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 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(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 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 Fruitland Coal formation underlying
Lots 1-4 and the E2W' (the W'%) 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 SEVANW Y of Section 7.

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

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

0il Conservation Division
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Santa Fe, New Mexico 87504

Dwight D. Arthur Revocable Trust 11.350 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 rules, applicant requests that a 200% risk charge be assessed
against non-consenting interest owners.

(8) 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.

) Applicant requests that it be designated 6perator of the well.

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

§6-29N-13W

XTO Energy Inc.

Suite 2000

810 Houston Street

Fort Worth, Texas 76102

Synergy Operating, LLC
§1-20N-14W ’
Dugan Production Corp.

P.O. Box 420
Farmington, New Mexico 87499

§12-29N-14W
Dugan-Production Corp.

§13-29N-14W
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XTO Energy Inc.

§18-29N-13W
XTO-Energy Inc.

Merrion Oil & Gas Corporation
610 Reilly Avenue
Farmington, New Mexico 87401

BV §7-29N-13W
Synergy Operating, LLC

VERIFICATION

STATE OF NEW MEXICO )
o ) ss.
COUNTY OF SANJUAN )

Patrick Hegarty, being duly sworn upon his eath, deposes and states that: He is a
landman for Synergy Operating, LLC; 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 knowl“edge, information, and belief.

SUBSCRIBED AND SWORN TO before me this 2 (5% day of August, 2008 by
Patrick Hegarty. ‘
Ly

My Commission Expires: S\ 25, 20]] //mf/\/ z/«w/;{//;ﬁ')?zm
o - Notary Bublic [

S

) JENNFERTHOMASON |

Notary Public
" State of New Mexico 19
My Commission Expires_2-25-7/ @




DISTRICT I
1825 N. Fremch Dr., Hobba, N.M. B8240

ESOI % éru.nd Avenue, Artesia, N.M, 88210

DISTRICT I
1000 Rio Brazos Rd., Astec, NM. 87410

Energy, Minerals & Nastural Resources Depmriment

DISTRICT 1Y
{220 8. St. Frauncis Dr., Santa Fes, NM 87605

WELL LOCATION AND ACREAGE DEDICATION PLAT

i)

State of New Mexico

OIL CONSERVATION DIVISION

1220 South St. Francis Dr.
Santa Fe, NM 87505

Form C-102
Revigsed October 12, 2005

Submit to Appropriate District Office

State lLease - 4 Copies
Fee Lease - 3 Copies

(] AMENDED REPORT

'AP1 Number *Pool Codo *Pool Nams
71629 BASIN FRUITLAND COAL l
¢ Property Code ®Property Name ¢ ¥oll Numbor :
MACDONALD ORCHARD 29~13-7 109
*OGRID No. #Operator Name * Blevation
183458 SYNERGY OPERATING, L.L.C. 5270 |
' Surface Location
UL or lot no. Section | Township Range Lot Idn Feot from the North/South line | Feet from the Rast/West line County
F 7 29N 13W 19186’ NORTH 718’ WEST SAN JUAN
Y Bottom Hole Location If Different From Surface
UL or lot no. Seotion | Township Range Lot Idn Feel from the North/South line | Fest from the East/Wost line County
EiDed.lca!od Acres  Joint or Infifl " Conaolidation -Code % Order No.
Acres - (W/2) _

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
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EXHIBIT |,

7 OPERATOR CERTIFICATION

I horuby certify that the information contained herein
4y trus ond complete lo the bett of my knowledge and
beitaf, ond that this organination either ouny a
working tndrrurt or unleased mineval infersst in the
land tnoluding the propossd bolfom hole location or Aar
o right to drill this wall at s looatlon pursucnt to o
condract with an cumer or o cempulsory pooling order
hmtaj\m mt-ndbvthnwm

’»’4 .....
AN 0 Logn (/Y40
Signature Date
neen (), PAP@
Printsd Name

18 SURVEYOR CERTIFICATION

1 hereby ceriify (hat the well oatlon shown on (M plad
wasr plotied from fald notes of aotual surveys mads by
ma or under my supervirion and that tAs some da frus
and oorrect to the bext of my beilef.

