
STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION DI VISION FOR 
THE PURPOSE OF CONSIDERING: 

APPLICATION OF SYNERGY OPERATING, 
LLC FOR COMPULSORY POOLING AND A 
NON-STANDARD GAS SPACING AND PRORATION 
UNIT, SAN JUAN COUNTY, NEW MEXICO. Case No. 14,175 

VERIFIED STATEMENT OF PATRICK HEGARTY 

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

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

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

(a) No opposition to this application is expected because the mineral interest owners 
being pooled have simply not responded to well or lease proposals, or have not been able 
to come to a decision. 

(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 Fmitland Coal fonnation underlying 
Lots 1-4 and the E'/iW'/a (the W'/2) of Section 7, Township 29 North, Range 13 West, 
NMPM, to form a non-standard 179-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 MacDonald Orchard 29-13-7 Well No. 109, to 
be located at an orthodox location in the SE'ANWW of Section 7, 

(c) The parties being pooled, their interests in the well unit, and their last known 
addresses, are as follows: 

New Mexico State Highway Department 1.816 mineral acres 
Department of Transportation 
P.O. Box 1149 

Oil Conservation Division 
Case No. A 
Exhibit NoT\£ 



Santa Fe, New Mexico 87504 
Dwight D. Arthur Revocable Trust 11.3 50 mineral acres 
P.O. Box 230 
Kirtland, New Mexico 87417 

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

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

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

(g) A copy of the Authority for Expenditure for the proposed well is attached hereto 
as Exhibit C. 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. 

(h) Overhead charges of $5000/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. 

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

(j) The non-standard unit is due to a variation in the government survey. The offset 
operators to this unit are as follows: 

S6-29N-13W 
XTO Energy Inc. 
Suite 2000 
810 Houston Street 
Fort Worth, Texas 76102 

Synergy Operating, LLC 

S1-29N-14W 
Dugan Production Corp. 
P.O. Box 420 
Farmington, New Mexico 87499 

§12-29N-14W 
Dugan Producti on Corp. 

S13-29N-14W 
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XTO Energy Inc. Ji 
§18~29N-13W • || 
XTO Energy Inc. [j 
Merrion Oil & Gas Corporation ji 
610 Reilly Avenue 
Fannington, New Mexico 87401 !< 

EV2W-29N-\W j 
Synergy Operating, LLC ij 

VERIFICATION ll _ 

STATE OF NEW MEXICO ) f 
)ss. |. 

COUNTY OF SAN JUAN ) i 

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

SUBSCRIBED AND SWORN TO before me this Q C J ^ 1 day of August, 2008 by 
Patrick. Hegarty. 



DISTRICT I 
1BE6 N. French Dr., Hobbs. N.M. B6240 

Grand Avenue, Artesia, N.M. B8210 

DISTRICT m 

1000 Rio Brazos Rd., Asteo, N i l . 67410 

1220 S. St. Francis Dr., Santa Fe, NU 87605 

State of New Mexico 
Energy, Minerals ic Natural Resources Department 

OIL CONSERVATION DIVISION 
1220 South St. Francis Dr. 

Santa Fe, NM B7505 

Form C-102 
Revised October 12, 3005 

Submit to Appropriate District Office 
State Lease - 4 Copies 

Fee Lease - 3 Copies 

• AMENDED REPORT 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
1 AH Number "Pool Code 'Poo l Name 

71629 BASIN FRUITLAND COAL 

'Property Coda •Property Name 

MACDONALD ORCHARD 29-13-7 

* Well Number 

109 

'0ORID No. 

163458 

"Operator Name 

SYNERGY OPERATING, L.L.C. 
' Elevation 

5270' 

10 Surface Location 
OL or lot no. 

F 
Section 

7 
Township 

29N 
Range 

13W 
Lot Idn Feet from the 

1916' 
North/South line 

NORTH 
Foot from the 

718' 
East/West line 

WEST 
County 

SAN JUAN 

"Bottom Hole Location L f Different From Surface 
UL or lot no. Section ToTrnship Range Lot Idn Feet from the North/South Une Feet Jrom the East/Tost line County 

"Dedicated Acres. 

m M m k Acres - (W/2) 

"Joint or Infill " Consolidation Code "Order No. 

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED 
is OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION 

N 89-57'25' W 1459.99' (M) 

FND i V BC ] \ j . 89/55' W 
BUI 1959 1 1 H 

<o in 
ir> in 
m CM 
CM 

M60.68'- (R) f FND JX" BC 
BLM 1959 

O ir> 
V ~ 
o 

FND 
BUI 10SS 

-718 '^ 

CAT: 36.7<t2e4- N 
LONG. 108.2497CT W 
DATUM (NAD 1983). ' 

*7 

± 1 

EXHIBIT A 

» OPERATOR CERTIFICATION 
/ horaby crrtify that tho in/VnruitUm contained hrrvin 
<a fru* smd oemploU to th* txxt af my bnovAodgt and 
UK*/, orui that this organisation lilhar own* a 
working intrrawi or vnUtemd rrrfrurrai intmwt in th* 
land including tht pnrpoaod bottom hoi* locator, or haa 
a right to drill thU u»U cut this location pursuant to a 
otrrUrwt vHth an tmmtrr or a tmttfniitory pooling order 
hrrttofom mtorsd by division. 

Signature VI Date 

Printed Name 

is SURVEYOR CERTIFICATION 
I KtTQby certify, that tha uwU location ihovm cm ihis plat 
\ooa plotted from fUld note* of actual rvrwys mod* by 
mo or under my rupvrviHon, and thai tht tamo ia tm* 
and wrrepf te tfw bawt of my t*K*/. 

JUNE 3, 2008 
Doto or Surrey 

ature and Baal of Professional Surveyor. 

DAVID RUSSELL 
C«rlifioate Nuintwr 10201 



T 29 N R 13 W SECTION 7 4/7/2008 
STAND-UP PLAT 

TRUNCATED SECTION - TOTAL ACR& I N SEC. 499 A 
LOT 1 -
4.64 A , 
, «.. i 

NMNM 0468127 
ELLIOT HALL 
HBP PREV. LS 

NM117580 
BAYLESS 
NWNWNE 
W2SWNWNE 
15 A POWELL 

25 A 

POWERS 40 A 

NWNW-D NENW-C 40.00 A NWNE 40.00 A NENE 40.00 A 

SHORT 
SECTION 

LOT 2 
4.71 A 

LOTS 5,7,8,11,12 
FED NMNM117581 
BAYLESS ,24.03 A 

BLM - 15.97 AC. ,' 

POWERS 40 A 

1/2 POWERS - 20 
1/2 BLAKE HEIRS-20 

SWNW-E SENW^F 40.00"'A ,- SWNE-S 40.00 A SENE-H 40.00 A 

LOT 3 
4.79 A 

McDONALD FAMILY 
ETC. 

POWERS 9.1275 

NWSW-L NESW-K 40.00 A NWSE-J 40.00 A NESE-I 40.00 A 

LOT 4 
486 A 
2^Leasesj 
toR.ch **" 
Exp 4/09 

<*-« 

SWSVV-M'* 

MCDONALD FAMILY 
ETC. 

SESW-N 40.00 A SWSE-0 40.00 A SESE-P 40.00 A 

E/2 320.0000 

W/2 179.0000 

TOTAL ACRES 499.0000 
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Synergy Operating, LLC 
PO Box 5513 

Farnungtoo, NM 87499 
(505) 325-5449 

Fax (505) 566-3750 

June 19, 2007 

Dwight D, Arthur, Trustee 505-598-5525 
P. O, Sox 230 
Kirrland, NM 87417 

Re; Mineral Interest 
Township 29 North, Range 13 West, 
Section 7 - NESW - 11.35 Acres 
San Juan County, NM 

Dear Mr. Arthur. 

Our review of the San Juan County records indicates that you awn 11.35Acres of Mineral Rights in 
Section 7. T29N, R13W, San Juan County, New Mexico. 

Synergy Operating is interested in drilling a well in T29N, M3W - Section 7, We are offering an oil 
and gas lease for a three (3) year term, with a 157* royalty interest, and a bonus of $150.00 per acre 
for a paid-up lease. 

Enclosed please find three copies of an Oil and Gas Lease. I f acceptable, sign in the presence of a 
Notary Public, returning two copies in the envelope provided, We will send a check to you for 
$1,710.00, within ten days of receipt of the executed documents. 

