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NMOCD Order No. R-12629
Section 8, T29N, R11W, NMPM
San Juan County, New Mexico

Duff 105 well

On behalf of Edwin Smith, LLC, this is in response to Synergy Operating's letter
incorrectly dated January 8, 2007, and James Bruce's letter dated February 7, 2007.
Edwin Smith requests a hearing on Synergy's application for extension of time to
complete the above referenced well.

I enclose, for your convenience, a copy of Order No. R-12629 and direct your attention

to page 7, paragraph (5), which provides:

Should the subject well not be drilled and completed within 120 days after
commencement thereof, this order shall be of no effect, and the Unit
comprlsmg the SW/4 of Section 8 created by this Order shall terminate
unless the operator appears before the Division Director and obtains an
extension of time to dril and complete the wells for good cause
demonstrated by satisfactory evidence.

As of this date, 180 days have transpired since Synergy commenced the subject well
when it spudded the well on August 17, 2006 (before obtaining authority to do so and
prior to the Division’s September 12, 20086, entry of Order R-12629). Synergy has not

shown good cause for its failure to complete the well.

Instead, more than two months

after the well should have been completed, Synergy now claims our office has
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"threaten[ed] to sue Enterprise Field Services pipeline company for trespass." This
assertion is untrue, is unsupported by the letter attached to Synergy's request, and is
diametrically opposite to the actual facts which would be presented at a hearing on the
subject.

Since the well had not been completed, and more than a month after Order No. R-
12629 expired by its own terms, on January 25, 2007, Edwin Smith LLC requested the
return of the $103,125.00 it paid to Synergy as its share of estimated well costs (letter
enclosed). Synergy has not responded to that request.

Wherefore, Edwin Smith LLC respectfully requests a hearing on Synergy's application,
that Synergy be held to the requirement of showing good cause for an extension, and
that Edwin Smith LLC be allowed to respond to Synergy's claim that it obstructed
completion of the well.

Sincerely,

SUTIN, THAYER & BROWNE
A Professional Corporation

Neadf S

Derek V. Larson
Albuguerque Office

DVL:pjb

Enclosures: as stated

cc: Scott Hall
James Bruce

963708.doc
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING: '

CASE NO. 13663
ORDER NO. R-12629

APPLICATION OF SYNERGY OPERATING, LLC FOR COMPULSORY
POOLING, SAN JUAN COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This case came on for hearing at 8:15 a.m. on March 30 and June 22, 2006, at
Santa Fe, New Mexico, before Examiner David R. Catanach.

NOW, on . this 12" day of September, 2006, the Division Director, having
considered the testimony, the record and the recommendations of the Examiner,

FINDS THAT:

(1) Due public notice has been given, and the Division has jurisdiction of this
case and its subject matter.

(2) The applicant, Synergy Operating, LLC (“applican-t” or “Synergy”), seeks
an order pooling all uncommitted mineral interests from the surface to the base of the

JFruitland Coal formation underlying the following-described acreage in Section 8§,
Township 29 North, Range 11 West, NMPM, San Juan County, New Mexico, in the

following manner:

the W/2 to form a standard 320-acre gas spacing and
proration unit for all formations and/or pools spaced on 320
acres within this vertical extent, which presently include
the Basin-Fruitland Coal Gas Pool; and

the SW/4 to form a standard 160-acre spacing and proration

unit for all formations and/or pools spaced on 160 acres
within this vertical extent. '
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(3) The above-described spacing and proration units (the “Units”) are to be
dedicated to the applicant’s proposed Duff 29-11-8 Well No. 105 (API No. 30-045-
33427) to be drilled at a standard gas well location 1885 feet from the South line and
1085 feet from the West line (Unit L) of Section 8.

