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:

APPLICATION OF SYNERGY OPERATING,

LLC FOR COMPULSORY POOLING, SAN
JUAN COUNTY, NEW MEXICO. Case No. 14,174

VERIFIED STATEMENT OF PATRICK HEGARTY

Patrick Hegarty, being duly sworn upon his oath, deposes and states:

1. I'am a principal in and landman for Synergy Operating, LLC and have personal
knowledge of the matters stated herein.

2 Pursuant to Division Rule 1210.A(1)(b), the following information is submitted in
support of the application:

(@)  No opposition to this application is expected because the mineral interest owners
being pooled are either unlocatable or have simply not responded to well or lease
proposals.

(b) A plat outlining the spacing unit being pooled, and marking the location of the
proposed well, is attached hereto as Exhibit A. Applicant seeks an order pooling all
mineral interests from the surface to the base of the Fruitland Coal formation underlying
the E% of Section 7, Township 29 North, Range 13 West, NMPM, to form a standard
320-acre gas spacing and proration unit for all pools or formations developed on 320 acre
spacing within that vertical extent, including the Basin-Fruitland Coal Gas Pool.

The unit is to be dedicated to the Powers 29-13-7 Well No. 110, to be drilled from
a surface location 1953 feet from the north line and 752 feet from the west line of Section
7, to an orthodox bottomhole location in the SWY4NEV: of Section 7.

(c) The parties being pooled, their interests in the well unit, and their last known
addresses, are listed on Exhibit B.

(d) Copies of the proposal letters sent to the uncomm1tted mineral interest owners are
attached hereto as Exhibit C.

Oil Conservation Division
Case No. i
Exhibit No. /




(e) Interest owners who are not locatable are highlighted in yellow on Exhibit B. To
try to locate these interest owners, Synergy Operating, LLC examined the San Juan
County records, telephone directories and records in the counties of the last known
residences of the out-of-state owners, and internet directories. Correspondence to the last
known addresses of these interest owners was returned to sender. '

() One notice letter, to Mary Ann Parker, has not been picked up at the post office.
Synergy Operating, LLC has been speaking with Ms. Parker’s brother, John Pruitt, on a
bi-weekly basis for almost a year. The minerals were tied up in a trust that
recently conveyed its mineral interest to John Pruitt, Mary Ann Parker and Aubrey M
Pruitt. After we obtained a copy of the conveyance we sent Mary Ann Parker a proposal
letter to the address in the conveyance. John Pruitt informed the undersigned that he has.
been in contact with his sister about the drilling of the proposed well.

() Synergy Operating, LLC has made a good faith effort to obtain the voluntary
joinder of interest owners in the well.

(h)  Pursuant to Division rules, applicant requests that a 200% risk charge be assessed
against non-consenting interest owners. _

() A copy of the Authority for Expenditure for the proposed well is attached hereto
as Exhibit D. The drilling and completion costs set forth therein are fair and reasonable,
and are comparable to those of other wells of this depth drilled in this area of San Juan
County. ' '

) Overhead charges of $5,000/month for a drilling well, and $500/month for a
producing well, are requested. These rates are fair and reasonable, and are in line with
rates charged by other operators in this area for wells of this depth. Synergy Operating,

~ LLC requests that the rates be adjusted under the COPAS accounting procedure.

(k) Applicant requests that it be designated operator of the well.



VERIFICATION

STATE OF NEW MEXICO )
) ss.
COUNTY OF SAN JUAN )

Patrick Hegarty, being duly sworn upon his oath, deposes and states that: He is a
landman for Synergy Operating, LL.C; he is authorized to make this verification on its behalf; he
has read the foregoing statement, and knows the contents thereof, and the same is true and
correct to the best of his knowledge, information, and belief.

Patrick Hegarty

SUBSCRIBED AND SWORN TO before me thls 177 9t}1 day of August, 2008 by
Patrick Hegarty.

My Commission Expires: ;S’!]%f A5 2011

Notary Pubiic
B State of New Mexico f
My Commtssxon Expires L25 -/l B




DISTRICT ) State of New Mexico Form C-102
1625 N. French Dr. Hobbs, NM. 86240 Energy, Minerals & Natursl Resources Department Revised October 12, 2005
I ana Avenme, Arteaia, N, 88210 Submit to Appropriate District Office

OIL CONSERVATION DIVISION e Lonse & Goblos
1220 South St. Francis Dr.

" DITRICT 1N
1000 Rlo Bresos R4, Astec, NM. 87410
b ' Santa Fe, NM 87506

fgom&lgm Pr., Santa ¥e, NM 67506 ] AMENDED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
' AP1 Number "Pool Codo ?Pgol Name
71829 BASIN FRUITLAND COAL
*Property Cods *Property Name " Well Number
POWERS 29-13-7 110
VOGRID No. "0perator Nama V Eovation
163458 SYNERGY OPERATING, L.L.C. 5268’

, ¥ Surface Location
UL or lot no. Sectlon | Township Range ot Idn Teet from the North/South Boe | Weot from the East/West line County
F 7 20N 13W 1953 NORTH | 752' WEST SAN JUAN

i Bottom Hole Location If Different From Surface

Ul or 1ot 5. | Gection | Townsidp | Renge Tot T | Fool Brom the | Norlh/Gouth liis | Feet From the | Bast/West Hae County
¢ | 7 29N 13W | 1920° - NORTH 1980° EAST SAN JUAN
' Aot or oAl Conwolidation, Cods W0rder No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS CGMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
16 OR A NON-STANDARD U'NIT HAS .BEEN APPROVED BY THE DIVISION

BES7'o5" W 1459.99° (M) N 89'54'35" W 2626:82' (M) 7 OPERATOR CERTIFICATION

LT

=

R ' "N_‘asrs.v{ W':2626.80"- ®) o iinn, s o }
Zz e
28
i
< ULAT. 3674263' N
w i LoNe, 1oazma'w
. TR .'.".',"DATUH (NAD 1985)
5 —d, DIRECTIONL, ORRL L S -foggrs i SURVETOR cmmmcmorx

T haredy. curtlfy ul fhe well looation shewm on (his piat
wits plattid Prom Nald woles of cobis] rurveys wade by
e or wnder wy supirvirion, and.thal the some fr trus
umbwmqnw

JUNE 3, 2008
Date 0! Burvey

5287.58" (M)
5268.78" (R)

N 1°04'02° E
N 107 E

Ly DAVID RUSSELL
I o e | D, —

EXHIBIT @ @




T29N R13W SECTION7 4/7/2008
STAND-UP PLAT
TRUNCATED SECTION - TOTAL ACRG IN SEC. 499 A
i3 e ST INMI17580
NMNM 0468127 {BAYLESS
ELLIOT HALL. . INWNWNE
JW2SWNWNE POWERS 40 A
115 A POWELL
25 A
] , ‘:“INWNE 40.00 A NENE 4000 A
IPowers 40 A
1/2 POWERS - 20
SHORT 1/2 BLAKE HEIRS-20
SECTION
\ SWNE-6 40.00 A SENE-H 40.00 A
[o7 3 POWERS 9.127D
479 A
McDONALD FAMILY
ETC.
NWSW-L . NESW-K 4000 A INWSE.J 4000 A NESE-I 40.00 A
McDONALD FAMILY
ETC.
SESW-N 4000 A }swsB-0 4000 A SESE-p 4000 A
e €72
‘. .
hd w/2

TOTAL ACRES

320.0000

179.0000
499.0000




!