We have a Notary in our office; if you prefer, you may stop by our office here at the San Juan College 
Quality Center for Business, 5101 College Blvd. You can sign the lease here and have it notarized while 
we prepare the check for you. 

Mr. Arthur, you requested an estimate of possible monthly income; there are so many variables, such 
as the price of gas, that it is hard to come up with a figure. I t could take as much as two years for a 
coal-gas well to clean up and stop producing water. Assuming a well is capable of producing gas in 
payable quantities, which we cannot guarantee, you can hope to receive about $100 to $200.00 per 
month, i f there is f rom 100 to 200 thousand cubic fee t of gas per day produced, 

I f you have further questions, my direct line is 505-566-3702, my cell phone number is 505-793-
7214. Patrick Hegarty, a Principal of Synergy Operating, can be reached at 334-4993. 

Sincerely, 

Synergy Operating. LLC 

Dorothy Winer 
Lease Analyst 

EXHIBI' 



Subject: 
From: 
Date: 
To: 

Farmout Agreement 
Patrick Hegarty <patrick.hegarty@synergyaperating.com> 
November 21, 200710:48:24 AM MDT 

Dwight Arthur <darthur6@msn.com> 

Dwight: 

We apparently got cut off during our last telephone conversation. I hope you received 
the telephone message that I left on your answering machine. 

The attached Farmout Agreement is a very simple one that we have used often. Know 
that you do not Warrant Title, which will allow you to go ahead when you are ready and 
Quiet Title, your land, while allowing us to proceed with our well. 

Feel free to call or drop by our office here at the Quality Business Center at San Juan 
College. 

Here is my contact data if you need it. 

Thanks for your attention to this matter 
Happy Thanksgiving 
Patrick 

Patrick Hegarty 
Principal 
Synergy Operating, LLC 
Direct: 505-3344993 
General: 505-325-5449 
Fax: (505) 566-3750. 
Cell: 505-330-6431 
Email: patrick.hegarty@synergyoperating.com 

Mailing Address: 
P.O. Box 5513 
Farmington, New Mexico 87499 

Street Address: 
Quality Business Center 
5101 College Blvd. 
Farmington, New Mexico 87402 



Synergy Operating, LLC 
VO Box 5513 

Farmington, NM 87499 
(505) 325-5449 

Fax (505) 566-3750 

Dwight D. Arthur, Trustee November 21, 2007 
P. O. Box 230 IT 
Kirtland, NM 87417 

Re: Letter Agreement - Surface to the base of Pictured Cliffs Formations 
NESW Section 7 T29N, R11W 
San Juan County, NM 

Dear Mr. Arthur 

P u r e s t to your request, Synergy Operating, LLC ("Synergy") hereby proposes 
to farmin your possible mineral interest ("your Minerals") involved in the production of 
hydrocarbons, subject to the following terms and conditions: 

1. Hydrocarbon production from any formation from the surface of the earth 
to the base of the Pictured Cliffs formations will be subject to this Agreement. If well 
difficulties are encountered which in Synergy's sole opinion, make it impracticable to 
continue production, the well may be plugged and abandoned and a new well may be 
commenced within one hundred and twenty (120) days following the plugging and 
abandonment procedure of the original well that encountered difficulties at a location in 
the same section as the abandoned well. 

2. All operations conducted hereunder will be at no cost, risk, or expense to 
you. Further, Synergy agrees to assume all the liabilities associated with any operation 
associated with any well involving your Minerals under this Letter Agreement. 

3. Upon the payment of royalty for your share of production of hydrocarbons, 
Synergy will earn an Assignment of all of your right, title, and interest in and to the 
operating rights from the surface of the earth to the base of the Pictured Cliffs formation 
associated with your Minerals, ("Operating Rights") subject to you retaining an inclusive 
25.00% royalty interest delivering to Synergy a seventy five percent (75%) net revenue 
interest. 

After the establishment of production of hydrocarbons which result in your receipt of 
royalty, you agree to return, within thirty days from receipt, two fully executed copies of 
one assignment of the Operating Rights to your Minerals covering those formations 
from the surface of the earth to the base of the Pictured Clrffs formation. You will retain 
an inclusive twenty five percent (25%) royalty, delivering to Synergy a seventy five 
percent (75%) net revenue interest, subject to proportionate reduction. 

Page 2 of 2 



November 21. 2007 
Letter Agreement 

4. Concerning proportionate reduction; a Spacing Unit for a well drilled under 
this Letter Agreement will include lands other than your Minerals and as such your 
royalty interest will be the proportionate part respectively equal to the ratio between the 
number of acres that your Minerals contribute to the total number of acres in the 
Spacing Unit. Spacing Unit means the number of acres allocated to the test well by the 
New Mexico Oil Conservation Division, being the regulatory agency having jurisdictional 
power. 

5. You DO NOT warrant title to your Minerals in any way. 

Please review this Letter Agreement and if acceptable, please execute in the 
space provided below returning one original copy in the self-addressed envelope. 

Thank you for your consideration of this matter. 

Sincerely, 
Synergy Operating, LLC 

Patrick Hegarty 
Principal 

AGREED TO AND ACCEPTED this day of. 2007 

By: Dwight D. Arthur, Trustee 

Name of Trust: 

Owlght 0. Arlhur, Trustee 505-568-5525 



EXHIBIT "A" 

LEGAL DESCRIPTION 

TOWNSHIP 29 NORTH, RANGE 13 WEST - SECTION 7 -

Page 1 of 2 

SW/4 

TRACT 1. 

11.35 acre t r a c t of land, more of less, i n Section Seven (7), 
Township Twenty Nine (29) North, Range Thirteen (13) West, N. 
M. P. M. Farmington, TJan Juan County, New MexiCcT^Sore f u l l y 
described as follows: 

BEGINNING S 66°34'57" E 507.34 feet from the West Quarter (k) 
Corner of said section 7, said point of beginning being the Sw 
corner of City of Farmington Tract and East right-of-way l i n e 
of New Mexico Highway 170; 

THENCE S 61°17'34" E 35S.76 feet along said City Tract; 

THENCE 3 28°42'26" W 75,00 feet along said City Tract; 

THENCE S 61»17'34" E 160.00 feet along said City Tract; 

THENCE N 28°42'26" E 75.00 feet along said City Tract; 

THENCE S 61°17'34" E 124.26 feet along said City Tract; 

THENCE N 28°42'26" E 25.00 feet along said c i t y Tract to 
South l i n e of Grace Tract; 

THENCE S 61°17'34" E 79.62 feefc along said South l i n e to 
center of La Plata River; 

THENCE S 02°30'08" E 204.57 feet along center of said River, 
along East l i n e of Noyes Tract; 

THENCE S 37°58'45" W 97.45 feet along center of said River, 
along East l i n e of Noyes Tract to the Northwest corner of the 
R. Taylor Tract; 

THENCE s 65*09'21" w 240.57 feet along East l i n e of R. Taylor 
Tract to New Mexico Highway right-of-way; 

THENCE N 33"59'41" W 21.16 feet along said right-of-way; 

THENCE S 56°00'19» W 338.34 feet along said right-of-way; 



EXHIBIT "A" 

LEGAL DESCRIPTION 
Page 2 of 2 

TOWNSHIP 29 NORTH, RANGE 13 WEST - SECTION 7 - SW/4 

TRACT 1 (Continued) 

THENCE N 62°59'41" W 100.00 feet along said right-of-way; 

THENCE S 56*00'19" W 100.00 feet along said right-of-way to 
North line of U. S. Highway 64 (Old Highway 550); 

THENCE Northwesterly along said right-of-way 153.09 feet along 
a curve to the le f t whose radius i s 3014.79 feet with a chord 
of N 65°23'47» w 153.07 feet to East right-of-way of New 
Mexico Highway 170; 

THENCE N OB°18'08" W 109.15 feet along said East right-of-way; 

THENCE N 13*53'56w E 35.54 feet along said East right-of-way; 

THENCE N 00"52'20" W 116.98 feet along said East right-of-way; 

THENCE N 15*59'37" E 137.44 feet along said East right-of-way; 

THENCE Northeasterly along said right-of-way 478.52 feet along 
a curve to the l e f t whose radius i s 1819.86 feet with a chord 
of N 24°53,20" E 477.14 feet to the point of beginning; 

The tract aa described contains 11.3S acres, more or less; 

Together with a l l improvements situate thereon; 

Together with any and a l l water rights appurtenant to said 
property which have not been heretofore severed from the land; 

Together with a l l o i l , gas or other minerals which have not 
been heretofore excepted, severed or reserved from said land; 

Together with a l l sand, gravel or other similar interest 
appurtenant to said land; 

Subject to easements, exceptions and reservations which are of 
record or which are apparent upon the ground; 

TRACT 2T 

All of grantor's right, t i t l e , and interest in and to any and 
a l l real property which Grantor's may own, i f any, in the land 
which l i e s between the east line of the tract of land 
described in Option To Purchase Real Property dated February 
18, 1994 recorded in Book 1178 at Page 640 of the Records of 
the County Clerk of San Juan county, New Mexico on March 01, 
1994 and the center line of the La Plata River. 