JUNE 3, 2008

Date of Survey

sl Surveyor:

ture and Beal of Prok
ﬁ@ -~ {// ﬁ 44&2) ng(/-

.

RUSSELL
10201

DAVID
Certitionte Number




T29N R13 W SECTION7 4/7/2008
STAND-UP PLAT
TRUNCATED SECTION - TOTAL ACRG IN SEC. 499 A
TOT1 T ~JNMI17580
, BAYLESS
INWNWNE
W2SWNWNE POWERS 40 A
115 A POWELL
25 A
'WNE 40.00 A NENE 4000 A
|POWERS 40 A
1/2 POWERS - 20
SHORT 1/2 BLAKE HEIRS-20
SECTION
SWNW-E |swne-s 40004  {SENE-H 40.00 A
LOT 3 POWERS 9.1275
479 A
McDONALD FAMILY
ETC.
NESW-K 4000A |NWSE-Z7  4000A  iNESEI 40.00 A
McDONALD FAMILY
ETC.
SESW-N 40004 |swse-o 40004  isEse-p 40,00 A
E/2
w/2

TOTAL ACRES

320.0000
179.0000
499.0000
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| h PO Box 5513
. : Farmington, NM 87499
Synerdy Operating, LLC 03 925 54
y“ ' p 9 ' Fax (505) 566-3750
June 19, 2007 ‘
Dwight D, Arthur, Trustee - 505-598-5525
P. O, qu 230

Kirtland, 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 own 11.35Acres of Mineral Rights in
Section 7, T29N, RI3W, San Juan County, New Mexico,

Synergy O-per'aﬂng 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 16% royalty interest, and o bonus of $150.00 per acre
for a paid-up lease,

Enclosed please find three copies of an Oil and Gas Lease. If 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 Callege
Quality Center for Business, 5101 College Blvd. You can sign the Jease 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. Tt 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, if there is from 100 to 200 thousand cubic feet of gas per day produced,

If 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, ¢an be reached at 334-4993,

Sincerely,

Synergy Operating, LLC

Y

DOF‘OThy Winep
Lease Analyst

EXHIBI




Subject: Farmout Agreement

From: Patrick Hegarty <patrick.hegarty @synergyoperating.comz
Date: November 21, 2007 10:48:24 AM MDT

To. Dwight Arthur <darthuré@msn.com>

Dwight;

We apparently got cut off during our last telephone conversation. 1 hope you received
the telephone message that | left on your answering machine.

The attached Farmout Agreement is a very simple one that we have used oftan. 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 Thanksgivin
Patrick :

Patrick Hegarty

Principal _

Synergy Operating, LLC

Direct: 505-334-4993

General: 505-325-5449

Fax; (505) 566-3750,

Cell; 505-330-6431

Email: patrick.hegarty@synergyoperating.com

Maifing Address:
P.O. Box 5513 .
Farmington, New Meaxico 87499

Strest Address:

Quality Business Center

5101 College Bivd.

Farmington, New Mexico 87402



PO Box 5513

Farmington, NM 87499

(505) 325-5449

\ o Fax (505) 566-3750

. .

Synergy Operating, LLC

55, \\’}

Dwight D. Arthur, Trustee 3}) 9")8/ November 21, 2007
P. O. Box 230

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:

Purs@ml to your request, Synergy Operating, LLC ("Synergy”) hereby proposes
to farmin your possible mineral interest (“your Minerals™) involved in the production of
hydrocarbons, subject ta 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. " Iif 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, o 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 eam 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% royaity interest delivering to Synergy a seventy five percent (75%) net revenue
interest. ‘

After the establishment of preduction of hydrocarbons which resuit 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
Letter Agreement

4. Concerning proportionate reduction; a Spacing tUnit for a well drilled under
this Letter Agreement will include tands other than your Minerals and as such your
royalty interest will be the proportionate part respeclively 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 weli by the
New Mexico Qil 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;

Dwight D, Arlhur, Trustee 505 SHA S525




EXHIBIT "A"