2401 360g
j , . — - ISIMYIHLO GILON SSIINN %G1 ALIVAOR Tive
02¢9° 191 0918G°1L 09690011 00098°'Z OV9¥6'99  0BS6L'G  OEGI8'6E OOEOE'22 . OG1G1'22 O02GLL . ~00000°02 _@s1vaoL
000057 000000 : 000G 000051 e e " sooz/on/L - T NOTMIN 'V AavW
000107 000000 00010 ) o i ] 8002/91/4 ©  33USNYL‘A¥IEIISSYD IRVW 3T13Q
0££eS0 000000  OEE250 ~ oegeg0 - © 8002/L1/9 ) " 3ovy9 ¥NOq|
09£1€7  09LIE'Z ° DOOOO'G  O00EY'] N -  owsgo 8002/21/% . (£925100 SINAWLSAANIO 9 Y
0921E7  094I€2 000000 000EVT T T Tosusgo ©osoozzaiy | (gwzsion T oNINNWW
000EyZ 000000 00OEYZ o 000201 B sooz/ery "QUVMOH OFf vav 1D
086997 000000 086981 - T 086980 s ~ sooz/oie ¢33 "$33d ‘SNITI02 V3ANYS
0/2881 000000 02881  oszsst ) ’ ~ 800z/82/2 ’ '39vY0LS INIW 3HIVAY 153M
0866662 OZEGI'SZ & 019021 0285182 - B ~otgozt L1002/2/8 (W) L3134 TIIMALL QINT SYW
; oc6Ge6z 02£alEZ  0I902T 0265182 ) T "2 S 002/01/8  (Q9W) uI3H ‘NOSVWOHL 3A3 ‘Saw
0002€T  000ZET 000000 ~ ooo2€l o o 2002/01/8 (QW) LSNYL ‘NOSYWOHL 3A3 “Saw
0001ET  000IET 000000 000IET £002/9/8 _ AI3H QIVNOQIW - NOSYWOHL IAIW
000650 00000C  0006G0 o ‘ 7 ooosso Lo02ners NvWwaLve
; ovIVEL 000000 | Ovlv6L - o S Coovwer oooevy NVYWILLS NISOY
: 000109 000108 © 000000 0000 S o oozt ‘9 ¥2IN 'SSI811A3Q
00I9E'9 000000  OOI9E'9 ] 001989 o oo "IN SAVL
i 002520 000000 002620 " 002vZ0 ) 8002/¥1/9  NYQYOL ISSOTS ANV T ANNYA-TIIA NNS
— 005810 000000 00G8IO o oogslo R 8002/92/9 _  TI3u¥3W NATIGNIM ¥ NIAILS -TIIA NNS
fa 026810 000000 . 025810 " oeg8ro 8002/v/9 0 42 SIAVQ W LY380Y - TIIA NNS
e 06Y810 000000 064810 064810 8002/1/5 LL3NN31 - 39v TIANNS
o 081020 000000 081020 081020 8002/G2/y SQOOM - 39YTIIA NNS
M 0668E'€ 000000  0668EE B 06685 . 8002/92/2 | Hiv3aEe
GL0GE'E 000000 . GLOGE'E scogee 1002708/ YL 14240
GZ0GEE 000000 | GLOGE'E o SLOSEE | S £002/62/18 . LSnvd WM Tnvd
061049 000000 0G10'9 ogoze £002/62/01 _ JWOWILLIHM N313H
05262°€1 000000 | 052GZEl oszs2'€! o - £002/€1/8_ (S1o42N W) 11XVH v1Td8
, T T o ] o - LdvaoHsY v NV
‘L222L0 000000 © L2L2L0 ’ ’ S Trggo T T o - sooz/ey NOLONIHUY SYWOHL
£20200 000000 . L2L2L0 o o Enﬁo T Booz/9/s © NOLONI¥SY NOL¥NG NHOS
06910 00000C  OLESTO - o T soowers NOSTIAYA D VHLISYL
6€6€60 000000 _eg6€€0 - ‘ " owvNIWNL ) ANTLSTHHD
| 28/81T 000000 881 | A381337111008
69691 000000 | G69691 N (NOLONT¥UV) Ib 42 AJSIOOM NOT AAVW,
L2L2L0 000000 (21200 } - ) ) " (NOLONIXUV) 3NV M 12380Y
882802 000000 ' BBLBLZ - i ) ~ sooe/élsz )  I1INOLION QuvMOH 'S
‘982802 | 000000 - 88L8LZ S o © 7 sooersiz | T TNOLYON T vavauve
| 88/8/2 000000 ' B8/8L2 ) o i.  NOLION "M NHOL
Y9E9E'S 000000 | $9EIE'S T ®07 NOLAIS 3

0Gi89'c " 0DOCOD @ 0G/89F o T oaert - 000052 (8 v1u3Tv 40 SAIIH O1) NOS
SLEPT 000000 : GLEVET B ) ) ageso 77U oooget  soozsze T s3AvH KAV
GLEY8T  00000C | GZEVET T ) 518660 000521 £00Z/L2/21 SIAVH ANNVA
| 06/89° [ 000000 | 0/89€ - 00005 2/21 (oo poy'Ind 1PuT) SATTIIHY WLL
Gsev8l | 000000 ; Gieb®T T (401 Ja459NAS SawDL) H1OY AV
GLEbeT TGLEVET (' sauiog) NOSNHOL INNVZNS
0G/89E | 06489°€ 7 31H9NYQ) S30TH ANY
‘ | L002/21/L | (3HeNvQ) $99Tx18 vinvd
w 2002/972 — (NOS)DIVIE ¥di30d 14361
£16227T | 000000 | £16221 sooe/9eE | _SYTIVA'§ NOL13HS
RN &mmmd;mlomwm@ o " (wvNOS¥3d) SYTIVA ‘M S3WVE
| €162z | 000000 | eesego_ L00e/@y/9 | -(4I3HSV) SvTIVa M SIWVL
ezl 0000 veessooonses . svIwa13me
WIoL | UM VAl . T535v3T5vH ANV O AGWINAS
L e 259 2N 3932y G3SVIT ATINAS
1SI13HL! (LST13HL) £ § £1/62 - JIHSIINMO 40 LST1 LNFJaND