0 
From: Patrick M8Barty<patrick.r»garty©synergyoperattng.com> 

Subject: 8/36,29/13 
D«te: January 23, £003 3:51:50 PM MST 

Tt>: Dwight Arthur <rJarthure«min,com> 

CC; Glen Papp^papp&eynergyoperflting.corm., Tom Mullins<ctom.mullins@synergyOperating.CDiYi> 

Dwight 
I will chock to ass if we have a Watar sample from our wells In section S ot 29/13 

It the slate WW give you approval to take the water from our well in aaction 7 we will provide you with water barring any unforeseen problems AS mentioned one bairel equates w 
42 gallons. Can you estimate how much watar you will need? 

Wa can include a provision in tne OSG gas lease tor this purpose. 

Be sura to talk te Bin Enanbach at the State Engineers omee Before we taxe tne water sample. It could be that the sata will not allow this, but I am hopeful they wui in that it lady 
would be a win win arrangement 

Patrick 
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From: "Ouiight Arthur" <darthurfi®mefi.eom> 
Subject: RE: DWWHT ARTHER 

OAle: March 12, 2008 11:03:24 AM MDT 
To: "Patrick Hegarty" <patflCK.heg«rty«*ynergyaperatingcom> 

Patrick: 

I might be wining to lease (not rati) a part of the south end of my 
property if the wall was located on tn* State Rlgnt of Way, not on my land. 
In other words I might lease a part o» my land to arable yau tD meet the set 
back requirements for a well located within the City of Farmington. 

Dwight 
—Original Message— 
From: Patrick Hegarty |malllo:patrlck tieoflrtvOgunemvoneralino.coml 
Sent: Tuesday, March n , 2008 9:20 AM 
to: Glen Papp 
Cc: Dwight Arthur 
Subject: DWIGHT ARTHER 

Glen. 

Dwight Arthur said that he would agree to sell ua aoma land on the 
south end Of his property, but not near tha City's pump station In 
that that land is suitable for building a structure on He said his 
South border abutB the state of New Mexico's mgnway easement and 
would be perfect tor drilling a wen. 

I W might want to call Dwight of meet wltn rim » make eura you 
understand what land ha is talking aWut, His phone # is: (388-5526. 

Patrick 
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From: Patrick Hegarty <patrick.hagany®syriargyoperating.eorn> 
Subject: Ra: OWIQHT ARTHER 

Date: March 12,200811:19:51 AM MOT 
To: "Dwight Arthur «Jarmur6®msn.com> 

CC: Glen Papp •figpapp^»ynergyoperating.com> 

Dwight: 
I am forwarding your email on to my partner and Synergy's Operations Engineer in that he handles well placements, Glen Papp win be in touch with you. I am listing your phone 
number For thta purpose (698-SS26). 

Patrick 

On Mar 12,2008, at 11:03 AM, Dwight Arthur wrote: 

PalncK: 

I m igm be willing lo lease (not sell) a part ol the south end ot my 
property if the well was located on Ihe State Right ol Way, not on my land. 
In olher words I mlglt leese a pan of m y land to enable you to meet Ihe set 
i»ck requirements for a weB located within tne City of Farmington. 

Dwight 
..."Unginal Message— 
From: Patrick Hegarty IrriiilriryrfltrMt hf^artv(»svTMmvnrjars!iro cornl 
Sent: Tuesday. Maioh SOOB9:20 AM 
To: Glen Papp 
Cc: Dwight Arthur 
Subject: DWIGHT.ARTHER 

Glen: 

Dwight Artntl said thai he would agree to sell us some land on the 
south end ot his property, but not near the City's pump station In 
that thai land is Suitable lOf building a structure on. Hs said his 
south bofder abuts the slate of New Mexico's highway nnsftivifti-it and 
would be perfect for drilling a well. 

You migra want to call Dwight or meat with him to make suie you 
understand what land ho is talking aboul. His phone « la: S9B-S52S. 

Patrick 



From; 
Subleel: 

Date: 
To: 
Ce: 

Patrick Hegarty <patrlclf.negarty«synergyoperating.com> 
Re: DWIGHT ARTHER 
March 14, 2006 4:06:00 PM MOT 
Dwight Arthur <afartfiur6@msn.com> 
Glen Papp <gpappSaynsrgyaperatirig.com> 

Dwight: 

we met this morning concerning drilling a well on fhe southern end of your property. Our Engineer. Glen Papp that handles operations said that we would use more of your land 
building a road to the southern location than if the well were placed on the north end ot your property next to the City's pump station Being that your land around the City's pump 
station iB where you might some day want to build on and a well Site would take up most of your property in that you said the city would not allow you to build cloBsr than 300 feel 
From the well pad. due to their regulations. It appears that drilling on your land is not a practical option? 

Cat me know if the above assessment is not correct. 

I will call you next Friday to Check up on tne Statue of our Farmout Agreement. 

Beat Regards, 
Patrick 

On Mar 12,2008, at 11:03 AM, Dwight Arthur wrote: 

Patrick: 

I might be willing to leaae [not sell) a part Ol UVJ south end Ol my 
property if the well was located on the Stale Right ot Way, nol on my tend. 
In othar words I might lease a part ol my land lo enable you to meet tha sat 
back requirements for a well located within the City of Farmington. 

Dwight 
—-Original Message 
From: Patrick Hegarty Fmailto:rjatrick.henartv®5vncrov<>fjarallna.coml 
Sent. Tuesday, March 11.2000 9 w AM 
To: Glen Papp 
Cc: Dwight Arthur 
Subject DWIGHT ARTHER 

Dwight Arthur said that he would agree to soil us some land on the 
south end Of his property, but not near the City's pump station in 
that that land is suitable for building a structure on. He said his 
south border abuts lha state of New Mexico's highway easement and 
would be perfect lor drilling a well. 

You might WAfll 10 can Dwight Ot meet with him to make aura yau 
understand what land he is talking about. His phono # is: 598-5525 

Glen. 

Patrick 



Prom: "Dwight Arthur <aarthur6<9msn.coni> 
Subject: RE: DWIGHT ARTHER 

DMe: March 14,2008 7:44:02 PM MDT 
Tc; '"Patrick Hegarty <patrick. hegarty®synergyoperatlrtg com> 

Patrick: 

I am inclined to agree that locating a well on my land ia not feasible. I 
am really not interested. I will try to gel my form ol leasee to you below 
next Friday. 

Dwight 

—original Message— 
From: Patrick Hegarty fmallto oalrick rieyariya'syiierqvopetalinq coml 
Sent: Friday, March 14, 2008 4:08 PM 
To: Dwight Arthur 
Cc: Glen Papp 

Subject: Ra: DWIGHT ARTHER 

Dwight: 
We met tnis morning concerning drilling a well on the southern end ol 
your property, Our Engineer, Glen Papp that handles operations said 
that we would use more of your land building a road to the southern 
location than if Ihe well were placed on the north end of your 
property next to the Citys pump station. Being that your land 
around the Citys pump station is where you might some day want to 
build on and a well site would take up most ol your property in that 
you said the city would not allow you tD build closer than 300 lest 
from the well pad, due to their regulations. It appears that 
dn lling on your land ia not a practical option? 

Let me know ifthe above assessment Is not correct, 

I will caU you next Friday to check up on the status of our Farmout 
Agreement 

Best Regards, 
Patrick 

On Mar 12,2008. at 11:03 AM, Dwight Arthur wrote: 

Patrick: 

I might bo willing to icnsc (not sell) a part or the south end of my 
property it Ihe well was located on me State Right ol Way, not on 
my land. 
In other words I might lease a part ol my land lo enable you to 
meet the set 

Pack requirements tor a well located within the City of Farmington. 

