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Small Company
With Grand Plans
Tackles World-Class
CO» Project

By Al Pickett
Special Correspondent

HOUSTON-Barry Lasker calls his company’s business model a “world-class proj-
ect owned by a small company with grand plans.”

Lasker is president and chief executive officer of Enhanced Oil Resources Inc., a
Canadian company that is based in Houston. It is undertaking a project to develop
what it believes is the largest undeveloped helium and carbon dioxide field in the
United States. Lasker reports Enhanced Oil Resources is building a 320-mile
pipeline to take CO, from the field it owns in Arizona to the Permian Basin for use
in a enhanced oil recovery projects that it also owns, as well as for third-party use.

Rod Eson, chairman of the board for Enhanced Oil Resources, puts the company’s
business plan in simple terms. “We have point A and we have point B,” he states.
“Now we need to connect the points. Of course, we need a lot of dollars to do
that.”

Perhaps as much as $1 billion, to be precise. However, Lasker says developing
the project could result in Enhanced Oil Resources becoming one of North Ameri-
ca’s largest helium and CO, suppliers as well as enhanced oil recovery producers.
But first, those dots have to be connected.

Reproduced for Enhanced Oil Resources Inc. with permission from The American Oil & Gas Reporter
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The St. Johns Field covers
235,000 acres and is estimated
to contain 15 trillion cubic feet
of in-place resources with the
potential to recover up to 8 Tcf
of carbon dioxide and 30 Bcf
of helium. To date, Enhanced
Oil Resources has drilled 36
wells with plans to eventually
drill more than 200 wells in the
field.

Point A

Originally called Ridgeway Petroleum,
Enhanced Oil Resources has been exploring
for oil and gas in North America since
1980, according to Lasker. In 1994, how-
ever, he says a wildcat well in the St.
Johns Field in Apache County, Az., near
the Arizona-New Mexico border, encoun-
tered agas accumulation that would change
the course of the company’s history.

Lasker says St. Johns is thought to be
thelargest undevel oped resource of helium
and carbon dioxide gasesin North Amer-
ica. The 2,400-foot discovery well on
the St. Johns Anticline flowed more than
800,000 cubic feet a day from an un-
stimulated 400-foot interval. A follow-
up well four miles to the south flowed
more than 650 Mcf/d from an ungtimulated
150-foot interval, he adds. In addition to
94 percent CO, content, Lasker says both
wells produced 0.6 percent helium, apre-
mium-priced commodity.

Lasker says the St. Johns Field is 400
sguare miles, or 235,000 acres, and is be-
lieved to contain 15 trillion cubic feet of
in-place resources, according to third-
party engineers. He notesit hasthe potential
of 6 Tcf-8 Tcf of recoverable carbon diox-
ide aswell as 30 Bcf of helium. A resource
report prepared in 1999 by Cobb Engi-
neering in Dallas calculates the St. Johns
Field could support a daily production
rate of 500 Mcf/d for more than 25 years.

“Thisis believed to be the only large-
scale CO, field in North America that
also contains helium,” Lasker points out.
“There are a couple billion dollars worth
of helium in the ground.”

In late 2006, Ridgeway Petroleum

changed its name to Enhanced Oil Re-
sourcesto “emphasi ze our business plan,”
he relates.

To prove the potentia of the CO, in
the St. Johns Field, Lasker says the com-
pany first drilled 36 wells, establishing

2.3 Tcf of proved plus probable reserves.
“We are looking for third-party gas con-
tracts,” he adds.

He says the company plansto eventu-
aly drill more than 200 wells in the St.
Johns Field.

“We needed to make sure there was
enough gasto finance the pipeline,” Eson
explains. “And we needed to make sure
there were buyers on the other end.”

Enhanced Oil Resources has accom-
plished that first step, according to Lasker,
acquiring letters of intent for more than
350 million cubic feet a day in potential
contracts. The company also plansto use
150 MMcf/d of the CO, in its own oil
fields, he adds.

Oncein production, the company’s he-
lium reserves will be sold to a major in-
dustrial gas company under a15-year take-
or-pay gas contract. The company will
purchase “every molecule of helium” the
project can deliver, Lasker emphasizes.