(4) Jemry Walmsley, Trustee of the June H. Walmsley Trust (“Mr.
Walmsley”), Joseph C. Robbins (“Mr. Robbins”), Ed Smith and Ed Smith, LLC (“Mr.
Smith”), all interest owners within the SW/4 of Section 8, appeared at the hearing in
opposition to the application. :

(5) © By Order No. R-12376, as amended, the Oil Conservation Division
(“Division”) and the Oil Conservation Commission (“Commission”), upon the
application of Synergy, pooled all uncommiited mineral interests from the surface to the
base of the Fruitland Coal formation underlying the W/2 of Section 8, Township 29
North, Range 11 West, NMPM. This unit was to be dedicated to Synergy’s proposed
Duff 29-11-8 Well No. 104 (API No. 30-045-33350) which was to be drilled at a
standard gas well location 955 feet from the North line and 885 feet from the West line
(Unit D) of Section 8.

(6) Synergy presented testimony fo the effect that it has drilled and completed
its Duff 29-11-8 Well No. 104 in compliance with the provisions set forth in Order No.
R-12376, as amended. Synergy further testified that the well is not yet producing.

(7) The proposed Duff 29-11-8 Well No. 105 is to be drilled and completed as
an infill well within the Basin-Fruitland Coal Gas Pool. Secondary targets include the
Fruitland sand interval, which is currently spaced on 160 acres.

(8) Synergy presented evidence that demonstrafés that:

(a) the NE/4 of Section 8 is a Federal Lease owned by
Burlington. Resources Oil & Gas Company
(“Burlington™). Burlington has executed a Joint
Operating  Agreement (“JOA”) with Synergy
covering the W/2 of Section 8, and has participated
in the drilling of the Duff 29-11-8 Well No. 104.
As of the hearing date, Burlington has not signed an
Authority for Expenditure (“AFE”) for the drilling
of the Duff 29-11-8 Well No. 105; however, by
virtue of Burlington having executed a JOA, its
interest m the W/2 of Section &, and in the proposed
Duff 29-11-8 Well No. 105 are effectively
committed, and the force-pooling of Burlington’s
interest 1S not necessary;

(b)  the SW/4 of Section 8 is a fee lease that was
initially owned as follows:

21
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(d)

(e)

()

Heirs of Julia H. Keller

Annemarie Keller 6.25%

Margaret K. Dunn 6.25%

Heirs of May H. Kouns
- Charla Varner 3.125%

Robert E. Kouns 3.125%

Kimberly Brautigam 3.125%

Jodie Yates 3.125%

Heirs of Jenny H. Hill / 7 '
“June Walmsley 12.5% voh

Heirs of Margaret H. Jones

David F. Jones 12.5%
Joseph C. Robbins 3.125%
Edwin & Emest Smith 46.875%

Synergy owns a 25% working interest within the

SW/4 of Section 8 that it obtained from the Heirs of

Julia H. Keller, and the Heirs of May H. Kouns.
Synergy also owns an additional 3.125% of the
working interest in the SW/4 of Section § by virtue
of its obtaining a farmout agreement from Mr..
Robbins;

Mr. Walmsley executed Synergy’s JOA covering
the W/2 of Section 8 effective March 1, 2005;

- Synergy has recently acquired some, but not all, of

the interest owned by the Heirs of Margaret H.
Jones..  Synergy has been unable to reach a
voluntary agreement with Leola Kellogg, an Heir of
Margaret H. Jones; and : '

As of the date of the hearing, Synergy contends that
the interest ownership within the W/2 of Section 8
is as follows:

Burlington 50%
Edwin Smith, LLC  23.4375%
Walmsley Trust 6.25%

Leola Kellogg T18125%

1!
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Synergy 19.53125%

(9)  In the immediate case, Synergy only seeks to pool the interest of Leola
Kellogg and Edwin Smith, LLC.

(10)  Mr. Walmsley, as trustee, contends that he owns the interest within the
SW/4 of Section 8 that previously belonged to the Heirs of Julia H. Keller, the Heirs of
May H. Kouns and the Heirs of Margaret H. Jones. This position is based upon its
assertion that this interest was held in “joint tenancy”, and that upon the death of Julia H.
Keller, May H. Kouns and Margaret H. Jones, this interest became the property of Mr.
Walmsley; :

(11)  Mr. Walmsley has initiated quiet title litigation proceedings in the 1"
Judicial District Court in San Juan County, New Mexico to determine the rightful
ownership of the interest within the SW/4 of Section 8 that previously belonged to the
Heirs of Julia H. Keller, the Heirs of May H. Kouns and the Heirs of Margaret H. Jones.