Dwight 
Original Message— 

From' Patrick Hegarty imailtn-rafrirtfr rfflflr^ffo^ 
Sent Tuesday, March 11, £008 9:20 AM 
To: Glen Papp 
Cc: Dwight Arthur 
Subject. DWIGHT ARTHER 
Glen: 

Dwight Arthur said met he would agree to sell us some land on the 
south end of his property, but not near the City's pump station in 
that that land is suitable for building a structure on. He said his 
south border abuts the slate ot New Mexico's highway easement and 
would be perfect tor drilling a wall. 

You might want lo call Dwkjhior meetwitn ram to make sure you 
understand what land he is talking about His phone* is. 5&S-5525. 

Patrick 



From; 
suojeoi: 

Date: 
to : 

Patrick Hegarty ̂ trlcK.negarty®eynergyoperatitig com> 
Re: DWIGHT ARTHER 
March 17, 2008 6:12:14 PM MDT 
Dwight Arthur <darthur8 (S msn.com> 

Dwight: 

Sounds good Wa looked again at maps of your property and il really does not make sense to locate a well on your land if you want to build a home there some day. 

Best Regards, 
Patrick 

On Mar 14,2008, at 7:44 PM, Dwight Arthur wrote: 

Patrick: 

I am inclined to agree thai locating a well on my land IB not feasible. I 
*m really not interested < wilt try to get my form of leasee to you before 
next Friday. 

—Original Message— 
From: Patrick Hegarty imaltto-patriclc heoartV'asvneravoDeratina coml 
Sent: Friday, March i«t, ?oos A-.OH PM 
To: Dwight Arthur 
Cc: Glen Papp 
Subject Re; DwGHT ARTHER 

We met Ihis morning concerning drilling a well on the southern end OT 
yogr property. Our Engineer, Glen Papp that handles operations said 
that we would use more Df your land building a road 10 the southern 
location than i( tins well were placed on the north and of your 
property next to the City's pump station. Being that your land 
around the City's pump station is where you might some day want to 
build on and a well sita would take up most of your ptoperfy In that 
you said the city would not allow you to build Closer than 300 feet 
from the well pad, due to their regulations, it appears mat 
drilling on your land is not a practical option? 

Let Itie know it the above assessment is not correct. 

I will call you next Friday to check up on the status of our Farmout 
Agreement. 

Best Regards, 
Patrick 

On Mar 12. 2008. at 11:03 AM, Dwight Arthur wrota: 

I might be willing to lease (not sell) a part Of the south end ot my 
property if Ihe well was located on me State Right of Way, not on 
my tand. 
In other words I might lease a part gl my land to enable you to 
meet the sat 

back requirements tor a weU located within the City of Fflrmington, 

Dwight 
—Original Message— 
From. P.'ilrICK Hagany iiMfJWJ»»l^,nso»rtY«syn^ 
Sent- Tuesday, March 11. 2008 9:20 AM 
To: Glen Papp 
Cc: Dwigrrt Arthur 
Subject: DWIGHT ARTHER 

Dwight Arthur said thai he would agree to sell ua some land on the 
SOUth end ot his property, but not near ItW City's pump station in 
that lhat land is suitable for building a structure on. He said Ns 
south border abuts the State of New Mexico's highway easement and 
would be perfect tor drilling a well. 

Dwight 

Dwignt: 

Patrick 

Glen. 



You might want to call Dwight or meet with him to mekfl sure you 
understand what land he is talking about. His phone # is. !i98-£>!i2Ei. 

Patrick 



from: Patrick Hegarty <patrick.hegarryrSgynergyDperating.com> 
Subject: Accounting Practices anticipated for Mac Donald Orchard wen 

Date: April 17, 2008 4:47:00 PM MDT 
To: Dwight Arthur <darthur6SmBn.com> 
Cc: Rcki Daly <rdaly@synergy0p8rating.C0in> 

• 1 Attachment, 583 KB 

Dwight Arthur 

Attached ia a few Accounting sheets that spell out an that is charges against a royalty interest One exception note noted on these examples Is charges for water, Fruitland Coal 
wells take as long as two years to de-water. Typically an Operator win charge this expanse agamst alllnteresl owners in the same fashion as a gas transportation charge. 

Best Regards, 
Patrick 



Owner's Distribution Statement 
Page: 1 •• 

Synergy Operating, LLC 

P.O.BOXS513 

Farmington, NM 874995513 

1041 

Statement Date: 03/06/08 

Run No 032/2008 

Below Minimum* Carried Forward: $25.85 

KIM0D27 SiinrayB*4 

. ProducCon- Income 
/ :. Wasatch Energy 

Gas Severance Tax 
Field Trens/Lcw 

Total Income 
Well Expenses 

02/28/08 ORR.I Gas Gathering Charges 
Total Well Expenses 

your Royalty interest This Well 

1.790.00MCF @ $7.36867 $13,189.93 X^O.2500000%) 2008/01 
$13,189.93 a.9544% $-1,097,70 X (0.2500000%) 2008/01 

OTH S-W1.11 X (0.2500000%) 2008/01 

$11,16i;i2 

$154.12 X(0\2857140%) 2008/01 

<A«B) • (C) 

32.98 
-2.74 
-2,33-. 

27.91. 

0.44 

044 
.27:1.7 

f - i 

'<K 

'• '.*>•• 
3 

Tax Witnhoiairtg. Amount. Oetjijcted This Period i;C2 

Your Net Interest/This Run (Below Minimum Chock - Placed In Suspense) 

Your Net Balance After This Run (Below Minimum Amount • placed in Suspense) 

25,65 

25.65 

Suspense Balance (Before This Run) 
Suspense Balance .(After This Run) 

3B:38. 
84,21 

•n 
i 

I 
.1 
"Si 
•fj 



Owner's Distribution Statement 
Page: 1 

Synergy Operating, LLC 

P.O. Box 551$ 

Farmington, NM87499SB13 

1042 

NM0004 Federal #1 (FTC) 

Production Income 
. Wasatch Energy 

. Gas Severance tax $1,271.33 
.. • Field Trans/Low 
Total income 
Wed Expenses . . 

• 02/29/08 • • ORRI Gas- Gathering Charges . 
Total Walt Expenses : 
Your Royalty Interest Thia Welt ' 

NM0005 Crawford 2SW 2-24.#103. 

production Income 
Wasatch Energy 
Gas Severance Tax $3.OO3;07 
Field Trans/cow . . 12W 

Total income • 
Welt Expenses 

02/29/08 :ORBI.G36 Gathering Charges 
TofeJ WeH Expenses 

Your Royalty Interest This Wei 

NM0020- Federal 23^12-24 #101 

Production income 
Wasatch Energy. . 
Gas Severance Tax .$4.71373 
Field Trans/Low 

Total Income ' 
Well Expenses' 
02V29/Q8 ORRI Gas Garnering Charges . 
Tojal Well Expenses 

Your Royalty Interest This Well 

Statement Date: 03/08/08 

Run No 032/2008 

Check Amount; $1271.30 

Prod Prd 

209.00MCF 

OTH 

$606291 $1,271,33 X (5,9361559%) 2C08VQ1 
9,1787% $-106.71 X(5.938t559%/ 2008/01 

^ $-108.72 X(5,9361559%) 2008/01 

$1,055.90 

$18,40 X(5.93gi5.58%) 2008/01 

$18.46 
(A-B)\= :(C) 

ProdPtx! 

493,00MCF 

OTH 
8,1787% $*252,10 X (12.4535250%) 

$-25g U X (12.4535250%) 

$2,494 53 

$43.54 X (12.4536250%) 

2O0B/OT 
200B/01 
2008/01 

2008/01 

$43 54 

(A-B) « (C) 

: Prod Prd 

779.00MCF. 