Page 1 of 2
LEGAL DESCRIPTION

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

IRACT 1.
11.35 acre tract of land, more of less, in Section Seven (7
Township Twenty Nine 52 ) North, Range Thirteen (13) West, N,

M. P. M. Farmington, Juan cOunty, New Mexict Wore fully
desceribed as follows:

BEGINNING'S 66°34'57% E 507.34 feet from the West Quarter (%)
Corner of said Section 7, said point of beginning baing the Sw
corner of City of Farmington Tract and East right-of-way line
of New Maxico Highway 170; '

THENCE 8 61°17’34" E 355.76 feat along said City Tract;
THENCE 8§ 28°42’26" W 75.00 feet along said City Tract;
THENCE 8 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°17734" E 124.26 faet along said City Tract;

THENCE N 28942726" E 25,00 feet along said City Tract to
South line of Grace Tract;

THENCE & 61°17’34" E 79.62 feet along said South line to
center of La Plata River;

THENCE & 02°30/08" E 204.57 feet along center of sald River,
along East line of Noyes Tract;

THENCE $ 37°58745" W 97.45 feet along center of sald River,
along East line of Noyes Tract to the Northwest corner of the
R. Taylor Tract;

THENCE S 65°09’21" w 240.57 feet along East line 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 rlght—of*way,




EXHIBIT “A"

Page 2 of 2

LEGAL DESCRIPTION

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

TRACT 1 (Continued)

THENCE N 62°59741" W 100.00 feet along said right-of-way;

THENCE S 56°00°19" W 100.00 feet along sald right-of-way to
North line of U. 5. Highway 64 (0ld Highway 550);

THENCE Northwesterly along said right-of-way 153.09 feet along
a curve to the left whose radius is 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 0B°18'08" W 109.15 feet along said East right-of-way;
THENCE N 13°83'56" E 35.54 feet along said East right-of-way;
THENCE N 00°52720" W 116.98 feet along said East xight-of-way;

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

THENCE Northeasterly along said right-of-way 478.52 feet along .

a curve to the left whose radius is 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 11.35 acrog, more or less;

Together with all improvements situate thereon;

Together with any and all water rights appurtenant to said
property which hava not been herstofore severed from the land;

Together with all oil, gas or other minerals which have not
been heretofore excepted, severed or reserved from said land;

Togethexr with all 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;

TRAC

All of grantor’s right, title, and interest in and to any and
all real property which Grantor’s may own, if any, in the land
which lies 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 cof 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,



From: Patrick Hegarty «patrick. hagany@synergyoperating.com
Subject: 8/26, 2213
Date: January 23, 2008 3:51:50 PM MST
To: Dwight Arthur <danhurémsn.com:
Ce: Glen Papp <gpapp@synargyoperating.coms, Tom Mulling <tom.mulline@aynargyoperating.coms
Dwignt:
1 will chack to zee if wa have a wabar sample from our wells In saction 8 of 2813

| It the state wilt glve you approval 1o take the water from our well in saction 7 we will provida you with water barring any unforeseen problems. Az merntioned one bame! equates 1o
| 42 gallons. Can you estimats how much water you will nsed?

Wa ¢an include a provision Inthe Q&G gas lasae tor this purpose.
Be sura o talk to Bill Enanbach At the Stals Enginesrs office Defore we take the water sampla. hcould be that the sate will not allow this, but | am hopeful they will In that it truly
would be a win win arangement

Patrick




From: “Dwight Arthin® <dartwr6® mencons
Rublect: RE: DWIGHT ARTHER
Oale: March 12, 2008 11:03:24 AM MDT
To: “Patrick Hegarly" <patrick.hagarty @ synergyoperating.com:

Patrick:

1 migrt e willing to lease (nat setl) a part of the aouth end of my
property  the wall was located an thé Stale Rignt of Way, not an my land.
in ather wards | might lease a part of my land to anabls you to meat the sat
back requiremerts for a well located within the City of Farmingten.