(12)  Accordingly, Mr. Walmsley requests that any order issued in this case
require Synergy to place the production proceeds from the Duff 29-11-8 Well No. 105
attributable to the disputed interest in suspense until such time as the ownership issue 1s
resolved in District Court.

(13)  Mr. Robbins entered into a farmout agreement with, Synergy on or about
June 6, 2005 for the development of the W/2 of Section 8. It is now Mr. Robbins’
position that at the time this agreement was negotiated, Synergy misrepresented to him
that it owned an interest in the W/2 of Section 8, when in fact this interest ownership was,
and remains, in dispute. Accordingly, Mr. Robbins presented, as evidence in this case, a
“Notice of Rescission of Farmout Agreement”, which instrument, he contends, rescinds
the farmout agreement between himself and Synergy.

(14) Synergy contends that the farmout agreement it executed with Mr.
Robbins is a bilateral agreement that cannot be rescinded without the consent of both
parties. Further, Synergy stated that the Division does not have the authority to rule on
contract matters.

(15)  Mr. Smith’s position is that Synergy owns no interest in the W/2 of
Section 8 and therefore does not have the right to drill the Duff 29-11-8 Well No. 105.

(16)  Mr. Smith currently operates the Claude Smith Well No. 1 (API No. 30-
045-08442) located 790 feet from the South and West lines (Unit M) of Section &,
Township 29 North, Range 11 West, NMPM. This well 13 currently completed in and
producing from the Fulcher Kutz-Pictured Clifts Gas Pool.

(17) At the hearing, Mr. Smith pr'esented, as evidence, an application to
recomplete the Claude Smith Well No. 1 in the Basin-Fruitland Coal Gas Pool, and to
downhole commingle the Pictured Cliffs and Fruitland Coal intervals in the well.

17
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(18)  Mr. Smith contends that by recompleting the Claude Smith Well No. 1 in
the Basin-Fruitland Coal Gas Pool, it would not be necessary to drill the proposed Duff
29-11-8 Well No. 105. This would result in considerable savings to the interest owners
within the W/2 of Section 8. :

(19)  After review of the evidence presented by all parties in this case, the
Division finds that:

(a) the Division has no jurisdiction to determine title to
any interest in real property;

(b) the W/2 of Section 8 has previously been pooled for
the development of the Basin-Fruitland Coal Gas
Pool by Order No. R-12376, as amended. In that
order, Synergy was authorized to develop the Basin-
Fruitland Coal Gas Pool by drilling the initial well
on the unit, the Duff 29-11-8 Well No. 104, and was
named operator of the unit;

() the farmout agreement between Synergy and Mr.
Robbins is a contractual agreement. The Division
does not have the jurisdiction to rule on contractual
matters, and Mr. Robbins presented no legally
admissible evidence to show that this agreement has
been rescinded;

(d) by virtue of the interest that it obtained from Mr.
Robbins, Synergy owns at least a 3.125% working
interest within the SW/4 of Section 8, therefore,
‘Synergy has. the right to drill the proposed Duff 29-
11-8 Well No. 105; :

(e) the proposal by Mr. Smith to recomplete the Claude .
Smith Well No. 1 to the Basin-Fruitland Coal Gas
Pool should not be considered in this case because:
i) the W/2 of Section 8 is an existing spacing and
proration unit in the Basin-Fruitland Coal Gas Pool
that is currently operated by Synergy pursuant to a
compulsory pooling order; 11) Synergy, as operator
ot the W/2 of Section 8, opposes the proposal set
forth by Mr. Smith; 111) due to the nature of Mr.
Smith’s proposal, it appears that Mr. Smith’s
application would require a hearing before the
Division; iv) Mr. Smith’s proposal, at the very
least, would require the consent of all the interest
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owners within the W/2 of Section 8; and v) Mr.
Smith’s proposal 1s beyond the scope of the matters
to be considered in this case;

() the proposal by Mr. Walmsley to require Synergy to
place the production proceeds from the Duff 29-11-
8 Well No. 105 attributable to the disputed interest
in suspense until such time as the issue is resolved
in District Court should not be approved because: 1)
Synergy is investing considerable money up-front to
drill the Duff 29-11-8 Well No. 105; i) approval of
this proposal would preclude Synergy from
recovering, through production, its drilling costs for
an unknown and possibly lengthy period of time;
and iii) if it is ultimately determined that Synergy
does not own the disputed interest, all drilling costs
and production proceeds can be balanced among the
parties at that time based upon the interest
ownership.

