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Case No. 13,663 - Synergy Operating
SW/4 Section 8-29N-11W

| enclose:herein a courtesy copy of the Pre-Hearing Statement we originally filed
on March 8, 2007 We will rely on this same Statement for the re-scheduled hearing
now to be held on April 12, 2007.
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cc:  Leola Kellogg
' Ed Smith-
-James Bruce

976823

ScottHall. - - .~

Very truly yours,

SUTIN, THAYER & BROWNE .
A Professional Corporation

By Mk}%
Derek V. Larson
Albuquerque Office
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINER NATURAL RESOURCES
OIL CONSERVATION sion 12 10

IN THE MATTER OF THE APPLICATION
SYNERGY OPERATING, LLC FOR
COMPULSORY POOLING,
SAN JUAN COUNTY, NEW MEXICO
CASE NO. 13663

PRE-HEARING STATEMENT

This Pre-Hearing Statement is submitted by Sutin, Thayer & Browne P.A. (Derek V.

Larson) on behalf of Edwin Smith LLC, (“Edwin Smith™), as required by the Oil Conservation

Commission.
APPEARANCES
ATTORNEYS : APPLICANT
James Bruce, Esq. Synergy Operating, LLC
Post Office Box 1056
Santa Fe, New Mexico 87504
OPPONENT’S ATTORNEY OPPONENT
J. Scott Hall, Esq. Jerry Walmsley, Trustee
Miller Stratvert P.A.
Post Office Box 1986
Santa Fe, New Mexico 87504-1986
Derek V. Larson, Esq. Edwin Smith, LLC

Sutin, Thayer & Browne
Post Office Box 1945
Albuquerque, New Mexico 87103



STATEMENT OF THE CASE

Edwin Smith, LLC
Synergy Operating, LLC is required to explain to the Division why the Duff No. 105

Fruitland Coal infill well was not drilled and completed within the deadlines set forth in Order
No. R-12629. The burden will be on Synergy. to prove that good grounds exist for the
reinstatement of Order No. R-12629.

The mineral lahds underlying the W/2 of Section 8 T28NR11W were previously force;
pooled under Order No. R-12376 pursuant to an application filed on behalf of Synergy. Because

of changes in record title interests since the issuance of Order No. R-12376, and in

establish a 320 and a 160-acre unit Synefgy did not invoke the provisions\of Rule 36 for the
drilling of the Duff No. 105 infill well, choosing instead to file a new application for compulsory
pooling. Correspondingly, the Division issued Order No. R-12629 with new terms, including the
requirement that the subject well be drilled “and completed” within 120 days after

commencement.

h/igﬂg@puted that Synergy Operating, LLC did not complete the Duff Well No. 105

within the 120-day timeframe for doing so set forth in Order No. R-12629. Therefore, on the

121 day, by.its.own terms, Order No. R-12629 was no longer effective.

It is also undisputed that Synergy did not seek an extension of time from the Division’s

Director before Order No. R-12629 automaticgl}ﬂg@@ggﬁgzh‘gg@gqu% the opportunity to

e

s.eelg__gl_]‘admini_st_'r_gt_iiyg,extgggionw@s lost. The provisions of NMSA 1978 §70-2-23 would thus

[ IR

apply.
It 1s further undisputed that the Permit to Drill (Form C-101) expired on November 27,

2006, prior to completion of the well.



With the termination of Order No. R-12629, Synergy has lost the ability to invoke the

cost-recovery provisions of the order. Consequently, Synergy is without any authority to recover ?&
W Y,

well costs, a risk penalty, or supervision charges.---It—-‘wouléi also follow_that Synergy’s_authority
’__N_/_M——A,__———**"‘"‘N L e e 5

to retain MS-fO@ated drilling costs tendered by Ed Smith LLC has also terminated.
f-/ e e e e
As a further consequence of having allowed Order No. R-12629 to expire, Synergy has
T T e s
assumed ’tllg_rjgk for drilling and completing the well. Thus, once it places the well on

i e

production, Synergy would be obliged to allocate production to all the respective tracts in the

unit, and to account to the owners of those tracts, without deduction of costs, in accordance with

A\

NMSA 1978 §70-2-17 C. This result is consistent with the February 5, 2007, Order of the San
—— e

Juan County District Court in the related quiet title proceeding1 directing Synergy to suspend all

proceeds attributable to the disputed interests in the Duff 104 and Duff 105 wells. Thgl)iVision ?

should not accord relief that would be inconsistent with the rulings of the San Juan County

District Court. -
strict Lourt.
PROPOSED EVIDENCE
ED SMITH LLC
WITNESSES . EXHIBITS

Tom Smith may testify regarding his on-sight observations of Synergy’s activities.

PROCEDURAL MATTERS

~ None.

! Edwin Smith, LLC et al. v. Synergyv()perating, LLC, et al.; 11" Judicial District Cause No. D-1116 CV 06-59-6
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