Dwight

——-Originl Measage——-

Fram: Patrick Hagarty [malle. 2
Sant: Tuesday, March 11, 2008 9:20 AM

To: Glen Papp

Cc; Dwight Arthur

Subject: DWIGHT ARTHER

Glen:

Dwight Arthur said that he would agree 1o sell us some land on the
gouth 6nd of his property, but not naar the City's pump station n

that that land is sutable for building a atructurs ort  He sald his
gouth border abute the atate of New México's Nighway eassment and
would ba perect for drliing a well.

You, might want 1o call Dwight of inest with him o makse sura you
undaretand what land he i2 talking abott. His phone ¥ is: 598-5525.

Patrick




From: Patrick Hagarty <patrick.hagarty @synargyoparating.comes
Subject: Ra: DWIGHT ARTHER
Oole: March 12, 2008 11:18:51 AM MDT
To: "Dwight Ardiwr” <cdarthur6@msn.com:
Ce: Glen Papp <gpapp@synergyaperating.coms

Dwight:
| am forwarding your amail on to my partner and Synargy's Operations Enginear in that he handies well placements, Glen Papp will be in touch with you. | am fisting your phone
number for this purpose (S98-5525).

Patrick

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

1 might be willing to lease {not seil) a part of the sGULh end of my
property if the well was located on the State Right of Way, not or my land.
In olher words 1 eight lense a part of my land to anable yau (o meol the st
nack requiraments for a welf loceted within the Cily of Farmington,

Dwight

weeu(PNigNal Mesaaga-—-

From: Patrick Megarty [ ¥

Sent: Tuesday. Maigh 11, 2008 9:20 AM
To: Glen Papp

Cc: Dwight Arthur

Subject: DWIGHT ARTHER

Glar:

Dwight Arthir sid that he would agree to sell us some lard on the
solth eng of his property, but not near the Gily's pumn stalion In

that that land ia suitable for buitdng & structure on. He said his
south border abuts the state of New Mexico's highway ansement and
would ba pettact for drilling a well.

You migit wan to call Dwight or meet with him to make suie you
understand what land ho is talking aboul. His phone # i8: 598-5525.

Patrick




From: Patrick Hegarty <patrick.negany@synergyoperating.com:
Sublect: Re: DWIGHT ARTHER
Date: March 14, 2008 4.06:00 PM MDT
To: Dwight Arthyr <darthurB@man.coms
Ce: Glen Papp «gpapp@synargyoparating.com:>

Dwight:
We met thiz morning conceming drilling a well on the southern and of your property. Our Enginear, Glen Papp that handles operations said that we would use more of your landg
buikiing a road to the eouthern focation than if the wall were placed on the north end of your property next 1o tha City'a pump station. Baeing that your land around the City's pump

gtation is where you might some day want to build on and a well site would take up mast of your praparty in that you said the city would nat allow you to build closar than 300 faat
from the well pad, due to their regulations. it appears that drilling on your land is not a practical option?

Let me know if the abova assessment is not correct.
1 will calt you naxt Friday to check up on tha gtatua of our Farmout Agreamant.

Besgt Aegards,
Patrick

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

t might be willing to lease {not sall) a part of thiz sauth et of my
property if the well was located on the Stale Right of Way, not on my lang.
In 6ther words | might lease a part of my land 1o enable you to meet tha st
hack requirementa for a well located within the City of Farmington.

DOwight

—--Originat Mosgageer«-.

From: Patrick Hegarty [[mai 3
Sont, Tuesday, Margh 11, 2008 920 AM

Tu: Glen Papp

Ce: Dwight Arthue

Subject: DWIGHT ARTHER

Glen,

Dwight Arthur said that he would agree 1o soll us some 1and on the
south end of his property, but not near the City's pump atation in

hat that tand is suitable for building a structure on. He said his
squth border abuts tha stata of New Mexico's highway sasement and
would be parfect for drillirkg a wull.

You mighl want to cah Dwight of maat with him to make aura you
ungerstand what land he is talking abowt. His phone # is: 698-5525.