(20)  Approval of Synergy’s application is in the best interest of conservation
and protection of correlative rights.

(21)  Two or more separately’ owned tracts are embraced within the Units,
and/or there are royalty interests and/or undivided interests in oil and gas minerals in one
or more tracts included in the Units that are separately owned. "

(22)  Applicant is an owner of an oil and gas working interest within the Units.
Applicant has the right to drill and proposes to drill its Duff 29-11-8 Well No. 105 at a
standard gas well location within the SW/4 of Section 8 to test the Basin-Fruitland Coal
Gas Pool.

(23)  There are interest owners in the proposed Units that have not agreed to
pool their interests.

(24)  To avoid the drilling of unnecessary wells, protect correlative rights,
prevent waste and afford to the owner of each interest in the Units the opportunity to
recover or receive without unnecessary expense its just and fair share of hydrocarbons,
this application should be approved by pooling all uncommitted interests, whatever they
may be, in the oil and gas within the Units. '

(25)  The applicant should be designated the operator of the subject well and ot
the Units.

(26)  Any pooled working interest owner who does not pay its share of

estimated well costs should have withheld from production its share -of reasonable well

13
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costs plus an additional 200% thereof as a reasonable charge for the risk involved in
drilling the well.

(27) Reasonable charges for supervision (combined fixed rates) should be fixed
at $5,000.00 per month while drilling and $500.00 per month while producing, provided
that these rates should be adjusted annually pursuant to Section 111.1.A.3. of the COPAS
form titled “Accounting Procedure-Joint Operations.”

- ITIS THEREFORE ORDERED-THAT:

(D Pursuant to the application of Synergy Operating, LLC, all uncommutted
mineral interests from the surface to the base of the Fruitland Coal formation underlying
the following-described acreage in Section 8, Township 29 North, Range 11 West,
NMPM, San Juan County, New Mexico, are hereby pooled in the following manner:

the W/2 to form a standard 320-acre gas spacing and
proration unit for all formations and/or pools spaced on 320
acres within this vertical extent, which presently include
the Basin-Fruitland Coal Gas Pool; and

the SW/4 to form a standard 160-acre spacing and proration
unit for all formations and/or pools spaced on 160 acres
within this vertical extent.

(2)  The above-described spacing and proration Units shall be dedicated to the
applicant’s Duff 29-11-8 Well No. 105 (API No. 30-045-33427) to be drilled at a
standard gas well location 1885 feet from the South line and 1085 feet from the West line
(Unit L) of Section 8.

N E)) The operator of the Units shall ¢ ence drilling the proposed well on or
before December 15, 2006, and shall thereafter continue Hrilimg the well with .due
diligence to test the Fruitland Coal formation.

(4) In the event the operator does not commence drilling the proposed well on
or before December 15, 2006, this order, which effectively authorizes subsequent
operations within an existing 320-acre gas spacing and proration unit comprising the W/2
of Section 8 in the Basin-Fruitland Coal Gas Pool, shall be of no effect, unless the
operator obtains a time extension from the Division Director for good cause.

(5) Should the subject well not be drilled and completed within 120 days after
commengement thereof, this order shall be of no effect, and the Unit comprising the
SmmlwhiSOrder shall terminate unless the operator appears
betore the Division Director and obtains an extension of time to drill and complete the
wells for good cause demonstrated by satisfactory evidence.

11
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(6) Upon final plugging and abandonment of the Duff 29-11-8 Wells No. 104
and 105, the pooled Units created by this Order shall terminate, unless this order has been
amended to authorize further operations.