OTH 

46.05100 $4,713.73 X(5.9361539%) 
9,1787% $-395 47 X(5 9301559%) 

$wt05.21 X (5 9361559%) 

$3,913.05 

$68.87 X(S938t559%) 

2008/01 
2006/01 
2008/01-

2008/01 

S68.87 

( A - 9 ) * <C) 

75.47 
-6.34.. 
-6.45 

62.68 

1.10 

M 0 
61.58 

373.99 
-31.40 
•31<S4 

310,65 

542 

, 5,42 
30W3 

279,81 
•23.48 
-24,08 

232 28 

4.oa 

4.09 
228.19 

NM0021 Crawford 28-.12-24 $102 ProdPrd 

Production income 
• Wasatch Energy : 

Gas Severance Tax • 
Field Trans/Low 

• Totai income 
Well Expenses 

02/20/08.... ORRI Gas Gathering Charges 
Total Well Expense* 

Your Royally Interest This Wen 

811.00MCF @ $6,47399 $5,250 41 X(1?..45352S0%1 
$$,250 41 ai787& $,443.22 X(i2,4535250%) 

OTH $-421.62 X(12,4635250V4 

• 2008/01 • 
200BW 
.2008/01 

$4,382,57 

.$71.06 X (,12.4533250%) : 2008/01 

$71106 

(A-B) = (C) 

6S3.8B 
-55.20 
-52>51 

546 16 

8.85 

8 85 
•537.30 



Synergy Operating, LLC 
PO Box 5513 

Farmington, NM 87499 
(505) 325-5449 

Fax (505) 566-3750 

July 16, 2008 

Nancy J. Arthur, Trustee 
THE DWIGHT D. ARTHUR REVOCABLE TRUST 
P.O. Box 230 
Kirtland, NM 87417 

Re: Offer To Lease Your Trust's Minerals 
Township 29 North, Range 13 West, 
Section 7 ~ NESW San Juan County, NM 

Dear Mrs. Arthur: 

Your Trust owns 11.35Acres of minerals in Section 7, T29N, R13W, San Juan 
County, New Mexico. See attached Exhibit "A". 

Synergy Operating will be drilling a gas well that will include your Trust's minerals 
and are offering the Trust $1,710.00 for an oil and gas lease with a three-year 
term that includes a 15% royalty obligation. 

Enclosed please find three copies of our oil and gas Lease. Please sign in the 
presence -of a Notary Public, returning two copies in the envelope provided. We 
will send the Trust a check for $1,710.00 within ten days of our receipt of the 
signed oil and gas lease. 

If you prefer, you may stop by our office for we have a Notary who can 
acknowledge your signature. Our address is 3510 Messina Drive, which is 
directly across the street from San Juan College off of college boulevard. Feel 
free to call my cell number: 303-6431 for further directions. Or; if preferred, we 
can send a Notary to your house to deliver you the check and pick up the oil and 
gas lease. Whatever you want to do in this regard is fine with us. 

Sincerely, 
Synergy Operating, LLC 

Patrick Hegarty 

Arthur OGL Ltr 



pynergy Operating, LLC 
PO Box 5513 

Farmington, NM 87499 
(505) 325-5449 

Fax (505) 566-3750 

June 19, 2007 

Dwight b. Arthur, Trustee 505-598-5525 
P. 0, Sox 230 
Kirtland, NW 87417 

Rc: Mineral Interest 
Township 29 North, Range 13 West, 
Section 7 - NESW - 11.35 Acres 
San Juan County, NM 

Dear Mr. Arthur: 

Our review of the San Juan County records indicates that you awn 11.35Acres of Mineral Rights in 
Section 7. T29N, R13W, San Juan County, New Mexico. 

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 a bonus of $150.00 per acre 
for a paid-up lease. 

Enclosed please find three copies of an Oil and Gas Lease. I f acceptable, sign in the presence of a 
Notary Public, returning two copies in the envelope provided. We will send a check to you for 
$1,710.00, within ten days of receipt of the executed documents. 

We have a Notary in our office; if you prefer, you may stop by our office here at the San Juan College 
Quality Center for Business, 5101 College Blvd. You can sign the lease here and have it notarized while 
we prepare the check for you. 

Mr. Arthur, you requested an estimate of possible monthly income; there are so many variables, such 
as the price of gas, that it is hard to come up with a figure. I t could take as much as two years for a 
coal-gas well to clean up and stop producing water. Assuming a well is capable of producing gas in 
payable quantities, which we cannot guarantee, you can hope to receive about $100 to $200,00 per 
month, i f there is f rom 100 to 200 thousand cubic fee t of gas per day produced, 

I f you have further questions, my direct line is 505-566-3702, my cell phone number is 505-793-
7214. Patrick Hegarty, a Principal of Synergy Operating, can be reached at 334-4993. 

Sincerely, 

Synergy Operating, LLC 

Dorothy Winer 

Lease Analyst 



Subject: 
From: 
Date: 
To: 

Farmout Agreement 
Patrick Hegarty <patrick.hegarty@synergyoperating.com> 
November 21, 2007 10:48:24 AM MDT 

Dwight Arthur <rJarthur6@msn.com> 

Dwight; 

We apparently got cut off during our last telephone conversation. I hope you received 
the telephone message that I left on your answering machine. 

The attached Farmout Agreement is a very simple one that we have used often. Know 
that you do not Warrant Title, which will allow you to go ahead when you are ready and 
Quiet Titie, your land, while allowing us to proceed with our well. 

Feel free to call or drop by our office here at the Quality Business Center at San Juan 
College. 

Here is my contact data if you need it. 

Thanks for your attention to this matter 
Happy Thanksgiving 
Patrick 

Patrick Hegarty 
Principal 
Synergy Operating, LLC 
Direct 505-3344993 
General: 505-325-5449 
Fax: (505) 566-3750. 
Cell: 505-330-6431 
Email: patrick.hegarty@synergyoperating.com 

Mailing Address: 
P.O. Box 5513 
Farmington, New Mexico 87499 

Street Address: 
Quality Business Center 
5101 College Blvd. 
Farmington, New Mexico 87402 



PO Box 5513 

Synergy Operating, LLC 
Farmington, NM 87499 

(505) 325-5449 
Fax (505) 566-3750 

Dwight D. Arthur, Trustee November 21, 2007 
P.O. Box 230 if 
Kirtland, NM 87417 

Re: Letter Agreement - Surface to the base of Pictured Cliffs Formations 
NESW Section 7 T29N, R11W 
San Juan County, NM 

Dear Mr. Arthur 

Pursijejnt to your request, Synergy Operating, LLC ("Synergy") hereby proposes 
to farmin your possible mineral interest ("your Minerals") involved in the production of 
hydrocarbons, subject to the following terms and conditions: 

1. Hydrocarbon production from any formation from the surface of the earth 
to the base of the Pictured Cliffs formations will be subject to this Agreement. If well 
difficulties are encountered which in Synergy's sole opinion, make it impracticable to 
continue production, the well may be plugged and abandoned and a new well may be 
commenced within one hundred and twenty (120) days following the plugging and 
abandonment procedure of the original well that encountered difficulties at a location in 
the same section as the abandoned well. 

2. All operations conducted hereunder will be at no cost, risk, or expense to 
you. Further, Synergy agrees to assume all the liabilities associated with any operation 
associated with any well involving your Minerals under this Letter Agreement. 

3. Upon the payment of royalty for your share of production of hydrocarbons, 
Synergy will earn an Assignment of all of your right, title, and interest in and to the 
operating rights from the surface of the earth to th© base of the Pictured Cliffs formation 
associated with your Minerals, ("Operating Rights") subject to you retaining an inclusive 
25.00% royalty interest delivering to Synergy a seventy five percent (75%) net revenue 
interest. 

After the establishment of production of hydrocarbons which result in your receipt of 
royalty, you agree to return, within thirty days from receipt, two fully executed copies of 
one assignment of the Operating Rights to your Minerals covering those formations 
from the surface of the earth to the base of the Pictured Cliffs formation. You will retain 
an inclusive twenty five percent (25%) royalty, delivering to Synergy a seventy five 
percent (75%) net revenue interest, subject to proportionate reduction. 

Page 2 of 2 



November 21. 2007 
Latter Agreement 

4. Concerning proportionate reduction; a Spacing Unit for a well drilled under 
this Letter Agreement will include lands other than your Minerals and as such your 
royalty interest will be the proportionate part respectively equal to the ratio between the 
number of acres that your Minerals contribute to the total number of acres in the 
Spacing Unit. Spacing Unit means the number of acres allocated to the test well by the 
New Mexico Oil Conservation Division, being the regulatory agency having jurisdictional 
power. 

5. You DO NOT warrant title to your Minerals in any way. 

Please review this Letter Agreement and if acceptable, please execute in the 
space provided below returning one original copy in the self-addressed envelope. 

Thank you for your consideration of this matter. 

Sincerely, 
Synergy Operating, LLC 

Principal 

AGREED TO AND ACCEPTED this day of. 2007 

By: Dwight D. Arthur, Trustee 

Name of Trust: 

DwtgM 0. Arthur, Tnwtaa 505-5S&4525 



EXHIBIT "A" 

LEGAL DESCRIPTION 

TOWNSHIP 29 NORTH, RANGE 13 WEST - SECTION 7 -

Page 1 of 2 

SW/4 

TRACT 1. 