Palrick




Framy: *Dwight Athur' <darthuré@msn.comy>
Subfect: RE: DWIGHT ARTHER
Date: March 14, 2008 7:44:02 PM MDT
To: "Patrck Hegany" -matnck negany@synefgyoperaﬂng coms

Patnck

1 am inclined to agree that locating a well on my land is nat fessible. |
am raally not interasted. | will by to gel my form of [wazes o you telore
next Friday.

Dwight

—--Original Message——-

From: Patrick Megarty [mallto.oalrick. heqany@synergyoperating.coml
Sart: Friday, March 14, 2008 4:08 PM

To. Dwight Arthur

Ce: Glen Papp

Subject: Re: DWIGHT ARTHER

Dwight:

We met this morning concerming dnliing a well on the southern end of
your proparty, Qur Engineer, Glan Papp that handlas gparationg said
that we would uge mere of your land building a road to the southem
locagion than if the well ware placed on the north end of your

property riexd Lo the City's pump station. Being that your land

anound the City's pump gtation 1 whare you might goma day want to
build on and a well zite would $ake up most of your property in that
you said the city would not allow you to build closer than 300 fest
from the wedl pad, due to thelr regulations. It appears that

grilling on your land is not a prectical option?

Let me know ifthe above assesament IS not correct,

| will gall you next Friday to check up on the statig of our Farmout
Agresment.

Basgt Aagards,
Palrick

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

| might be willing to Ieuse (mot sell) a part of the south end of my
propatty it the well wag logated on the State Fught of Way, not on
my land.
In other words | might toase a part of my land Lo enable you to
meset the set
Kack requirements: tor a well tocated within the City of Farmington.

Owight

——-Drxiginal Megzaga-----
From: Patrick Hegarty (M3 DAt Qart
Sent. Tuesday, March 11, 2003920 AM
To: Glen Papp

Ce: Dwight Arlhur

Gubject. DWIGHT ARTHER

Gilen:

Dwight Arthur eaid thal ha would agree to sall us some land on the
sputh end of his proparty. but not near the City's pump station in

that that land is suitable for building a structure on. e said his
south border abuts the slate of New Mexico's hignway easamant and
worild bé pertect tor driling a walt.

You might war? to ¢all Dwighl of meet with Him to make sure you
underetand what land he is tatking about.  His phone # i5. 598.5525,

Patrick




Froin;  Patrick Hegary <patrick.negarty@synergyoparating.com:
Subjeol: Re: DWIGHT ARTHER
Date: March 17, 2008 6:12:14 PM MDT
To: Dwignt Athur <darthurg @ men.comz

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

Besl Regards,
Patrick

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

1 am inclinod to agree that locating & well an my land is nat feasible. !
A really not imerasted. 1 wil try to get my form of leases to you before
next Friday.

Dwight

«==--QOriginal Message—~---

From: Patrick Hegarty [miato:panck. hegany e avneravoneraling.cam)
Sard: Fricy, March 14, 2008 4:08 PM

Ta: Dwight Arthur

Cc: Glen Papp

Subject Ae: DWIGHT ARTHER

Dwignt:

We met this morning concerming drilling a well on the southern end of
your praparty. Our Engineer, Glen Papp that hanales operations saks
that we would usa more of your land building & road to the: fouthem
location than it i well wete placed on the north and of your

praperty next tn the City's pump station. Baing that your land

around the Cily's pump station is whare you might some day want 1o
bulld an and a well site would take up most of your property In that
you said the city would not allow you to build cliser than 300 teet
from the well pad, due 10 thelr reguiations. it Appears hiat

drilling on your land ig not a practical option?

Let re know if the above asaassment is not corract.

1 will call you next Friday to check up on the slatus of cur Farmoint
Agreament.

Bast Regards,
Patrigk

On Mar 12, 2008. at 11:03 AM, Dwigrt Arthur wrats:
Patrick

1 might be willing o leasa {nol sell) a part of the souUth end of my
prapady ifthe well was located on the State Right of Way, not on
my tand.
In other words | might lease a pan of my land to enabla you to
meet the sat
back requirements far a well locatad within the Gity of Farmingtan,

Dwight

-—-Original Message--—

Fram. PAlricK Hagaity | ¥

Samt' Tuesday, March 14, 2008 9:20 AM
To: Glen Papp

Cc: Dwignt Arthur

Subject: DWIGHT ARTHER

Glen.