2 yo 2 aboy

(£1-62-L SIHSTINMO INRRIND - 1STT IHL),

00000"66%.00000 641 00000'0ZE 000G9'6 0000008 000000y  000000r 000000 00000'h OOOGE'6B 00000091 T A OTIIT W10l

08109°12 0810912 - © ossg'sr 009208 o © | s3mvavooiNn TVA0L

009201 000000 80No~ . ooomo— ) ) :Z\SOZMZD Nw><IU (PH..(N&(&
000057 000000 0000SZ - S oooesz nmoNaNn AOOMYVH SSOY
0000G% 000000 0000t . 00005 % NMONDINN - 3013¢dT8 AAYW R '8 3
050008 000000 090008 - - oso008 o T ‘ " (¢399039 NOS) Q35V323Q 'NOSEV3d HLNY
02£2L0 000000 02/2L0 - o o T . ) ANV RIVIIW YWI3HL|
oececo  ooco0o  OeLeLo S ‘ ozzzto v o o T WATI029W 3NNVAL VLINY
02£2£0 000000 02020 - o v oezzo . ) ‘ ANVIENI INHLYY 394039

09€6€°€ 000000 09€6E°€ ) o ] 09E6E'E ‘ . - Q3svapaq ., L 31713H0 .rawI._.ww
:31v2017 oL w‘_m<ZD AL

09v52'807 0BKEY'26 000Z8'ST 00098'> 000000 000280 000000  00000'0 000000 O8vS'Z8 00000'ST ONLLYJIOTIYYd WLOL

000280 000000 0D0C8O -7 oo ST w0 @EN | ZNvaWO0D INJWISIANI NOLAVD
00098%  00098'Y 000000  00098% o S ) e ¥ 101 - STNOSQUVHOTA
08KE62  08YEEZ 000000 o S . osvesz 2107 AL WORINIVAIPW
000VSYY  000PbY ¢ 000000 ‘ T - T o00very ‘ T TIVH-110TT
0004661 00OL6GI 000000 - S . . ooosest. @ | asINA WIS

000E06E  000E0'PZ * 00000GT S . o | 000£0PZ . 00000 S $1'Q34- SSITAVE
: ‘SANVIIILLAV - IIT

0296v'£81 09£86'pT 0921G'ZLT O00E6'T  O9ESO'ET ~ OZVBE'EE o#&.ol 0212’y 05228'6 000000 00000'GZE ~ aasvaNnviol
covsse 000000 - OOweEE T ST Teoweee T T ersvat T | HOVEIHNW AWY

wZHw<m._ NOLZ ZHma< auwa >4Hi<u_ NOLINR: \4

02240 000000 = 0242L0

OLYST0 000000 . OL¥BIO o ) - R INISLON ipi2-92€ M43 A315v¥38 SINNIT >-TIIA
006690 000000 e o 650~ . uNssloN IDIEYW NJuav9 553r
000SETl  OOOSETI ‘ 000sETl o e T T ANESUON T T 331s L anHAdY G LHOIMG
2Y028T . 000000 2 - T Tinasionws | E NYINNQ A¥S YANTT
Y0281 . 000000 _ N T T C O INasloNwR T ¢ 1LINMd AV VIONYS
. o o ) - - | WNRLSQUON TARIHD
o o T o L - Y y
192891 R - A T X 9INOYI vavadve
PLIOTT T T henn T T T T pogpwg | T 1 T0Md QRIYMQI SIWYE
Twwgy T T ipowgpa g \ o "LLINY AV RHLOWLL
T o “11IN%g 337 ARV
T qwoda3inNy Mmoq)
Y pamywg \,.MH‘\ . _LLININAM9 ONRIVD
] T wrdvINNY ANVW
26186% T T LW k3any

11Indd 1 NHOL

T1s naL wuw>>0n INIVIROT 'V

thmm v
08786 mﬂ

o@,,wﬂw%ﬁ 1 : T 1430 AYMHILVISWN
09Lsrz | 09181 {"bogEio 09181 1 | 309187 mS2ZM - NOLONIWAY 40 AL
.So»f ZR {73 S ﬁ._ CE = A - - 7 e =

= i

L] M .




e

PO Box 5513

*»SWQY Operating, LLO -

Mrs. A. Lorraine Powers June 3, 2008
P. 0. Box 2323
Farmington, NM 87499 Registered Mail RRR

RE: Proposed Gas Well involving your family's Land
Powers 29-13-7 #110 located in the E/2 Sec. 7,
T29N, R13W San Juan County, New Mexico

Mrs. Powers: -

As discussed, we are drilling a gas test welt that will involve your lands located in
Section 7, T29N, R13W. Based upon our examination of title, your family owns about
135 acres of minerals, primarily in the northeast quarter of section 7. This is very
exciting news because your family could receive as much as $30,000.00 upfront and a
manthly check for as much as $4,000.00, or more, if we can successfully drill as many
as three wells involving your family’s minerals.

Listed below are your options to consider regarding our proposed well:
One, you can participate in the welt we drill,
Two, you can sign an oil and gas lease, or e
Three, you can do nothing, as you said was your preference. EXHIBIT

Allow me to review each of your options separately

Option One - Participate:

Participation in the first well we drill will cost your family about $274,218.75, based upon
the attached anticipated total well-cost estimate of $650,000.00. if your family wants to
participate please let me know and | will send you an Invoice and Operating Agreement.

Option Two —Lease:
Your family can elect to lease. We would pay your family $25,000.00 and an additional

$5,000.00 for a total of $30,000.00 if you would allow us to drili the well on your land,
plus you will receive a 15% Royalty.

Option Three — Do nothit
You mentioned that yogis
Conservation Division ré" g compiete tems 1, 2, and 3. Also complete

4 Ht Restricted ts desired. /
this well. Rest assured _ tem4 R WW’M arylodesied. o IS,

complete and equip the = Attach this card to the back of the mallplece,
VOt : pace pemits.

warking interast in the w.__%onihekontits

share of operating costs . * Atkis addesmad t:

~  MRS. A, LORRAINE POWERS ¢

P. 0. BOX 2323 (

FARMINGTON, NM 87499 3, Service

pe
& Cortited Mt T Espvwan Mall
D Regiotered T4 Return Recolpt for Merghandias
Oineued Ml O COD.

4, Restrictod Dalivery? (EXta Fog) O Yes
. Articte Number .
. ranato rom sarvic fba) 7007 1490 0001 3035 1694

o, ummmmmw
If YES, enter defivery addross below: L3 N

—




Also know that we cannot drill on your land, unless you allow it. If you sign the oil and
gas lease, it includes language to make sure that NONE of your land will be used for
drilling a well. The only way we can locate a well on your land is if your family wants to
make an additional $5,000.00. We will pay your family an additional $5,000.00 for the
right to locate a well on a parcel of land that you choose. Again let me repeat we will

only use your land to drill a well and lay a pipeline if you want to make an additional
$5,000.00.

Attached is an explanation of why the State government regulates the number of wells
that ¢an be drilled in an area. The state makes sure every mineral owner is properly
protected. The picture shows what drilling looked like before the state was involved.,

| included ttwee extra copies of this letter with envelopes for your children, My cell
phone number is: 505-330-6431. | am willing to stop by your place, or you are welcome
to visit us here at our office near the college to look at a map of possible drilling
locations and meet the people who manage drilling operations.