(7N Synergy Operating, LLC is hereby designated the operator of the subject
well and of the Units.

(8) After pooling, uncommitted working interest owners- are referred to as
pooled working interest owners. (“Pooled working interest owners” are owners of
working interests in the Units, including unleased mineral interests, who are not parties to
an operating agreement governing the Units.) After the effective date of this order, the
operator shall furnish the Division and each known pooled working interest owner in the
Units an itemized schedule of estimated costs of dnlling, completing and equipping the
subject wells ("well costs").

) Within 30 days from the date the schedule of estimated well costs is
furnished, any pooled working interest owner shall have the right to pay its share of
estimated well costs to the operator in lieu of paying its share of reasonable well costs out
of production as hereinafter provided, and any such owner who pays its share of
estimated well costs as provided above shall remain liable for operating costs but shall
not be liable for risk charges. Pooled working interest owners who elect not to pay their
share of estimated well costs as provided in this paragraph shall thereafter be referred to
as "non-consenting working interest owners."

(10)  The operator shall furnish the Division and each known pooled working
interest owner (including non-consenting working interest owners) an itemized schedule
of actual well costs within 90 days following completion of the proposed well. If no
objection to the actual well costs is received by the Division, and the Division has not
objected within 45 days following receipt of the schedule, the actual well costs shall be
deemed to be the reasonable well costs. If there is an objection to actual well costs within
the 45-day period, the Division will determine reasonable well costs after public notice
and hearing.

(11)y  Within 60 days following determination of reasonable well costs, any
pooled working interest owner who has paid its share of estimated costs in advance as
provided above shall pay to the operator its share of the amount that reasonable well costs
exceed estimated well costs and shall receive from the operator the amount, if any, that
the estimated well costs it has paid exceed its share of reasonable well costs.

(12) The operator is hereby authorized to withhold the following costs and
charges from production:

(a) the proportionate share of reasonable well costs
attributable to each non-consenting working interest
owner; and
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(b) as a charge for the risk involved in drlling the well,
200% of the above costs.

(13) The operator shall distribute the costs and charges withheld from
production, proportionately, to the parties who advanced the well costs.

(14) Reasonable charges for supervision {combined fixed rates) are hereby
fixed at $5,000.00 per month while drilling and $500.00 per month while producing,
provided that these rates shall be adjusted annually pursuant to Section I1I.1.A.3. of the
COPAS form titled “Accounting Procedure-Joint Operations.”  The operator is
authorized to withhold from production the proportionate share of both the supervision
charges and the actual expenditures required for operating the well, not in excess of what
are reasonable, attributable to pooled working interest owners.

(15) Except as provided in Ordering Paragraphs (12) and (14) above, all
proceeds from production from the well that are not disbursed for any reason shall be
placed in escrow in San Juan County, New Mexico, to be paid to the true owner thereof
upon demand and proof of ownership. The operator shall notify the Division of the name
and address of the escrow agent within 30 days from the date of first deposit with the
escrow agent. g

(16)  Any unleased mineral interest shall be considered a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty interest for the purpose of allocating costs
and charges under this order. Any well costs or charges that are to be paid out of
production shall be withheld only from the working interests’ share of production, and no
costs or charges shall be withheld from production attributable to royalty interests.

(17) = Should all the parties to this compulsory pooling order reach voluntary
agreement subsequent to entry of this order, this order shall thereafter be of no further
effect. '

(18)  The operator of the well and Units shall notify the Division in writing of
the subsequent voluntary agreement of all parties subject to the forced pooling provisions
of this order. ‘ '

(19)  Jurisdiction of this case is retained for the entry of such further orders as
the Division may deem necessary.
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

s e o
< -
- S

T

> - MARK E. FESMIRE, PE
Director
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VIA Facsimile and U.S. Mail

- Synergy Operating, LLC
. Clo Kyle Finch, Esq.
Finch & Olson, PA
305 N. Behrend
Farmington, NM 87499

" NMOCD Order No. R-12629
Section 8, T29N, R11W, NMPM
San Juan County, New Mexico / Duff 105
and Duff 104 '