Point B

In the past 18 months, Enhanced Oil
Resources has acquired three mature oil
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Enhanced Oil Resources Inc. and SunCoast Energy have signed a memorandum of under-
standing to build the St. Johns Pipeline from the St. Johns CO, field in eastern Arizona to
Permian Basin oil fields in West Texas. Planned with an initial capacity of 350 million cubic
feet a day of dense-phase CO, at 2,000 psi, the 400-plus mile pipeline would be designed to
accommodate an expansion phase up to 500 MMcf/d of CO, with the addition of new com-
pressor stations.
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Enhanced Oil Resources has acquired three mature oil fields on the western edge of the
Permian Basin in Lea, Chaves and Roosevelt counties in southeastern New Mexico, which
it has identified as primary CO, flood candidates. The company estimates that 70 million-
80 million barrels of crude oil can be recovered from the fields through CO, flooding.

fields on the western edge of the Permian
Basinin Lea, Chaves and Roosevelt coun-
ties in southeastern New Mexico. Those
fields continue to produce approximately
180 barrels of oil a day, according to
L asker.

He callsthe threefields primary targets
for CO, floods. “We believe we can
recover 70 million-80 million barrels of
crude oil from thesefields,” hetouts. “We
are looking for other opportunities, too.”

In the meantime, Enhanced Oil Re-
sources has begun apilot project, injecting
CO, into the Milnesand Field in Roosevelt
County. “We have been injecting gas for
five months,” Lasker noted in January,
“and we are beginning to see a positive
CO, response. We expect to see maximum
results six to nine months from now, but
we remain encouraged by the results to
date. We are purchasing the CO, locally.
We have one (injector) well and four
producers. We are using about 400 Mcf/d
of CO,, with an option to expand that.”

The overall oil production from the
pilot battery of wells hasincreased by 42
percent since the CO, injection began,
according to Lasker, while the water/oil
ratio has decreased from 45 barrels of
water per barrel of oil to 32 barrels of
water per barrel of oil.

Lasker says the Milnesand Field is
the middle of the three fields it acquired
in southeastern New Mexico. The other
two are each within eight miles of the
Milnesand Field, making it easy to pipe
the CO, to them.

Lasker and Eson say they believethere

also is plenty of opportunity to sell CO,
to other operators in the Permian Basin,
asevidenced by the 350 MMcf/d in letters
of intent that Enhanced Oil Resources
hasin hand.

The U.S. Department of Energy pub-
lished a series of reportsin 2006 that ex-
amined the stranded oil that remained in
fieldsinthe United States, and concluded
that much of this resource, which it esti-
mated at 377 billion barrels of ail, could
be atarget for enhanced oil recovery.

Nearly 70 percent of the CO, floods
in the United States are in the Permian
Basin, according to Steve Melzer, who
owns Melzer Consulting, aMidland, Tx.,
firm that advises companies on the mul-
tifaceted business uses of CO, flooding.
Melzer claims enhanced oil recovery
projects have been on hold in the Permian

Basin, awaiting the availability of more
CO..

“We believe that is the direction of
the Permian Basin,” agreesLasker. “There
is a pent-up demand for more than 1
Bcf/d of CO,.”

He notes that oil companies in the
West Texas portion of the Permian Basin
have been flooding aging fieldswith CO,
for nearly 30 years, but there has been
very little CO, flooding on the New Mex-
ico side of the basin.

The Department of Energy report also
states, “ CO, injection is the future of en-
hanced oil recovery, increasing U.S. do-
mestic oil reserves by afactor of 10.”

It calls CO, flooding “the fastest grow-
ing method of enhanced oil recovery in
the United States,” claiming that expanding
CO,-enhanced ail recovery hasthe potential
to make a significant difference in U.S.
proven ail reserves. The DOE report de-
termined, “ State-of-the art enhanced oil
recovery with carbon dioxide could add
89 hillion barrels’ to U.S. recoverable oil
resources. Current U.S. proved reserves
are 21.9 hillion barrels, according to DOE.

“Thisisalong-term project,” acknowl-
edges Lasker, “but we are talking about
fields that will produce for another 20-
30 years”

Connecting The Dots

Of course, connecting the dots is the
difficult part of the project, Lasker allows,
especialy inlight of the economic down-
turn.