Sincerely,

Synergy Operating, LLC
Q&é&f"

Patrick Hegarty

Principal

Enclosures;

Oil & Gas Leases

Well-Cost Estimate '

Government Regulation Explanation with picture of 1930s well derricks



I s’)Smergy Operating, LLG " G
| . _

June 6, 2008 - ~Registered Mail RRR

Clarence G. Pruitt
2501 Glade Rd,
Farmington, NM 87401

RE; Proposed Gas Fruitland Coal / Pigturad Clifts Test Well
Powers 20-13-7 #1410 located in the E/2 Sec. 7,
T29N, R13W San Juan County, New Mexico

We gre drilling a gas test well that will involve your fands located in Section 7, of T29N, R13W. Based upon our.
examination of title you own 1.71772 mineral acres in the east half of Section 7. This is good news because your
family could receive regular checks, if we successfully drill a commerclal gas well involving your minerals.

Listed below are three options for you to‘consider regarding our proposed well:
One, you can participate in the well we dril,
Two, you can sigh an oil and gas lease and receive a cash bonus and royaity, ot
Three, you can do nothing. Allow me to review each of your opllons separately:

Option One - Particlpate: '

Participation In our test well will cost you $3,489, 12 which Is your proportionate share of the well s antlclpated fotal
cost of approximately $650,000.00, based upon the attached well-cost éstimate. {f you wish to participate, please let
us know and we will send you an invoice and an Operating Agreement for your further consideration.

Option Two =Lease:;

You can elect to lease. We would pay you a bonus consideration of $267.66 and a proportionate 15% Royalty
Intersst,

Option Three - Do nothing: : .

You may elect to do nothing. The NewA Mexico -Olf Conssrvation Division requires that we try to obtain your
permission bafore we drill this weil. Res;v;;ugmd}rour famity should someday receive money from the well that we
dritl, but only after we hava collected about two and one half times the amount we spend to drill, complete and equip
the well. After we recoup this amount of money, you will own a working interest in the well, meaning that you will be
respansible for your proportionate share of oparating costs and plugging obligations.

Also know that we cannot drill on your land, unless you allow it. If you sign the enclosed oif and gas lease, It includes
languege to make sure thm NONE cf your land will be used for drilling a well. The only way we can locate a well on

A vmaus memcembimim oo menest s Wil ORIy USE yOUr fand to drill 2 well
inclosed lease states that NONE of

L Conpleteltm1 2, and 3. Also complote A g . 3 of oit and gas wells, Our state.
itemﬂmewlctodbalmrylsdeslred O Agont i illing |
' sow ﬁﬁm&mﬁ . X 2 = d picture shows what drilling looked
wa cai retum you. B. Flacotvets bl Primgll Neme) C. Date of
! o tho ot f aoam e of the Mmalipieco, Mg!ﬁﬁsal Pruwitt | 6/ 3 } or 599-4903 with questions,
- DIz addrods different from tem 37 O3 e
m‘”}‘“"”‘“‘” If YES, entar delivery addresa below: LI No
CLARENCE 6. PRUITT
2501 GLADE RD.

FARMINGTON, NM 87401 s eviotios
W Cortified Mal  [J Expreas Mall

e e O Ragistared B Ratum Raosipt for Merchandiso
O insured Mall ] GO0,

o 4, Restictod Dellvery? (Extra Fog) { Yea
Tt o sarvcs s 7007 1490 0001 30%5 1779
5 Form 3811, February 2004 Oomestic Retum Receipt 102585-02-M- 1640




% Synergy Operaﬁng, LLC . ‘

—

-—

PO Box 5513
Farmington, NM 87499
(505) 325-5449

Fax (505) 566-3750

June 9, 2008 : Registered Mail RRR

Dovy Ann Ledford
P. O. Box 5302
Farmington, NM 87459

RE: Proposed Gas Fruitland Coal / Pictured Cliffs Test Well
Powers 29-13-7 #110 located in the E/2 Sec. 7,
T29N, R13W San Juan County, New Mexico

We are drilling a gas test well thal will involve your tands located in Section 7, of T29N, R13W. Based upon ouf
examination of title you own 1.71772 mineral acres in the east half of Section 7, This is good news because your
family could receive regular checks, if we successfully drill a commercial gas well involving your minerals.

Listed below are three options for you to consider regarding our proposed welk:
One, you can participate in the well we drill,
Two, you can sign an oil and gas lease and receive a cash bonus and royaity, or
Three, you can do nothing. Allow me to review each of your options separately:

Option One - Participate: '

Participation in our test well will cost you $3,489.12, which is your proportionate share of the well's anticipated total
cost of approximately $650,000.00, based upon the attached well-cost estimate. If you wish to paricipate, please fet
us know and we wili send you an invoice and an Operating Agreement for your further consideration.

QOption Two ~Lease:
You ¢an elect 10 lease, We would pay you a bonus consideration of $257.66 and a propertionate 15% Royalty
Interest.

Option Three = Do nothing:

You may elect o do nothing. The New Mexico Oil Conservation Division requires that we try to obtain your
permission before we drill this well. Rest assured your family should someday receive money from the well that we
drill, but only after we have collected about two and one haif times the amount we spend to drill, complete and equip
the well, After we recoup this amount of money, you will own a working interest in the well, meaning that you will be
resporisible for your proportionate share of operating costs and plugging obligations.

Also know that we cannot drill on your land, unless you allow it. If you sign the enclosed oil and gas lease, Itincludes
language to make sure that NONE of your land will be used for drilling a well. The only way we can locate a well gn
yout land Is If your family wants to be pald more money. Again let me repeat, we will only use your land to drill a weli
and lay an associated‘pip?[ine if you want to make more money, otherwige the enclosad lease states that NONE of

fof oil and gas wells. QOur state

e e <. ) S A e Mipicture shows what drilling looked
SpmLimaame Lo 4 ) Dl
e e\ X Dy o "ol Qe 5014500 i st
¥ Attach this card to the back of the malipiecs, 8, soahdtby (Friniod Mafie) (. Date of Dotvery
or on the front if apace permits, Zd £, L 7
. Asticle Addressed to: . ':fﬂmm ' )
DOVY ANN LEDFORD
P. 0. BOX 5302 d
a. Sanvice Type
FARMINGTON, NM 87499 ® Mo OBt
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- @ ' Synerdy Operating, LLC

June 11, 2008 Registered Mail RRR
Larry L. Pruitt

PO Box 5513
Farmington, NM 87499
(508) 325-5449

Fax (505) 566-3750

900 West 30™ St o
Farmington, NM 87401 J /‘/&

RE: Proposed Gas Fruitland Coal / Pictured Cliffs Test Well
Powers 29-13-7 #110 igcated in the £/2 Sec. 7,
T29N, R13W San Juan County, New Mexico

We are driling a gas test wall that will involve your lands located In Section 7, of T20N, R1 3W. Based upon our
examination of title you own 1.71772 mineral acres in the east half of Section 7. This is good news because your
family could receive regular checks, if we successfully drill a commercial gas well involving your minerals.