Dear Mr. Heggarty:

Pursuant to the New Mexico Oil Conservation Division Order No. R-12629 Edwin Smith LLC
tendered $103,125.00 to Synergy as its share of estimated well costs for the Duff 29-11-8 Well
No. 105. This payment was tendered under protest to protect Edwin Smith LLC from any risk

- charges and is subject to the outcome of the pending action to quiet title filed by the Walmsley
Trust and Edwin Smith LLC. Order No. R-12629 provides at paragraph (5) on page 7:

Should the subject well not be drilled and completed within 120 days after
commencement thereof, this order shall be of no effect, and the Unit comprising
the SW/4 of Section 8 created by this Order shall terminate unless the operator
appears before the Division Director and obtains an extension of time to drill and
complete the wells for good cause demonstrated by satisfactory evidence.

The enclosed Form C-103 reflects that Synergy commenced the subject well when it spudded
the well on August 17, 2006 (before obtaining authority to do so and prior to the Division’s
September 12, 2006, entry of Order R-12629). Thus, using reasonable diligence, Synergy was
required to complete the well no later than December 15, 2006. Our review of the OCD filings
and actual inspection of the well site confirms that Synergy has failed to complete the subject
- well. Therefore, Order R-12629 is, by its own terms, of no effect and void. Further, we
understand that no other interest owners—not even parties to the Joint Operating Agreement—



o

SUTIN THAYER ‘»"&OWNE |

A PROFESSIONAL CORPORATION
LAWYERS

January 25, 2007
Page 2

have been fequired to contribute any bf the estimated well drilling costs. Wherefore, Edwin
Smith LLC hereby makes demand for the return its $103,125.00, plus interest.

We also note that Synergy’s permit to drill, number 18605 (Form C-101, encloéed) expired on |

. November 27, 2006. Thus, Synergy does not hold a valid permit authonzmg it to perform any

work on this well.

Finally, Edwin Smith has not received a production Statement or royalty check from Synergy for

~ the Duff 104 well since September 9, 2006. As you know through your attendance at

the January 11, 2007 hearing, the Quiet Title Judge ordered production proceeds to be
suspended only from that date forward. Therefore, the payments on production for
September — December 2006 should have been made. A copy of the Division Order
Edwin Smith LLC provided in September 2006 is enclosed. Please advise if Synergy
requires additional information or if there is some other reason why these past
production payments have not been made, otherwise Edwin Smith LLC hereby makes
demand for these past due payments plus interest, as required by Section 70-10-4 NMSA 1978.

Very truly yours,

SUTIN, THAYER & BROWNE
A Professional Corporation

By (’%

Derek V. Larson
Albuquerque Office

cc. Jim Bruce, Esq.
Elizabeth Losee, Esq.
Charlie Perrin _
David Catanach, Esq.
Scott Hall, Esq.