Dwight Arthuir said that e would sgres 1o esil ua some land on the
soulh endg of his property, but not near the Glty's pump atation in

that that tand is euttable for building a strusture on. He said ris
aouth bordor abuty the state of New Mexico's highway eagamart and
would be pertect tor oriing & well.




You might want to call Dwight or maat with him 1o maka sure you
undarstand what land he ig talking about. Hiz phone # is: $98-5425,

Patrck




From: Patrick Heganty <patrick.hegany@synergyoperating.com>
Sublact: Accounting Practicee anticipated for MacDonald Orehard well
Date: April 17, 2008 4:47:00 PM MDT
Yo: Dwight Arthur <darthuré®@msn.com>
Ce: Ricki Daly =rdaly @syrergyoperating.com>"
» 1 Attachmert, 583 KB

Dwight Arthur;
Attached i a few Ascounting sheets that spell out ail that is charges against & royalty interest One excaption note noted on these exarmples is charges tor water, Fryiiang Coal
wells take as iong a3 two years ta da-water. Typically an Oparator will charga this expanse aganst all interest owners in the same fashion as & gas transportation charge.

Best Regards,

Lwight Anh,..pdf (333 KE)

Patrick




Owner s Distﬂbution Statement;'f L

s :‘Synergy Operatlng, LLC
; ;.":P 145 Box 5513 ‘
g Fannfnyton, NM’ 874995513

Statement Date 03/06/08
T C I ROR No' 032!2008
- Below:Minimium. Camed Forward~ §26'85

L Prod Prd
" Production-tncome 3

" -iWasatch Enargy 1.790.00MCF @  $7.36867  $13,189.93 X{0.2500000%) 200801
. Gas Severance Tax §13,180.93 '8.9544%, -§-1,087 70 X (0 2500000%) 200801
Fiald Trans/low OTH 593111 X(0:2500000%) 200801
Tota! income $11,16112
" Well' Expenses S .
0226008  ORRI CGas Gathening Charges. y $154.12. X(0.2857140%) 2008/01
Totat Welt Expensaa " $693,69 4
Your Royalty imterest This Well (A<B)= () VA
B
7. Tax Withhataing Amount Decucted This Period 162 3
. “Your Nat intarast This Run (Below Minimum Check - Placed )i Suspense) 25,85 -
Your Nat Batarice ARer This Run (Below Minimum Amount - Placed in Suspsnse) T5.65
Suspense Batance (Baifore This Run}j 5836 Y
Suspange Balance (Afler This Run) ' 84.23
B
i
g
g

&5

e

TR

s

SN

RPN



o f,,owner_s Dlstnbutlon Statement-,f‘

Synergy Operalmg, LL,C
PO;Box 5613 R
Farmmgton, NM 874995513 Lo

T RuiNo 03220080
- heckAmount. $127‘t 30'5‘;.__’*._ PR

- Production Incoma .
. Wasaich Enprgy
. Gag Qeva'anoe Tax :
FlEld Tram/t.ow

Total fhcome’ - .

WeﬂExpemses AT

: 02/29/08 ORRI Gas: Gathemg Chargss

- Totat Wall Exponses, "’ :

Your Royalty [mamsi “Thie W, . s
| NMOG0S 1 Crawior 29:12:20. 8008 -

: Pfoduclmﬂ !ncoxne
. Wasatc Energy
| Gag Séverance Tax

L Fm!oTranleow oL
.I.. Total Incone:
Wl Expensas

- {02/20/08 " :ORRI. Gas Gathenng Charges

- TolalWeHExpanses S
B Your Roya!ty Intoreat Thia! Wall

Nmooew R Federa} 2942-24#101

L §30050T <

Pwducmm lnoome v
Wasalch Energy
".Gas Saverance Tax
Fleid TrsnsILow
Total lnc-ume .
[ Welk Expenses !
'02129108 ORRI Bas Gatheﬂnq Charge R
. Total Wel Expenses A

