86.48 |[1,090.74| 963.7 | 1,077.8 | 1,079.0 | 1,119.8 | 1,044.6 | 1,044.9 | 663.9 942.6 - - 9.11 MMib
Tons| 43.2 545.4 481.8 538.9 539.5 559.9 522.3 522.5 331.9 471.3 - - 4,557 Tons
Tank Vent
mcf[ 316.6 | 1,028.0 | 753.0 990.9 | 1,214.4 | 1,320.2 | 2,175.9 | 2,437.2 | 953.4 631.5 - - 11.82 mmcf
Mlb] 36.72 119.22 | 87.33 114.92 | 140.83 | 153.10 | 252.34 | 282.64 | 110.57 73.23 - - 1.37 MMib
% of Injection| 387.4% | 12.4% 9.8% 12.1% | 15.1% | 16.5% | 30.9% | 38.8% | 20.2% 8.3% - - 17.9%
Wells
Production
C0O212 Qil  bbl 0.5 6.2 10.7 19.1 76.6 37.3 71.6 49.2 77.5 55.0 - - 403.7 bbl
Witr bbl| 1,528 3,105 3,029 | 2,710.3 | 4,141.0 | 4,039.4 | 4,497.0 | 4,080.0 | 4,293.0 | 3,840.0 - - 35.26 Mbbl
Gas mcf 0 0 0 0.0 0.0 0.0 33.9 211.0 296.0 361.0 - - 901.9 mcf
C0O2 13 Qil  bbl 0.0 0.0 16.3 28.6 8.4 20.7 12.4 25.8 25 23.2 - - 137.9 bbl
Witr  bbl 266 1,716 1,829 1,722 1,711 1,674 1,581 1,509 1,556 1,727 - - 15.29 Mbbl
Gas mcf 0 0 0 0 0 0 0 0 16 13 - - 29.0 mcf
Injection
CO2 10 Wtr bbl| 5,113 5,848 6,460 | 6,207.0 | 7,827.0 | 10,599.0|10,962.0( 10,471.0| 10,325.0| 10,226.0 - - 84.04 Mbbl
CO2 18 Wir bbl| 1,391 1,585 1,054 899 688 601 403 571 633 656 - - 8.48 Mbbl
CO21-1 Wir bbl| 2,829 0 0 0 0 0 0 0 0 0 - - 2.83 Mbbl
Vent During Loading 5.2% 5.8%




LKC Pilot Preliminary Monthly Report

Daily Values
Nov Dec Jan Feb March April May June July Aug Sept Oct
Field 2003 2003 2004 2004 2004 2004 2004 2004 2004 2004 2004 2004
Production
oil bbl 0.0 0.2 0.9 1.6 2.7 1.9 2.7 2.5 2.6 2.5 - -
Wtr  bbl] 59.8 155.8 156.7 152.8 188.8 190.4 196.1 186.3 188.7 179.6 - -
Gas mcf[ 0.0 0.0 0.0 0.0 0.0 0.0 1.1 7.0 10.1 12.1 - -
Injection
Wtr  bbl| 311.1 239.8 242 .4 245.0 274.7 3733 366.6 368.1 353.5 351.0 - -
CO2 mcf| 27 266.7 248.4 283.5 259.4 267.0 227.5 209.3 152.2 245.8 - -
Mib[ 0.3 30.9 29.0 33.1 30.3 31.2 26.5 24.4 17.8 28.7 - -
CO2 Delivered
mcf| 24.9 303.4 268.1 320.5 300.1 321.9 290.6 300.3 184.7 262.2 - -
Mib[ 2.9 35.2 31.1 37.2 34.8 37.3 33.7 34.8 21.4 30.4 - -
Tank Vent
mcf| 10.6 33.2 24.3 34.2 39.2 44.0 70.2 81.2 30.8 20.4 - -
Mib 12 3.8 2.8 4.0 4.5 5.1 8.1 9.4 3.6 2.4 - -
% of Injection| 387.4% | 12.4% 9.8% 12.1% | 15.1% | 16.5% | 30.9% | 38.8% | 20.2% 8.3% - -
Wells
Production
C0212 Oil  bbl 0.0 0.2 0.3 0.7 25 1.2 2.3 1.6 25 1.8 - -
Wtr  bbl| 50.9 100.1 97.7 93.5 133.6 134.6 145.1 136.0 138.5 123.9 - -
Gas mcff 0.0 0.0 0.0 0.0 0.0 0.0 1.1 7.0 9.5 11.6 - -
C0O2 13 Oil  bbl 0.0 0.0 0.5 1.0 0.3 0.7 0.4 0.9 0.1 0.7 - -
Wtr  bbl 8.9 55.3 59.0 59.4 55.2 55.8 51.0 50.3 50.2 55.7 - -
Gas mcff 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.5 0.4 - -
Injection
CO2 10 Wtr bbl| 170.4 188.6 208.4 214.0 2525 353.3 353.6 349.0 333.1 329.9 - -
CO2 18 Wtr bbl| 46.4 51.1 34.0 31.0 22.2 20.0 13.0 19.0 20.4 21.2 - -
CO21-1 Wtr bbl| 94.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 - -
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CO2 Utilization mcf/bbl
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LKC Pilot Monitor Pressures
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