11.35 acre t r a c t of land, more of less, i n Section Seven j_7), , 
Township Twenty Nine (29) North, Range Thirteen (13) West, N. 
M. P. M. Farmington, l3ah Juan County, New Mexicb "more f u l l y 
described as follows: 

BEGINNING S 66°34'57" E 507.34 feet from the West Quarter (k) 
Corner of said section 7, said point of beginning being the Sw 
comer of City of Farmington Tract and Eaat right-of-way line 
of New Mexico Highway 170; 

THENCE S 61°17'34" E 35S.76 feet along said City Tract; 

THENCE 3 28°42'26" W 75.00 feet along said City Tract; 

THENCE S 61°17'34" E 160.00 feet along said City Tract; 

THENCE N 28°42'26" E 75,00 feet along said City Tract; 

THENCE S 61°17'34" E 124.26 feet along said City Tract; 

THENCE N 28°42'26" E 25.00 feet along said c i t y Tract to 
South l i n e of Grace Tract; 

THENCE S 61°17'34" E 79.62 feet along paid South l i n e to 
center of La Plata River; 

THENCE S 02°30'08" E 204.57 feet along center of said River, 
along East l i n e of Noyes Tract; 

THENCE S 37°58'45" W 97,45 feet along center of said River, 
along East l i n e of Noyes Tract to the Northwest corner of the 
R. Taylor Tract; 

THENCE S 65"09'21" w 240.57 feet along East l i n e of R. Taylor 
Tract to New Mexico Highway right-of-way; 

THENCE N 33-59'41" W 21.16 feet along said right-of-way; 

THENCE S 56°00'19" W 338,34 feet along said right-of-way; 



EXHIBIT "A" 

LEGAL DESCRIPTION 
Page 2 of 2 

TOWNSHIP 29 NORTH, RANGE 13 WEST - SECTION 7 - SW/4 

TRACT 1 (Continued) 

THENCE N 62°59r4i" w 100.00 feet along said right-of-way; 

THENCE S 56°00'19" w 100.00 feet along said right-of-way to 
North line of u. S. Highway 64 (Old Highway 550); 

THENCE Northwesterly along said right-of-way 153.09 feet along 
a curve to the l e f t whose radius i s 3014.79 feet with a chord 
of N 65°23'47n w 153.07 feet to East right-of-way of New 
Mexico Highway 170; 

THENCE N 0B«l8'O8" W 109.15 feet along said East right-of-way; 

THENCE N l S ^ ' S C " E 35.54 feet along said East right-of-way; 

THENCE N 00°52'2O" W 116.98 feet along said East right-of-way; 

THENCE N 15*59'37" E 137.44 feet along said East right-of-way; 

THENCE Northeasterly along said right-of-way 478.52 feet along 
a curve to the l e f t whose radius i s 1819.86 feet with a chord 
of N 24°53'20" E 477.14 feet to the point of beginning; 

The tract as described contains 11.3S acres, more or less; 

Together with a l l improvements situate thereon; 

Together with any and a l l water rights appurtenant to said 
property which have not been heretofore severed from the land; 

Together with a l l o i l , gas or other minerals which have not 
been heretofore excepted, severed or reserved from said land; 

Together with a l l sand, gravel or other similar interest 
appurtenant to said land; 

Subject to easements, exceptions and reservations which are of 
record or which are apparent upon the ground; 

TRACT 2T 

All of gran-tor's right, t i t l e , and interest in and to any and 
a l l real property which Grantor's may own, i f any, in the land 
which l i e s between the east line of the tract of land 
described in Option To Purchase Real Property dated February 
18, 1994 recorded i n Book 1178 at Page 640 of the Records of 
the County Clerk of San Juan county, New Mexico on March oi, 
1994 and the center line of the La Plata River. 



From: Patrick H8garty<patricl(.h»gattyi9syn«rgyorjerattngeom> 
Subject: 8/26,29/13 

Dole: January 23, 2006 3:51 .SO PM MST 
To; Dwight Arthur <darthure®fnsn,<:wT»> 

Cc; Glen Papp ̂ papp$ayriefgyoperflting.com>1 Tom Mulling <t(3m.mullins@Byri8rgyoperating.corfi> 

Dwight: 
I will check to see if we have a Watar sampl* (rom our wells In section 6 of 29/13 
It the slate win give you approval to take the water from our well in section 7 wa will provide you with water barring any unforeseen problem; Ae mentioned one barrel equates ta 
42 gallons. Can you estimate how much watar you will HMd? 

Ws can include a provision in tne OsG gas lease tor thia purpose. 

Be aura to talk to Bill Enenbach at Ihe State Engineer* Office DetOW we take the water sample, ft could ba that tha aata will not allow this, but I am hopeful they will In lhat It truly 
would be a win win arrangement 

Patrick 



Prom: "Dwight Arthur" <darthur6©msn.com> 
Subject: RE: DWIGHT ARTHER 

Dale: March 12, 2008 11:032« AM MDT 
To: "Patrick Hegarty" <patfleK.hec#rty$synergyoperatingcom> 

Patrick: 

I might be wining to lease (not sell) a part of the south end of my 
property if the well was located on th* Stat* Right 01 Way, not on my land. 
In other words I might lease a pat of my land to enable you to meet the set 
back requirements for a well located within Ihe City of Farmington. 

Dwight 
—Original Message— 
From: Patrick Hegarty [inallto patrlCk heoflrtv@3wamvorjeralino.cpml 
Sent: Tuesday. March 11,2008 930 AM 
To: Glen Papp 
Cc: Dwight Arthur 
Subject: DWIGHT ARTHER 

Glen: 

Dwight Arthur said that he Would agree to sell us soma land on the 
south end of his property, but not near the Citys pump station in 
that that land Is suitable for building a structure on. He said his 
south border abuts the state of New Mexico's highway easement and 
would be perfect for drilling a wen 

You might want to call Dwight Of meet Wim Nm to make sure you 
understand what land he is talking about, Hi; phone * ia: 5SB-552S 

Patrk* 



1 

from: Patrick Hegarty <patrick.hagarty®synergyoperating.eom> 
Subject: Rn: DWIGHT ARTHER 

Dflle; March 12.2008 11 ;18:51 AM MOT 
To: "Dwight Arthur •cdartnur6®msn.coro> 
CC; Glen Papp ^papp®»ynergyoperating.corTi> 

Dwight: 

I am forwarding your email on to my partner and Synergy's Operations Engineer in that he handles well placements, Glen Papp will be in touch with you. I am feting your phone 
number for this purpose (598-$S5S). 

Patrick 

On Mar 12,3008, at 11:03 AM, Dwight Arthur wrote; 

Patrick: 

1 migra be willing to lease (not sell) a part ol the south end ot my 
property' if the well was located on Ihe State Right ot Way, not on my land, 
lh Other words I might lease a part of my land to enable you to moot Ihe sat 
back requirements for a weS located within thc City or Farmington. 

Dwight 
-....Original Message— 
From'. Patrick Hegarty frptilllo fiatrick hft?arh<asvnarovooaralino.coml 
Sent: Tuesday. March 11,2008 9:20 AM 
To: Glen Papp 
Cc: Dwight Arthur 
Subject: DWIGHT,ARTHER 

Glen: 

Dwight Arthur SW that ne would agree to sell us some land on the 
south end ot hrs property, but not near the Citys pump Station In 
that that land ia Suitable lor building a structure on. Hs said his 
south border abuts the slate of New Mexico's highway ftftrwinsnl and 
would be perfect for drilling a well. 

You mlgnt went to call Owighi or meat with Nm to make sute you 
understand what land tie is talking aboul. His phone # Is: 59B-552S. 

Patrick 



From: Patrick Hep£rty<pattlck.negarty<9synerg^operaling.̂ ^ 
Sublaet: Ro: DWIGHT ARTHER 

Date: March 14. 2000 4:06:00 PM MOT 
To: Dwight Arthur <darthurefflmsn.com> 
Ce: Glen Papp <grjapp@8ynsrgyoperaiing.C0m> 

Dwight: 

We met this morning concerning dnlling a well on the aoutharn end of your property. Our Engineer. Glen Papp that handles operations said that we would use more of your land 
building a road to the southern location than if the well were placed on the north end ot your property next to the City's pump station. Being that your land around the Cit/a pump 
station ia where you might some day want to build on and a well site would take UP most ot your property in that you said the city would not allow you to build closer than 300 feet 
from the well pad. due to their regulations, it appears that drilling on your land is not a practical option? 

tet me know if the above assessment is not correct. 