Listed below are three options for you to consider regarding our proposed well,
One, you can participate in the well we drill,
Two, you can sign an oil and gas lease and receive a cash bonus and royalty, or
Three, you c¢an do nothing. Allow me to review each of your options separately:

Option One - Participate:,

Participation in our test well will cost you $3,489.12, which i3 your proportionate share of the well's anticipated total
cost of approximately $650,000.00, based upon the attached well-cost estimate. If you wish to participate, please let
us know and we will send you an invoice and an Operating Agreemant for your further consideration.

Option Two ~Lease:

You can elect to lease. We would pay you a bonus congideration of $257.66 and a proportionate 15% Royalty

Interest,

Option Three — Do nothing:

You may elect to do nothing. The New Mexico Ol Conservation Division requires that we try to obtain your
permission before we drill this well. Rest assured your family should someday receive money from the well that we
drill, but only after we have collected about two and one half times the amount we gpend to drill, complete and equip
the well. After we recoup this amount of money, you will own a working interest in the well, meaning that you will be

respansible for your proportionate share of operating costs and plugging obligations.

Also knaw that we cannot drill on your land, unless. you allow it I you slgn the enclosed oil and gas lease, it includes
language to make sure that NONE of your land will be used for drilling a well. The only way we can locate a well on
your land Is If your family wants to be paid more money. Again let me repeat, we will only use your land lo drill a well

and lay an associated pipeline if you want to make more money, otherwise the enclosed lease states that NONE of
vniir iand will be used for drilling a well.

| Complete items 1, 2, and 3. Also
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M Synergy Operating, LLC e s sass

June 9, 2008 : ‘5 26 A g 4 Registered Mail RRR

Timothy R. Pruitt
2415 Glade Rd.
Farmington, NM 87401

RE: Proposed Gas Fruitland Coal / Pictured Cliffs Test Well
Powers 28-13-7 #110 located in the E/2 Sec. 7,
T29N, R13W San Juan County, New Mexico -

We are drilling 2 gas test well that will involve your lands located in Section 7, of T29N, R13W. Based upon our
examination of title you own 1.71772 mineral acres in the gast half of Section 7. This is good news because your
family could receive regular checks, if we successfully drill a commercial gas well involving your minerals.

Listed below are three options for you to consider ragarding our proposed well:
One, you can participate in the well we drill,
Two, you can sign an oil and gas lease and receive a cash bonus and royalty, or
Three, you can do nothing. Allow me to review gach of your options separately:

Option One - Participate: )

Participation in our test well will cost you $3,489.12, which is your praportionate share of the well’s anticipated total
cost of approximately $650,000.00, based upon the attached well-cost estimate. If you wish to participate, please let
us know and we will send you an invoice and an Operating Agreement for your further consideration,

Option Two ~Lease:
You can alect to lease. We would pay you a bonus consideration of $257.66 and a proportionate 15% Royalty
interest. o .

Option Three - Do nothing: .

You may elect lo do nothing. The New Mexico Oil Conservation Divislon requires that we Iry to obtain your
permission before we drill this well, Rest assured your famlly should someday receive money from the well that we
drill, but only dfter we have collected about two and one half times the amount we spend to drill, complete and equip
the well. After we recoup this amount of money, you will own a working interest in the well, meaning that you will be
responsible for your proportionata share of aperating costs and plugging obligations.

Alsa know that we cannot drill on your land, unless yau allow It. If you sign the enclosed oil and gas leass, it includes
language to make sure that NONE of your land will be used for drilling a well. The only way we can locate a well on
your land is if your family wants to be paid more money. Again let me repeat, we will only use your land to drill a well
and lay an associated pipeline if you want to make more money, otherwise the enclosed lease states that NONE of
your land will be used for drifling a well,

" i o radeassudenieeweempnl “linn Of 06l and gas wells. Qur state
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M'Smergy Operating, LLC e

June 11, 2008- ’ Registered Msil RRR

James E. Pruitt
6617 NW Melody Lane
Parkville, Missouri 84152

RE:  Proposed Gas Fruitiand Coal / Pictured Cliffs Test Well
Powers 28-13-7 #110 located in the E/2 Sec. 7,
T29N, R13W San Juan County, New Mexico

We are drilling a gas tes! well that willAnvolve your lands located in Seclion 7, of T29N, R13wW. Based upon our
examination of title you own 1.10174 ¥mineral acres in the east haif of Section 7. This is good news because your
family could receive regular checks, if we successfully drill a commercial gas well involving your minerals,

Listed below are three options for you to consider regarding our proposed well:
One, you can pamcmate in the well we drill,
Two, you can sign an oil and gas ease and receive a cash bonus and royalty, or
Three, you can do nothing. Allow me to review each of your options separately;

Option One - Participate:

Parlicipation in our test well will cost you $2,237. 90 which is your proportionate share of the well's anticipated total
cost of approximately $650,000.00, based upon the attached well-cost estimate. if you wish to participate, please let
us know and we will send you an involce and an Operating Agreement for your further consideration.

Option Two —Lease:

You can elect to lease. We would pdy you a bonus consideration of $165.26. and a proportlonate 15% Royalty
Interest,

Option Thres — Do nothing:

You may elect to do nothing, The New Mexico Oil Conservation Division requires that we try to obtain your
permission before we drill this well. Rest assured your family should someday raceive money from the well that we
drill, but only after we have collected about two and one half times the amount we spend to drill, complete and equip
the well. After we recoup this amount of money, you will own a working interest in the well, meaning that you will be
responsible for your proportionate share of operating costs and plugging obligations.

Also know that we cannot dritl an your land, uniess you allow it. If you sign the enclosed oll and gas lease, i inciudes /
Ianguage lo make sure that NONE of your land will be used for drilling a well. The only way we can locate a well on
ctiw Rmvallirvrimmtn dn o nnid Loy — .- T3 N YT L P WP P RN PN NI" only use your ‘and to dri“ a we"
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June 11, 2008

Barbara A. Kronig

1121 Acoma Pl
Farmington, NM 87401

RE:

Regigtered Mail RRR

Proposed Gas Fruitland Coal / Pictured Cliffs Test Well

Powers 29-13-7 #110 located in the E/2 Sec. 7,
T29N, R13W San Juan County, New Mexico

We are driling & gas test well that will involve your lands located in Section 7, of T29N, R13W. Based upon our
examination of tille you own 1.85261 mineral acres in the east half of Section 7. This is good news because your
family could receive regular checks, if we successfutly drill a commercial gas well involving your minerais,

Listed below are three options for you to consider regarding our proposed well:
One, you ¢can participate in the well we drill,
Two, you ¢an sigh an oil and gas lease and recelve a cash bonus and royalty, or
Three, you can do nothing. Allow me to review each of your options separately:

Option One - Participate:

Participation in our test well will cost you $3,356.86, which is your proportionate share of the well's anticipated total
cost of approximately $650,000.00, based upon the attached well-cost estimate. If you wish to participate, please let
us know and we will send you an invoice and an Qperating Agreement for your further consideration.