DVL:ho -

Enclosures
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Pheome (505) 393-6161 Fuc(505) 393-0730 ° Energy, Minerals and Natural R_es gurces »
District I . . o s WELL API NUMBER
1301 W, Grand Avn., Acesia, 1 85210 Oil Conservation Division 20.045.93477
 Phane(505) 748-1283 Fax(305) 748-9720 1220 S. St Francis Dr.
District T : .
1000 Rio Brums Rd., Azec, NM 87410 Santa Fe, NM 87505 3. Indicate Type of Lease
© Phoney505)334-6178 Fuc(505) 334-6170 P
Distric I¥ ,
1220 S. St Frenris Dr., Serta Fe, NM 87505 6. Siste 01 & l'ns Lease No.
Phime {S05) 476-3470 Fuxc(505) 476-3462
SUNDRY NOTICES AND REPORTS ON WELLS 7. Lease Nane or Unit Agreement Nome
(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO DUFF 29118
A DIFFRENT RESERVIOR. USE "APPLICATION FOR PERMIT* (FORM C-101) FOR SUCH
PROPOSALS.) _ 8. Well Houzber
1. Type of Well (3 | 105
2. Neme of Opetar . 9. OGRID Number
: SYNERGY OPERATING L1C ° 163458
3. Address of Opertnr 10. Pool neme ar Wildrat
5101 COLLEGE BLVD .. SUITE 5[]55 FARMINGTON , NM 87402
4. Well Location . :
UnitLeter L : 1885  fetfromthe S Tine end 1085 foet froen the w Tine
Section 8 Tovmship BN " Bmer 11W NMPM San Jusn Couty .
B 11. Elevation (Show whether DR, KB, BT, GR,m:) ,
g R L 5695 GR
Pl or Below-grade Tank Applicetin | _or Closure l— _
Pit Type i Depth to Groundveter Distimce framm nesrest fuch vwater well Distance from neerest surfare witer
Pit Liver Thidewss: mil Below-Onde Tenk: Volene o bbls; Canstruction Material
12. Check Appropriate Box ta Indicate Mature of Natice, Report or Other Data
NOTICE OF INTENTION TO:- SUBSEQUENT REPORT OF:
PERFORM REMEDIAL WORK {~ PLUG AND ABANDON{ | REMEDIAL WORK [~ ALTERCASING .
TEMPORARILY ABANDON | CHANGEOFPLANS { | COMMENCE DRILLINGOPNS. [ PLUGAND ABANDOH .
PULLORALTERCASING |~ MULTIPLECOMPL { | CASING/CEMENT JOB r
Other: ) Other: Drilling/Cement xR

13. Describe proposed ar cazpletsd opendtians. (Cleqly stae all peitinet details, end give pertinent dates, inclnding estimated dste of stating ety proposed
wuk.) SEE RULE 1103. Far Muhiple Conpletions: Atach wellbare dng'lm of moposed canpletion ar recapletion.

Spud well, drill 12-1/4" 10 210, run 8-5/8" 244 surface casing to 206", cement w/ 150-sxs Type ¥ cmt, circulated 11-Bbls (52-sx5)
" to surface. WOC [8/1772006 Spudded well.

Casing and Cenadd Progrum

Fuid Hole €sg  Weight Est Dpth - 1" Pres Pres Open
Date String  pooe Size size  ibm 298 qoc get S53Cks Yield Cass 0 yold Drop Hole
08/1B/08 Surf - FreshWater  12.25 6825 24 155 0 208 150 1221 TypeV 50 ©

Theeby centify that the irfurmation above is trae nd corrplete to t}\zrlgzn of ray knowledgr md belief. Ifinther cetify thet oy pit ar below-grade tank has
beenAwill be constructed or closed wcranling to RMOCD guidelines | ,» gmendpammit i+ or o (gtached) vhemative 0CD-gproved pln

SIGNATURE  Electronically Signed TITLE Opemtions Manager DATE 8!22_)‘2066
_ Type or print name Glen Papp E-mail address gpspp@synergyoperting com Telephone No. 505-325-5449
Fex Sitmbe Use Only:

APPROVED BY:  Charlie Perrin _TITLE District Supervisor DATE 82912006 1.00:58 PM




Diomiq 11

State of New Mexico

. Foua €-101
1000 Rio Brazos R4, Azter, HM $7410 ' ‘ Penmi 18603
* Phanex(505) 334-6178 Fax(505) 334-6170 eﬁ'gy, Minerals and Natnral Resour
‘ Qil Conservation Division
1220 S. St Frandis Dr.
Santa Fe, NM 87505
APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEFPEN, PLUGBACK, OR ADD A ZONE
o 1. Operator Heme wd Address 2. OGRID Number
SYNERGY OPERATING LLC 163458
PO Rox 5513 ,
Fexminton, NM 87499 3. AP1 Faxber
. 30-045-33427
4. Propuaty Code 5. Propety Nume 6. Well No.
DUFF 29-11.8 105
7. Surface Location
UL-Lot | Section | Township Rmge Ltlin | Feet From WS Line Feat Fromm E/W Line Cowty
L 8 PN nw L 1885 S 1085 . W SAN JUAN
- : 8. Pool Information '
[BASIN FRUITLAND COAL (GAS) - 71629
' ‘ Additional Well Information '
9. Work Type 10. Well Type 11. Cable/Rotay 12, Lewse Type 13. Ground Level Elevation
. New Well GAS - Prvate 5695
14, Mukiple 15. Proposed Depth 16. Forndtion 17. Contractor 18. Spud Date
N 1975 Fruithand Coal
Depth 1o Cromma vriter Distance froan nearest fresh ywiter well Distance 10 neerest suifuce water
133 > 1000 _ > 1000
Pit: Liner: Synthetic X 12 mils thick Clg] Pt Volome: 3000 bk Drilling Mdhod: -
__Closed Loop System Fresh Water | Brine | DissetiOivased [ Gusax ™