I will Call you next Friday to Check UP on the Status of our Farmout Agreement. 

Bed Regards, 
Patrick 

On Mar 12, 2008, at 11:03 AM, Dwight Arthur wrote: 

Patrick: 

I might be willing to leaae [not sell) a part or tho south eixl or my 
propsrry it the well was located on tho State Flight ot Way, not on my Hand. 
In othor words I might lease a patt ot my land lo enable you to meet tha set 
back requirements for a well located within the City of Farmington. 

Dwight 
—Original Message 
Fran: Patrick Hegarty fmailto ratrek heoartv<8svncravooeratlna.com l 
Sent. Tuesday, March 11. sow a-jp AM 
To: Glen Papp 
Cc: Dwight Arthur 
SUPject: DWIGHT ARTHER 

Dwight Arthur said lhat hs would agree to soli us some land on tne 
south end Of his property, but net near the Citys pump station in 
thai that land is suitable for building a structure on. He Baid his 
south border abuts the state of New Mexico's highway easement and 
would be perfect lor drilling a woll. 

You might want to can Dwight or meet with him to make sure you 
understand what land he is talking about. His phone # is: 538-5525, 

Glen. 

Patrick 



From: "Dwight Arthur <flarttiur6@msn.com> 
Reject: RE: DWIGHT ARTHER 

Date: March 14,2008 7:44:02 PM MDT 
To; '"Patrick Hegarty" <patrfck.negarty<Bsynergvoperating corns-

Patrick: 

I am inclined to agree that locating a well on my land is not feasi ble. I 
am really not interested. I will try to get my form ol leases to you before 
next Friday. 

Dwight 

—original Message— 
From: Patrick Hegarty rmaiito.oairick.he9ariygsynergvopmatinrj.comi 
Sent: Friday, March 14, 2008 4:06 PM 
To. Dwight Arthur 
Cc: Glen Papp 

Sublect: Re: DWIGHT ARTHER 

Dwight: 
We met this morning concerning drilling a well on the southern end of 
your property, Our Engineer, Glen Papp that handles operations said 
that we would use more of your land building a road to the southern 
location than if Ihe well were placed on the north end of your 
property next to the City's pump station. Being that your land 
around the Citys pump station la where you might some day want to 
build on and a well site would take up most of your property in that 
you said the city would not allow you to build closer than 300 Ieet 
from the well pad, due to their regulations, it appears that 
dnlling on your land ia not a practical option? 

Let me know iftrw above assessment is not correct. 

I will CBU you next Friday to check up on the status ol our Farmout 
Agreement. 

Bast Regards, 
Patrick 

On Mar 12,2008, at 11:03 AM, Dwight Arthur wrote: 

Patrick: 

I might bo willing to Icnsc (not sell) a part or the south end of niy 
propeity ll the well was located on the State fitght ol Way, not on 
my land. 
In omet words I might leas* a part of my land to enable you to 
moet tho set 

back requirements lor a well located within the City of Farmington, 

Dwight 
Original Message— 

From- Patrick Hegarty tmailtnrffltririk hftnflm/lftBvnflrnvnrwfltinnnnml 
Sent. Tuesday, March 11,2008 9:20 AM 
TO: Glen Papp 
Cc: Dwight Arthur 
Subject. DWIGHT ARTHER 
Glen: 

rjwignt Armur said thai ne would agree to sell us some land on the 
south end of his property, but not near Ihe City^ pum p station in 
tnat that land is suitable for building a structure on. He said his 
south border abuts the siate ot New Mexws nignwey easement and 
would be perfect tor drilling a wall. 

You might want to call Dwigrit or meet with rum to make sure you 
understand what land he is talking about His phone # is. 596-5525. 

Patrick 



From; 
Subjsol: 

DATO: 
To: 

Patrick negarty <patrieK.r»gany(9eynergyQperating com> 
Re: OVWGHT ARTHER 
March 17. 20066:12:14 PM MDT 
Dwight Arthur <aarthureiSman.com> 

Dwight: 

Sounds good We looked again at mapB of your property and it really does not make sense to locate a well on your land it you want to build a home there some dfty. 

Best Regards. 
Patrick 

On Mar 14.2008, at 7;44 PM, Dwight Arthur wrote: 

Patrick-. 

I am inclined to agree that locating a well on my land IB not feasible. I 
am really not interacted. I will try to gel my form a! leases to you before 
next Friday. 

—Original Message— 
From: Patrick Hegarty irriaiito rjatrkik.heqanv^svnerQvciDeratina coml 
Sent: Friday. March u , ?oos 4.oe PM 
To: Dwight Arthur 
Cc: Gten Papp 
Subject Re: DWIGHT ARTHER 

We met this morning concerning drilling a well on UIB southern end OT 
your property. Our Engineer, Glen Papp that handles operations said 
that we would use more of your land building a road to the southern 
location than it tlvs well were placed on the north and of your 
property next to the City's pump station. Being that your land 
around the Clt/S pump station is where you might some dfty want to 
build on and a WBII site would take up most of your pioperty in that 
you said me city would not allow you to build closer than 300 feet 
from the well pad. due to their regulations It appears mat 
drilling OH your land is not a practical option? 

Let me know it the above assessment is not correct 

I will call you next Friday to check up Oh the SUltUS of our Farmout 
Agreement. 

Best Regards, 
Patrick 

On Mar 12, 2003. at 11:03 AM, Owight Arthurwrota: 

I miflht be willing to lease (rat sell) a part of the south end ot my 
property if Ihe well was located on me State Right of Way, not on 
my tand 
In other wards I might lease a part ot my land to enable you to 
meet the set 

back requirements for a well located within the City of Farmington, 

Dwight 
—-Original Message— 
From. Patrick Haqaily|ma|lto;palrck.mgarTy<35y^ 
Sent Tuesday, March IV 2008 9.20 AM 
To: Glen Papp 
Cc: Dwight Arthur 
Subject: DWIGHT ARTHER 

Dwight Arthur said that he would agree to sell us some land on the 
SOUlh end ot his property, but not near the City's pump station in 
that lhat land is suitable for building a structure on He said Ns 
30uth border abuta the State of New Mexico's highway easement and 
would he perfect tor drilling a well. 

Dwight 

Dwight: 

Patrick' 

Glen. 



You might want to call Dwight or meat with him lo make sure you 
understand what land ha is talking about. Hi3 phone # is: L>98-'ji2 

Patrick 



i 

e 
Prom: Patrick Hegarty <patrick.heg£rty<Bsynergyoperating.com> 

Subject: Accounting Predion antldpetud for Mac Donald Orchard wall 
Dnte: April 17, 2008 4:47:00 PM MDT 

To: Dwight Arthur <asrthur6SrnBn.com> 
Cc: Rcki Daly <rdaly@synorgyopBrating.com> 

»• 1 Attachment, S83 KB 

Dwight Arthur 

Attached is a few Accounting sheets that spell out an that ia charges against a royalty interest One exception note noted on these examples is charges for water, Prultiand Coal 
wells take as K)r« as two years to de-water. Typically an Operator win Charge this expanse against all interesi owners in tne same fashion as a gas transportation charge. 

Best Regards, 
Patriot 



Owner's Distribution Statement 
•', Page:."! •• 

Synergy Operating, LLC 

P. O. Box 3513 

Farmington, NM87499S513 

. Statement Date: 03/06/08 
Run No 032/2008 

Below Minimum- Carried Forward: $25.85 

NM0027 Sunray B #4 Pred Prd 

. Productkin-Income 
: Wasatch £nergy 

'..'":• Gas Severance Tax 
Field t.rsns/Low 

Total Income 
Well Expenses 

02#S/0& ORRI Gas Gathering Charges 
Totai Well Expenses 

your Royalty interest This Well 

V790.00MCF @ $7.36867 $13,189.93 X(0.2500000%) 2008/01 
$13,186.93 '8.9544% $-1.097,70 X (0.2SC0000%) 2003/01 

OTH $-631.11 X(O.25C000O%) 5008/01 

$11,161:12 

'$134.12 X(0.28$714O%) 2008/01 

' $S93>69 
( A ' B ) - (C) 

32,08 
-2.74' 
-2,33-. 

27.91'. 