Option Two ~Lease:
You can elecl to lease,
Interest,

Option Three -~ Do nothing:

We would pay you a bonus consideration of $247.89 and a proportionate 15% Royalty

You may elect to do nothing. The New Mexico Oil Conservation Division requires thal we try to obtain your
permission before we drilt this well. Rest assured your family should someday receive morey from the well that we
dril, but only after we have collected about two and one half times the amount we spend 1o grill, complete and equip

iha well. After we recoup this amount of money, yo

u will own a working interest in the well, meaning that you will be

responsible for your proportionate share of operating costs and plugging obligations,

Also know that we cannot drill on your land, unless you allow It. If you sign the enclosed oll and gas lease, It includes

language to make sure thal NONE of

your land is if your famity wants to be paid more money. Again ist me repeat, we

your fand will be used for drilling a well. The only way we can locate a well on

will only use your land to drill a well

and lay an associated pipeline if you want to make more money, otherwise the enclosed lease states that NONE of
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PO Box 5513
Farmington, NM 87499
(505) 325-5449

Fax (503) 566-3750

| QJSynergy Operaﬁng, LLC

'Option Two —-Lease:

June 11, 2008 Registered Mail RRR
Sandra Sue Witten

P. O. Box 593

Boise, Idaho 73933

Proposed Gas Fruitland Coal / Plctured Cliffs Test Well
Powers 20-13-7 #110 located in the E/2 Sec. 7,
T29N, R13W San Juan County, New Mexico

RE:

We are drilling a gas test well that will involve your lands located in Section 7, of T29N, R13W, Based upon our
examination of tittle you own 1.10174 mineral acres in the east half of Section 7. This is good news because your
family could re¢eive regular checks, if we suceessfully drill a commercial gas well involving your minerals.

Listed below are three options for you to consider regarding our proposed well:
One, you ean participate in the well we drill,
Two, you can sign an oil and gas lease and receive a cash bonus and royalty, or
Three, you can do nothing. Aliow me to review each of your options separately:

Option One - Participate: o ' .
Participation in our test well will cost you $2,237.90, which is your proportionate share of the well's anticipated 1otal
cost of approximately $650,000.00, based upon the attached well-cost estimate, If you wish to panticipate, please let
us know and we will send you an inveice and an Operating Agraement for your further consideration.

You can elect to lease. We would pay you a bonus consideration of $165.28 and a proportionate 15% Royalty
Imterest, :

Option Three — Do nothing: .

You may elect to do nothing. The New Mexico Oil Conservation Division requires that we try to obtain your
permission before we drill this wefl, Rest assured your family should someday receive maney from the well that we
drill, but only after we have collected about two and one half times the amount we spend to drill, comptets and equip
the well. After we recoup this amount of money, you will own a working interest in the well, meaning that you will be
responsibla for your proportionate share of operating costs and plugging obiigations,

Also know that we ¢annot drill on your land, unless you allow it. |f you sign the enclosed oil and gas 1ease, it inclydes
language to make sure thal NONE of your tand will be used for drilling awsll. The only way we can {ocale a well on
’ ' = - = vill only‘use your land to drill a well
1closed lease states that NONE of
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June 11, 2008 : Registered Mail RRR

Cheryl Nordstrum ‘9

3613 N.Butler S
Farmington, NM 87401

RE: Proposed Gas Fruitland Coal / Pictured Cliffs Test Well
Powers 29-13-7 #110 located in the E/2 Sec. 7,
T29N, R13W San Juan County, New Mexico

We are driling a gas test well that involve your lands located in Section 7, of T29N, R13W, Based upon our
examination of title you own .55087~mineral acres in the east half of Section 7. This is good news because you could
recelve regular checks, if we successfully drill a commerciat gas well involving your minerals.

Listed below are thres options for you to consider regarding our proposed well:
One, you can participate in the well we drill,
Two, you ¢an sign an oli and gas lease and receive a cash bonus and royalty, or
Three, you can do nothing. Allow me to review each of your options separately:

Option One - Pacticipate:

Participation in our test well will cost you $1,118.95, which is your proportionate share of the well's anticipated total
cost of approximately $650,000.00, based upon the attached well-cost estimate. If you wish to participate, please let
us know and we will send you an invoice and an Operating Agreement for your further consideration,

Option Two - Lease: . : .
You can elect to lease. We would pay you a bonus consideration of $82.63 and a proportionate 15% Royalty Interest.

Qption Three - Da nathing:

You may elect to do nothing. The New Mexico Oil Conservation Division requires that we try lo obtain your
permission before we drill this well. Rest assured your family should someday receive money from the well that we
grill, but only after we: have collected about two and one half times the amount we spend to drill, complete and equip
the well. After we recoup this amount of money, you will own a working interest in the well, meaning that you will be
responsitle for your proportionate share of operating costs and plugging obligations,

Also know that we cannot deilt on your 1and, unless you afiow it. if you sign the enclosed oil and ges lease, it includes
language to make sure that NONE of your land will be used for drilling a well. The only way wa can locate a well on
your fand is if your family wants to be paid more money. Again let me repeat, we will only use your land to dill a well
and lay an associated pipeling if vau WANI 1n mava mnrn mana == nclosed ' lease states that NONE of
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PO Box 5513

- s»Synergy Operating, LLC e

May 29, 2008

Mary Ann Parker
5015 E. Weldon Av,,
Phoenix, AZ 85018

Re: Mineral Interest
Township 29 North, Range 13 West
Portion of 5/2 Section 7, San Juan County, New Mexico

Dear Ms, Parker:

According to a review of the County Records, it appears that the Heirs of Theresa Christine Pruitt
own 14.81255 acres of Mineral Rights, more or less, in the South Half of Section 7, Township 29
North, Range 13 West, San Juan County, New Mexico. See Exhibit *A” attached,

Synergy Operating is interested in drilling two wells in T29N, R13W - Section 7. We are offering an
oil and gas lease for a three (3) year term, with a proportionate 15% Royalty Interest, and a bonus of
$150.00 per acre for a paid-up lease. As a Tenant in Common, your mineral rights appear to be
4,93752 Acres,

Enclosed please find three copies of an Qil and Gas Lease. NOTE that this lease does not allow

surface occupancy: this means no oil and gas operation can be located on your land, If acceptable,
please sign all three copies in the presence of a notary public, returning two copies in the envelope
provided. We will mail a check to you in the amount of $740.63 within seven days of receipt of th
executed lease, ' -

In addition, we have enclosed an Affidavit of Heirship form to be signed in the presence of a notary
public. This affidavit is needed because we have been unable to locate the will of Ada F, Pruitt; when
filed in the county records, this decument will help to clarify your ownership,

If you have any questions, please call me at my direct line 505-566-3702 or Cell 505-793-7214,
5994202

Sincerely,

Synergy Operating, LLC

Dorothy Wine .
Lease Analyst S
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PO Box 3513

N) Synergy Operating, LLC ' o Cab sz ias

May 29, 2008

Aubrey M, Pruitt
3839 E. Crocus Drive
Phoenix, AZ 85032

Re: Mineral Interest
Township 29 North, Range 13 West
Portion of 5/2 Section 7, San Juan County, New Mexico

Dear Mr. Pryitt:

According to a review of the County Records, it appears that the Heirs of Theresa Christine Pruitt
own 14.81255 acres of Mineral Rights, more or less, in the South Half of Section 7, Township 29
North, Range 13 West, San Juan County, New Mexico. See Exhibit "A" attached.

