Preliminary Monthly Report
January 2004

Generally the project is proceeding about as expected or slightly better. Some minor
increase in oil production has been detected but not CO, or HC gas. Pressuresremain
relatively level in al but one of the observation wells.

The preliminary monthly report for January 2004 also contains changes to the
preliminary December 2003 report. Changes in the December report primarily deal with
CO;, vent and delivered CO, volumes. There were inconsi stencies between the volumes
reported on the different reports. There still appears to be some inconsistencies between
the different reports. Hopefully the reports will be Q& A’d more completely in the future.

Injection information for January had to be estimated based on the delivered volumes of
CO; and CO; vent because there was a failure of the CO, meter during the month. This
was correct with anew meter before the first of February. Injection volumes for
February through the 19" appear to have been measured reasonably with the exception of
one day (2/6/04) which will need to be estimated for the next report.

Injection rates continue on the lower side but in the range expected. Prior to starting the
project the wells were making no oil, not even afull skim of oil on the tank. Sporadic but
measurable oil occurred in January and has continued to increase in February and
currently averages slightly over one BOPD for the pilot are.

Neither CO2 nor gas production has been detected in measurable quantitiesin either of
the production wells. CO, breakthrough is taking longer than was expected. This could
be positive and indicate that we are getting better displacement by the CO, than originally
expected. Possible reasons for the delay in CO; arrival could be:

Better displacement efficiency than expected.
Architecturally related to the oomoldic porosity.
Larger losses to the North than expected.
Processing alarger pore volume than expected.
Injection out of zone.

agbrwNPE

Items are in order of probability.

Pressuresin the observation wells are all remaining relatively constant with the exception
of Carter 2 which still appears to be declining. Pressure in the monitoring area around
CO; 10isalso relatively constant. Thisis encouraging that the pressure in the pilot area
is being maintained as required. Pressures at the monitoring points between the CO; I-1
and the production wells could not be evaluated in January. The pressure falloff test on
CO; I-1 could not be evaluated based on surface readings because of problems with the
temperature reported not being representative of the temperature in the well. Another
falloff test is scheduled for thisweek. The temperature probe has been moved if it does
not give reliable readings at the current location then other alternatives will need to be
evaluated.
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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
Production
Qil bbl 0.5 6.2 27.0 - - - - - - - - - 33.7 Dbl
Wtr bbl| 1,793.8 | 4,829.0 | 4,858.0 - - - - - - - - - 11.48 Mbbl
Gas mcf 0.0 0.0 0.0 - - - - - - - - - 0.0 mcf
Injection
Wtr bbl| 9,333 7,433 7,514 - - - - - - - - - 24.28 Mbbl
CO2 mcf| 81.7 8,267.5 | 7,699.0 - - - - - - - - - 16.05 mmcf
Mib| 9.479 | 958.773 | 892.844 - - - - - - - - - 1.86 MMIlb
CO2 Delivered
mcf| 745.7 | 9,405.5 | 8,309.6 - - - - - - - - - 18.46 mmcf
Mib| 86.48 |[1,090.74| 963.7 - - - - - - - - - 2.14 MMIb
Tons| 43.2 545.4 481.8 - - - - - - - - - 1,070 Tons
Tank Vent
mcf| 316.6 | 1,077.2 | 798.9 - - - - - - - - - 2.19 mmcf
Mib| 36.72 124.92 92.64 - - - - - - - - - 0.25 MMIb
% of Injection| 387.4% | 13.0% | 10.4% - - - - - - - - - 13.7%
Wells
Production
C0O212 Qil  bbl 0.5 6.2 10.7 - - - - - - - - - 17.4 bbl
Wtr bbl| 1,528 3,105 3,029 - - - - - - - - - 7.66 Mbbl
Gas mcf 0 0 0 - - - - - - - - - 0.0 mcf
C02 13 Qil  bbl 0.0 0.0 16.3 - - - - - - - - - 16.3 bbl
Wtr bbl 266 1,716 1,829 - - - - - - - - - 3.81 Mbbl
Gas mcf 0 0 0 - - - - - - - - - 0.0 mcf
Injection
CO2 10 Wtr bbl| 5,113 5,848 6,460 - - - - - - - - - 17.42 Mbbl
CO2 18 Wtr bbl| 1,391 1,585 1,054 - - - - - - - - - 4.03 Mbbl
CO2 -1 Wtr bbl| 2,829 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 bbbl 0.0 0.2 0.9 - - - - - - - - -
Wtr  bbl[ 59.8 155.8 156.7 - - - - - - - - -
Gas mcf| 0.0 0.0 0.0 - - - - - - - - -
Injection
Wtr  bblf 311.1 239.8 242.4 - - - - - - - - -
CO2 mcf| 2.7 266.7 248.4 - - - - - - - - -
Mlb 0.3 30.9 28.8 - - - - - - - - -
CO2 Delivered
mcf[ 24.9 303.4 268.1 - - - - - - - - -
Mlb 2.9 35.2 31.1 - - - - - - - - -
Tank Vent
mcf[ 10.6 34.7 25.8 - - - - - - - - -
Milb 1.2 4.0 3.0 - - - - - - - - -
% of Injection| 387.4% | 13.0% 10.4% - - - - - - - - -
Wells
Production
C0O2 12 Oil  bbl 0.0 0.2 0.3 - - - - - - - - -
Wtr  bbl 50.9 100.1 97.7 - - - - - - - - -
Gas mcfl] 0.0 0.0 0.0 - - - - - - - - -
C0O2 13 Oil  bbl 0.0 0.0 0.5 - - - - - - - - -
Witr  bbl 8.9 55.3 59.0 - - - - - - - - -
Gas mcfl] 0.0 0.0 0.0 - - - - - - - - -
Injection
CO2 10 Wtr bbl| 170.4 188.6 208.4 - - - - - - - - -
CO2 18 Wtr bbl| 46.4 51.1 34.0 - - - - - - - - -
CO2 1-1 Wtr bbl 94.3 0.0 0.0 - - - - - - - - -
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LKC Pilot Monitor Wells
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