0.44 

0.44 
.27:47 

'•-i-i 

Tax Witnhoiaing Amount. Deducted This Period i;C2 

Ygur Net internet This Run (Below.Minimum Check - Placed lh Suspense) 25.85 

Your Nat Balance After This Run (Below Minimum Amount • placed in Suspense) 25.65 

Suspense Balance (Before This Run) 
Suspense Balance (After This Run) 

5B:36. 
84,21 

3 
•:'5S 
1 
•A 
.1 



» 

Synergy Operating, LLC 

P.O. Box 5513 

Farmington, NM 874995513 

Owner's Distribution Statement 
:•• Pager 1 ' 

1042 

Statement Date? 03/06/08 
Run No 032/2008 

Check Amount: $1271,30 
NM0004. Federals (FTC) Prod Prd 

. Produaion Income 
Wasatch Enorqy 
Gas Severance Tax 51,271.33 

. Field Trarw/LOw 
Total income 
Wdl Expenses 

02/29/08 ORRI Gas Gathering Charges . 
Total Waif Expenses : 
Your Royally Interesi Thia .Well 

2O9;00MCF 

OTH 

$6.08291 . S1.271.33 X (5.9331559%) 2008/Qt 
9,1787% $-106.71 X,(5.93ai559%, 2008/01 

$-108,72/X(5,9351559%) 2008/01 

$1,055,90 

$18,46 X(5.93ei559%) 2006701 

;;::(A-B)'= (C) 
$18.46 

•NMQ005 Crawford 2W2-24.#103. 

Production Income 
• Wasatch Energy 

Gas Severance Tax $3.003;Q7 
• Field Trans/low . . 12W 
Total:income 
Well expanses-•• 

02/20/08 ORRt.Gas Gathering Charges 
Total Well Expenses 

•Your Royally: Interest This :WeS 

493.00MCF 

OTH 

$0.09142 $3,003.07 X (t^SSSZSO1!',) 
9,1787% $v252,10 X (12.4535250%) 

$-288 44 X n 2.4535250%) 

$2,494.53 

$43.54 X (12.4535250%) 

2008/01 
2008/01 
2008/01 

2008/01 

$43.54 
(A-B) = (C) 

NM0020: Federal 23-12-24 #101 : Prod Prd 

75.4.7 
•fi.34 . 
;-6,45 

62.68 

1.10 

1.10 
.61.53. 

373.S9 
-31,40 
•31,84 

310.65 

542 

, 5,42 
305,23 

Production, income 
Wasatch Energy 
•Gas SeveranceTax • $4,713.73 
Field.Trans/Low 

Total Income ' 
Well Expenses' 
02/29/08 ORRI Gas Gathering Charges . 
Topi Well Expenses 

Your Royalty interest This Well : 

779,00MCF 

OTH 

$6.05100 : . $4,713.73 X (5.8361559%). 
S,1787?4 $.395 47 X(6 0301550%) 

$-405'.21 X (5 9361559%) 

2008/01 
2008/01 
2008/01 • 

$3,313.0$ 

$68.87 X (5 9381559%) 

S68.87: 

2008/01 

( A - 3 ) - (C) 

279.81 
•23.48 
-24,05 

232.28 

... 4.08 

4.09 
228.1 S 

NM0021 Crawford 29-.T2-24 0102 prodPrd 
Production income. • 
• Wasatch Energy .• 
•. Gas Severance Tax • 

•• Field. Trafis/Low 
Total income . 

• Well Expenses 
02/20/03 . ORRI Gas Gathering Charges 
Total Well Expenses 

Your Royalty Interest This Wen 

.811.00 MCF © $6.47399 $5,250.41 X(1?..4535250%) 
$5,250 41 3.1787% $-44352 X{i2,4536250%) 

OTH $-421.62 X(l2,4635250Vfr) 

"eooe/or 
2008W 
.2008/01 

$4,335,57 

. $71.06 X (.12:4535250%) 2003/01 

$7i;06 
(A-B) = (C) 

6S3.8B 
-55.20 
-52,51 

546 15 

8.85 

885 
•537.30 



Synergy Operating, LLC 

July 16, 2008 

Nancy J. Arthur, Trustee 
THE DWIGHT D. ARTHUR REVOCABLE TRUST 
P. 0. Box 230 
Kirtland, NM 87417 

Re: Offer To Lease Your Trust's Minerals 
Township 29 North, Range 13 West, 
Section 7 - NESW San Juan County, NM 

Dear Mrs. Arthur: 

Your Trust owns 11.35Acres of minerals in Section 7, T29N, R13W, San Juan 
County, New Mexico. See attached Exhibit "A". 

Synergy Operating will be drilling a gas well that will include your Trust's minerals 
and are offering the Trust $1,710.00 for an oil and gas lease with a three-year 
term that includes a 15% royalty obligation. 

Enclosed please find three copies of our oi! and gas Lease. Please sign in the 
presence -of a Notary Public, returning two copies in the envelope provided. We 
will send the Trust a check for $1,710.00 within ten days of our receipt of the 
signed oil and gas lease. 

If you prefer, you may stop by our office for we have a Notary who can 
acknowledge your signature. Our address is 3510 Messina Drive, which is 
directly across the street from San Juan College off of college boulevard. Fee) 
free to call my cell number: 303-6431 for further directions. Or; if preferred, we 
can send a Notary to your house to deliver you the check and pick up the oil and 
gas lease. Whatever you want to do in this regard is fine with us. 

Sincerely, 
Synergy Operating, LLC 

Patrick Hegarty 

PO Box 5513 
Farmington, NM 87499 

(505) 325-5449 
Fax (505) 566-3750 

Arthur OGL Ltr 



Synergy Operating LLC 

Authorization for Expenditure 

MacDonald Orchard 29-13-7 #109 

Drill, complete & equip 1100' Fruitland Coal well 

Location: T29N-R13W, Sec 7, U/L: E or F County: San Juan 

Operator: Synergy Operating 

State; NM 

5604 Installation 
5617 Contract Services 

TOTAL facility Costs 

JArfWiMJ1* ' ILxV^^mdi^Sl i&tMss^M**^ W^iKtii^-^~$SEP i~Ki/&& c'̂ tf**!-WaSS??* IviW 6cA"Ji 

115,000.00 
20,000.00 

135,000,00 

4403 
4408 
4409 
4411 
4412 
4415 
4418 
4423 
4424 
4430 
4435 

Completion Rig 
Stimulation Treatments 
Completion Fluids 
Trucking 
Equipment Rentals 
Logging & Perforating 
Completion Supervision 
Water to Disposal 
Air Package & 
Flowback Iron 
Portable Toilet 

TOTAL Intangible Completion 

13,000.00 
65,000.00 
8,000,00 

10,000.00 
6,000.00 

12,000.00 
4,000.00 
3,000.00 
6,000,00 
4.000.00 
1000.00 

132,000.00 

3300 
3301 
3303 
3304 
3308 
3311 
3312 
3315 
3318 
3321 
3324 
3326 
3331 
3333 
3338 

Site Access - Survey & Staking 
Site Access -
Rig Mobilization 
Drilling - Footage 
Mud & Additives 
Water to Rig Pit 
Equipment Rental 
Openhole Logging 
Drilling Supervision 
Cementing - Drilling 
Water/Mud to Disposal 
BOP Rental 
Safety Svc/BOP Testing 
Anchors Sets & Test 
Casing Crew 

£54 

2,000.00 
20,000.00 
4,000.00 

40,000.00 
4,000.00 
5,000,00 

20,000.00 
5,000.00 
4,000.00 

21,000.00 
25,000.00 
3,000.00 
1,500.00 
1,000.00 
3,000.00 

EXHIBIT P 
IS 



TOTAL Intangible Drilling 158,500.00 

TOTAL Tangible Completion 

3419 Surface Casing & 
3425 Wellhead 

TOTAL Tangible Drilling 

5601 
5502 
5503 
5504 
5506 
5507 
5508 
5510 
5511 
5515 

Sucker Rods & 
Valves & Fittings 
Downhole Pump 
Pumpjack & Base 
Flowline 
Separators 
Storage Tanks 
Engines & Motors 
Metering Equipment 
Noise Abatement 

TOTAL Tangible Equipping 

TOTAL COST ESTIMATE 

3.0OO.0O 
6,000.00 

24,000.00 

4,000.00 
2,000.00 

6,000.00 

8,000.00 
15,500,00 
4,000.00 

18,000.00 
100,000.00 
10,000.00 
14,000.00 
8,000.00 

12,000.00 
5,000.00 

194,500.00 

650,000.00 

Date: 

Accepted By: 
Signature 

Print Name .A 

May 5,2008 