“Certainly thingsaretight in companies
capital budgets and available credit,” he
acknowledges. “But costs are coming
down, too. The capital required to do this
project is decreasing on adaily basis”

Enhanced Oil Resourcesreportedina

At the Milnesand Field in Roo-
sevelt County, N.M., Enhanced
Oil Resources is injecting 500
Mcf/d of CO, purchased lo-
cally through one injection
well in a pilot project designed
to test the reservoir’s respon-
siveness to CO, flooding.
After only five months of CO,
injection, the company says
overall oil production from the
pilot battery of wells has in-
creased by 42 percent with a
corresponding decrease in
water production.
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Nov. 26 news release that it had $9
million on hand, which it said was “ suf-
ficient to complete the planned devel op-
ment program at St. Johns, to continue
with the oil field workover programsand
pilot CO, flood in New Mexico, and to
continue to fund ongoing capital expen-
ditures over the next 12 months.”

The 320-mile pipeline from the St.
Johns Field to Southeast New Mexico
will have the ability to connect to the al-
ready large CO, pipeline infrastructure
in the Permian Basin, and will carry 350
MMcf/d-500 MMcf/d of CO, when com-
pleted, according to Lasker.

“We have seen four major downturns
sincethe St. Johns Field was discovered,”
Eson points out. “We may see a blip in
enhanced oil recovery projects, but CO,
projects are still going. We believe CO,
flooding is the future for increasing Per-
mian Basin production.”

Lasker says the goal is to have the
pipeline completed in 2011. A gas pro-
cessing facility and helium extraction plant
alsowill bebuilt in the St. Johns Field, in
addition to constructing the pipeline.

“We would like to bring in some heavy
hitters for ajoint venture or raise capital
to get the pipeline moving,” he adds.

During the process of obtaining letters
of intent for the third-party gas contracts,

L asker says many companies with aneed
for CO, were interested in discussing
not only purchasing the gas, but aso a
potential ownership stake in the source
field. So Enhanced Oil Resources an-
nounced Jan. 7 that it “has decided to
engage asenior industry investment bank-
ing firm to assist in identifying, inter-
viewing, negotiating with and selecting
potential joint venture partner(s).”

A Green Project

The “green” aspect of Enhanced Oil
Resources’ project is but one additional
benefit, according to Lasker. He saysthe
company could be producing the helium
in the St. Johns Field right now and
venting the CO,. Instead, it plansto build
a pipeline to sequester the CO, and thus
produce more crude oil.

Lasker says there is a tax benefit for
sequestering the carbon dioxide, which
isagreenhouse gas that some claim con-
tributesto global warming. “In the bailout
bill (passed by Congress|ast September),
there was a small add-on that gave EOR
producers a $10 a ton tax credit for the
cost of the CO,,” he says. “That could
add value to our project.”

Lasker also sayshe bdievesthe United
States is moving toward a cap-and-trade
policy, which would limit the amount of

CO, a company could vent, as well as
alow it to buy credits to offset its emis-
sions from companies such as Enhanced
Oil Resourcesthat are sequestering carbon
dioxide.

“For example, let us say your company
hasalimit of 100 tons (of CO, emissions
aday),” Esonillustrates, “but you have a
project that emits 120 tons a day. You
can either cut the project or buy 20 tons
in credits from another company. That is
going onin Europe now. It isan incentive
for sequestering CO,.”

Enhanced Oil Resources has proven
point A of its project with the discovery
of an abundant supply of carbon dioxide
and helium in the St. Johns Field in Ari-
zona. It has letters of intent to purchase
the CO, and a contract for helium. It
also owns oil fields at point B on the
western edge of the Permian Basin, where
thereisno ample supply of CO, and sev-
eral hundred million barrels of enhanced
oil recovery opportunities.

“By capturing just 100 million barrels
of EOR oil of the 2.8 billion barrelsiden-
tified by the DOE,” Lasker says, “our
company has the potential to grow from
a market cap of $100 million to more
than $1 billion.”

It isjust amatter of raising the neces-
sary capita and connecting the dots. (7]