: 19. Proposed Casing and Cement Program
Type | HoleSize | Casing Type Cesing Weightt | Setting Depth Secks of Cement Fstimated TOC
Suf 1223 8625 24 220 150 0
Prod 1875 335 155 1975 280 0
Casing/Cement Program: Additional Comments
- Proposed Blowout Prevention Program
Type Working Pressure Test Pressure Manufscturey
DoubleRam 3000 3000 Shaffer
1 harebyy centify that the Efonmation given sbove is trae snd caplete 1o the best)

[of rry knowrledge ond belif, I further verlify that the dilfing pit will be
(enstracted acterding t6 NMOCD piddine X agomlpmdr,n

OIL CONSERVATION DIVISiON

an {adtached) sltanafive ocnmmr.

Approved By: Cherlie Perrin

Printed Name: Electronically filed by Glen Papp

Title: District Supervisor

—

Title: Operations Manager

Email Address: gpappf@sypergyoperating com

Approved Date: 11272005 (| Expization Date: 1112712006 )
N~—

Date: 111502005 | Phone: 505-325-5449




~ — @) ovision oRoERITRANSTER ORDER @

TJo: Synergy Operating, LLC Date: 9/12/2006
P.0. Box 5513
Farmington, New Mexico 87499
Lease Number(s): NMNM-116513 : Eflective Date: First Date of Production
Well Name: Duff 28-11-8 # 104 ' :
Operator: Synergy Operating, LLC
Property Description: W12 of Section 8, Township 29 North, Range 11 West
County and State: San Juan County, New M€XlC0

Production: Gas

The undersigned certifies the ownership of their decimal interest in production or proceeds as described below
payable by Synergy Operating, LLC (Payor).

Payor shall be notified, in writing, of any change in ownership, decimal inferest, or payment address. Ali such
changes shall be effective the first day of the month following receipt of such notice.

Payor is authorized 1o withhold payment pending resolution of a title dispute of adverse claim asserted
regarding the interest production claimed herein by the undersigned. The undersigned agrees to indemnify
and reimburse Payor any amount attribtable to an Interest to which the undersigried is not entitled.

Payor may accrue proceeds uniil the total amount equals' $ 100.00, or pay annually, whichever occurs first,
of a$ required by applicable state statue. :

This Division Order does not amend any lease or operating agreement between the undersigned and the
lessee or operator or any other conlracts for the purchase of oil or gas.

in addition to the terms and conditions of this Division Order, the undersigned and Payor may have certain
statutory rights under the fews of the state in which the property Is located.

OWNER # CREDIT 10 ‘T DECIMAL
EDWINSMITH LLC Wl 6234375066~ . :25
40758 JASPER DRIVE - v NRI 0.237375000
KINGSBURY, CA 93631-1316 0934375
TAX ID:

EARNEST AND EDWIN SMITH

Owner(s) Signature(s): By: ol i Q,u MPM w& A LLC

Owner(s) Tax 1.D. SS#

Cwner Daytime Phone # S P92 AL D
Owner FAX Phone # 5859 897 4503

*Types of Interest: RlzRoyalty, ORRI=Overmriding Royalty interest, WI=Working Interest

Federal Law requires you lo furnish your social security or Taxpayer Identification Number, Faature 1o ccmply
wnil resutt in 31% tax withholding and will not be refundable by Payor. .

PHONE: 506-325-5449 FAX: 505-566-3750 EMALL: jihomason@synergyoperating.com