Synergy Opéruﬂng is interested in drilling two wells in T29N, R13W - Section 7, We are of fering an
oil and gas lease for a three (3) year term, with o proportionate 15% Royalty Interest, and a bonus of

$150.00 per acre for a paid-up lease. As a Tenant in Cammon, your mineral rights appear to be
493752 Acres, .

Enclosed please find three copies of an Qil and Gas Lease, NOTE that thig lease does not allow
surface occupancy; this means no oil and gas operation can be located on your land. If acceptable,
please sigh all three copies in the presence of a hotary public, returning twa copies in the envelope
provided. We will mail a check to you in the amount of $740.63 within seven days of receipt of the
executed lease.

In addition, we have enclosed an Affidavit of Heirship form to be signed in the presence of a notary
public, This affidavit is heeded because we have been unable to locate the will of Ada F. Pruitt: when
flled in the county records, this document will help t¢ clarify your ownership.

Tf you have any questions, please call me at my direct line 506-566-3702.or Cell 505-793-7214.

LT7-4703

Sincerely, . 2 Z '
Synergy Operating, LLC ' : ‘ /
) Haek "’
Lrre) i
Dorothy Win ‘ cll
Lease Analyst . e \:o\‘ ' M
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PO Box 5513

%%Smergy Operating, LLC o

8
30,
May 29, 2008 _ M 5
John L. Pruitt
2704 West Apache St.
Farmington, NM 87401

Re: Mineral Interest
Township 22 North, Range 13 West
Portion of 5/2 Section 7, San Juan County, New Mexico

Dear John:

According to a review of the County Records, it appears that the Heirs of Theresa Christine Pruitt
own 14,81255 acres of Mineral Rights, more or less, in the South Half of Section 7, Township 29
North, Range 13 West, San Juan County, New Mexico. See Exhibit “A” attached.

Synergy Operating is interested in drilling two wells in T29N, R13W - Section 7. We are offering an
oil and gas lease for a three (3) year ferm, with a proportionate 15% Royalty Interest, and a bonus of -
$150,00 per acre for a paid-up lease. As a Tenant in Common, your mineral rights appear to be
493752 Acres.

Enclosed please find three copies of an Oil and Gas Lease. NOTE that this lease does not allow

. surface occupancy: this means no oil and gas operation can be located on your land. If acceptable,
please sign all three copies in the presence of a notary public, returning two capies in the envelope
provided, We will mail @ check to you in the amount of $740.63 within seven days of receipt of the
executed lease,

In addition, we have enclosed an Affidavit of Heirship form to be signed in the presence of a notary
public, This affidavit is needed because we have been unable 1o locate the will of Ada F. Pruitt. when
filed in the county records, this document will help to clarify your ownership,

Lf you have any questions, please call me at my direct line 505-666-3763 or Cell 505-793-7214,

ST1-#763 K
Sincerely, : /‘v’ﬂ‘ /71}/”)
Synecgy Opcr‘aﬁng_": LLC @ . W

orothy Winer
Lease Analyst
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PO Box 5513
Farmington, NM 87499

Synergy Operating, LLC o o 2 a0

February 15, 2008

LINDA 6AY DUNCAN | 623.221.3810
7104 N, 63%° DRIVE Cell 623533.9614
GLENDALE, AZ 85301

Re: Mineral Rights Reserved in Section 7, SE/4
T29N R13W, San Juan County, New Mexico

Dear Ms. Duncan:

Our review of the San Juan County records indicates that the heirs of John Gaines and Gleta Pruitt own
3.64085 Acres of mineral rights in SWSE Section 7, Farmington, New Mexico. See attached Exhibit "A",

Synergy Operating is interested in drifling one or two wells in T29N, RI3W - Section 7. We are: offering an oil -
and gas lease for a three (3) year term, with o proportionate 15% royalty interest, and a bonus of $150.00 per
acre for a paid-up lease. As an heir of John Galnes and Oleta Pruitt, your mineral rights may be 1.82043

acres. At this time, we are not certain of the correct division of interest. Qur final determination will be
made by a Title Analyst.

Enclosed are three copies of an Oil and Gas Lease. If acceptable, please have all copies signed in the presence
of a Notary Public, returning two copies in the envelope provided. We will mail a check Yo you for $273.07
within seven days of recelpt of the axecuted documents.

If you have further questions, my direct fine is 505-599-4903.

Sincerely,

Synergy Operating, LLC

vy

Dorothy Winer
Lease Analyst



bl PO Box 5513
Farmington, NM 87499

(505) 325-5449

Fax (505) 566-3750

February 15, 2008

623.561.0881

SANDRA KAY PRUITT
Cell 623.505.8148

19016 N.71°TDR.
GLENDALE, AZ 85308

Re: Mineral Rights Reserved in Section 7, SE/4
T29N R13W, San Juan County, New Mexico

Dear Ms. Pruitt:

Our review of the San Juan County records indicates that the heirs of John Gaines and Oleta Pruitt own
364085 Acres of mineral rights in SWSE Section 7, Farmington, New Mexico, See attached Exhibit *A".

Synergy Operating is interested in drilling one or two wells in T29N, R13W - Section 7. We are offering an oil
and gas lease for a three (3) year term, witha proportionate 15% royalty interest, and a banus of $150.00 per
acre for a paid-up lease. As an heir of John Gaines and Oleta Pruitt, your mineral rights may be 1.82043
acres. At this time, we are not cerfain of the correct division of interest. Our final determination will be

made by a Title Analyst,

Oil and Gas Lease. If acceptable, please have all copies signed in the presence

Enclosed are three copies of an
ovided. We will mail a check to you for $273.07

of a Notary Public, returning Twe copies in the envelope pr
within seven days of receipt of the executed documents.

Tf you have further questions, my direct line is 505-599-4903.

Sincerely,

Synergy Operating, LLC

A s

borothy Winer
Lease Analyst
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Sy“ergy operat“\g’ LLC | '%;ogé) 3259449

Fax (505) 566-3750
February 11, 2008 T -

Kay Pruitt
19016 N. 71°" Drive
Glendale, AZ 85308

Dear Ms. Pruitt:

Enclosed are copies of the only documents that were recorded in San Juan County
in regard to Oleta Pruitt since 1993.

1< Notice of Oleta 6. Pruitt Living Trust, dated May 17, 1993.

2 - Notice of a Revocable Trust, dated March 5, 2003. ,
3 - Warranty Deed signed by Tracy Williamson as Trustee of the Oleta G. Pruitt
Living Trust dated May 17,1993, (Notice it lists the older trust.)

It is very important to obtain copies of both of these Trusts and your father's
probate, |

John Booth is listed in the current Farmington phone book with the same address
you gave me - and phone number - 505-325-0380, 50 you should be able to reach
him, if needed.

We are doing our best to obtain all information available for you. T will go fo the
District Court to try to find a probate for John Gaines Pruitt. My direct office
number is 505-599-4903; if T can't be reached there you can call my cell.

- Sincerely,

A Uinens

Dorothy Winer
Lease Analyst




PO Box 5513
Farmington, NM 87499

) Synergy Operating, LLC o o o518

March 5, 2008

Jess Garren Markle
880 Deer Trail
Farmington, NM 87401

Re: Mineral Interest - Lot Two of the Deer Trail Subdivision
Township 29 North, Range 13 West, Section 7
City of Farmington, San Juan County, NM

Dear Mr, Markle:

The offer we made to you on May 24, 2007 was based on the oil and gas lease that Richardson

Production Co, had with the previous owner of your land. The lease expired in 1999 and was not
renewed by Richardson.

Since that time, we have thoroughly researched the recorded documents of Section 7. We have
found that three-fourths (3/4) of the mineral rights in this acreage were reserved by the original
owners back in 1952, This means that only one-fourfh of the mineral mghfs being .695 mineral
acres, went to you,

Synergy Operating is interested in drilling a well in T29N, R13W - Section 7. We are offering an oil
and gas lease for a three (3) year term, with a 15% royalty interest, and our revised bonus offer is
$105.00 for a paid-up lease on your .695 mineral acres.

Enclosed please find three coples of an Qil and Gas Lease. NOTE that this lease does not allow
surface occupancy: ho oil and gas operation can be located on your land. If acceptable, please sign
in the presence of a Notary Public, returning two copies in the envefope provided, We will send a
check to you for $105.00, within seven days of receipt of the executed documents.

We have a Notary in our office; if you prefer, you may stop by our office and have your signature
notarized while we prepare the check for you, Please note that we have moved since you last
visited us; our new building Is at 3510 Messina Dr. Messina Dr, is across College Blvd.,
directly east of our previous office ot the San Juan College Quality Center for Business,

Please call if you have questions; my direct line is 505-599-4903, my cell phone number is 505-793-
7214,

Sincerely,

Synergy Operating, LLC

f@ bfomers

Dorothy Winer
Lease Analyst
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PO Box 55613
Farmipgton, NM 87499

Synersy Operating, LLC e 05 TS

April 25, 2008

C. Dennis and Frances R. Beasley 326,2743
2410 Riverview Lane
Farmington, NM 87401

Re: Mineral Rights in Section 7, South Half
T29N R13W, San Juan County, New Mexico

Dear Mr. and Mrs. Beasley:

Our review of the San Juan County records indicates that you own mineral rights in Lot 9 of .1847
Acres, more or less, in the south half of Section 7, Farmington, New Mexico,

Synergy Operating is interested in drilling a well in T29N, RI3W - Section 7. We are offering an oil
and gas lease for a three (3) year term, with a proportionate 15% royalty interest, and a bonus of
$150.00 per acre for a paid-up lease.

Enclosed are three copies of an Oil and Gas Lease with No Surface Occupancy.  If acceptable,
please. have all copies signed in the presence of a Notary Public, returning two copies in the envelope
provided, We will mail a check to you for $50.00 within seven days of ruceipt of the executed
documents. :

Please call if you have questions; my direct line is 505-599-4903, cell phone number 505-793-7214,

Sincerely,

Synergy Operating, LLC

A, lirers

Dorothy Winer
Lease Analyst

W




BAYLES - Prwantt 110 well

Synergy Operating LLC
Authorization for Expenditure

Powers 29-13-7 #110 |
Drill, complete & equip 1100’ (TVD) directional Fruitland Coal well

Location: T29N.R13W, Sec 7,U/IL: EorF  County: San Juan State: NM
£/2 (320-acres)

Operator: Synergy Operating

5604 lnslallallon 15 000 00
5617  Contract Services ' 20,000.00
TOTAL Facitity Costs 35,000.00
[T, SR '~.M¢>“J§"k
|NTANGiBL§f, el R e : e e
4403  Completion Rng 17, 000 00
4408 Stimulation Treatments ‘ 80,000.00
4409  Complation Fluids 10,000.00
4411 Trucking 40,000.00
4412  Equipment Rentals 6,000.00
4416 Logging & Perforating 15,000.00
4418  Completion Supervision ' 4,000.00
4423  Water to Disposal o 3.000.00
4424  Air Package & 6,000.00
4430  Flowback Iron 4,000.00
4436 Portable Tollet : 1000.00
TOTAL Intangible Completion 186,000.00

3300 Slte Access - Survey&Stakmg — ' ‘ ' | B ‘ 2000 00

3301  Site Access - 10,000.00
3303  Rig Mobilization : 15,000.00
3304 Orilling - Footage 75,000.00
3308  Mud & Additives 4,000.00
3311 Water to Rig Pit 5,000.00
3312  Equipment Rental 20,000.00
3315 Openhole Logging e e R 5,000.00
3317 Other Contract Services 75.000.00
3318  Drilling Supervision 4,000,00
3321 Cementing - Drilling 21,000.00
3324 Water/Mud to Disposal 25,000.00
3326 BOP Rental EXHIBIT & 3,000.00
3330 Wwellsite Geaologist 12,000.00
3331 Safety Svc/BOP Testing 1,500.00
3333 Anchors Sets & Test 1,000.00
3338 Casing Crew 4,000.00

roraLmangibie oriing - SIGN & RETURN 282,500.00
THIS COPY
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4419 F'roductlon Caslng & Accessorles 25 000 00

4502  Upper Welihead 3,000.00
4503 Tubing 6,000.00
TOTAL Tangible Completion 34,000.00

3419 SurfaceCasmg& 4000 00
3425 Wellhead , 2.000.00
TOTAL Tangible Drilling 6,000.00

TR

TANGIBLE-EQUIPFING'

5501 Sucker Rods & 10,000.00
5502 Valves & Fittings 15,500.00
5503 Downhole Pump 4,000.00
5504 Pumpjack & Base 18,000.00
5506 Flowline 10,000.00
5507 Separators 10,000.00
5508 Storage Tanks 14,000.00
5510 Engines & Motors : 8,000.00
5611 Metering Equipment 12,000.00
5515 Noise Abatement 5,000.00

TOTAL Tangible Equipping 106,500.00

TOTAL COST ESTIMATE 650,000.00

Date: y F//Z-/‘J 67 ~\
A0

Accepted By: " .
Signature
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