Your Royalty lmwest Tms We!l S e
’ ~NM0021.- - cmwiom 29 12 24 #1 02

Producbon Income :

" WasatchiEnergy i

. Gas Severance’ Tax ' T EH250.41

Fhﬁd Trams/an ’ R
Total fncome -

L Well Expenses ol Lo

...'02129(08 ORRI Gas Gathenng Chargos L

. TotalWeIlExpenses SRR S
. YourRoyalU |meresnn|sw-an e




PO Box 5513

vssmergy Operating, LLC o o sisian

July 16, 2008

Nancy J. Arthur, Trustee

THE DWIGHT D, ARTHUR REVOCABLE TRUST
P. Q. Box 230

Kirttand, 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 munerals 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

Sl

Patrick Hegarty

Arthur QGL Lir




PO Box 5513
Farmmgton, NM 87499

Synergy Operating, LLC - e 00 S25 3430

Dwight D, Arthur, Trustee : 505-598-5525
P. Q. Box 230
Kirtland, 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 own 11.35Acres of Mineral Rights in
Section 7, T2IN, RI3W, San Juan County, New Mexico.

Synergy Oberqﬂng 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 o bonus of $150.00 per acre
for a paid-up lease,

Enclosed please find three copies of an Oil and Gas Lease. If acceptable, sigh 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 aur office here at the San Juan College
Quality Center for Business, 5101 College Blvd, You can S|gn 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. It could take as much as two years for a
coal-gas well fo 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
ménth, if there is from 100 to 200 thousand cubic feet of gas per day preduced,

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

Sincerely,

Synergy Operating, LLC

A, Uiners

DOF‘DThY Winep
Lease Analyst




Subject. Farmout Agreement

From: Patrick Hegarty <patrick. hegarty@synergyoperating.com:
Date: November 21, 2007 10:48:24 AM MDT

To: Dwight Arthur <darthuré@msn.com>

Dwight;

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

The attached Farmout Agreement is a very simple one that we have used oftan. Know
that you do not Warrant Title, which will allow you to go ahead when you are ready and
Quist 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 Thanksgivin
Patrick .

Patrick Hegarty

Principal ,

Synergy Operating, LLC

Direct: 505-334-4993

General: 505.325-5449

Fax; (505) 566-3750,

Cell: 505-330-6431

Email: patrick.hegarty@synergyoperating.com

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

Strest Address:

Quality Business Center

5101 College Bivd.

Farmington, New Mexico 87402




PO Box 5513

Farmington, NM 87499

(505) 325-5449

\ S Fax (505) 566-3750

5€f"‘§ \V

Dwight D. Arthur, Trustee 9”)81 November 21, 2007
P. 0. Box 230

Kirtland, NM 87417

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

Dear NMr. Arthur:

Pursx@n 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 0 |
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 eam 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% royality mterast delivering to Synergy a seventy five percent (75%) net revenue
interest.

After the estabhshment ‘of production of hydrocarbons which result in your receipt of
royalty, you agree to retumn, 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
Letter Agreement

4. Concemning proportionate reduction; a Spacing Unit for a well drilled under
this Letter Aareement will include lands other than your Minerals and as such your
royalty interest will be the proportionate part respectively equal to the ratio betwesn 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 Qil 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 enveiope.

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:

DOwight O, Arihur, Trustes 505-588-5525




EXHIBIT "A"

Page 1 of 2
LEGAL DESCRIPTION

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

TRACT 1.

11.35 acre tract of land, more of less, in Section Seven (7
Township Twenty Nine (29) North, Range Thirteen (13) West, N.
M. P. M. Farmington, "Sah Juan County, New Mexic® more fully
described as follows:

BEGINNING S 66°34'57% E 507.34 feet from the West Quarter (%)
Corner of sajid Section 7, said point of beginning heing the Sw
corner of City of Farmington Tract and East right-of-way line
of New Mexico Highway 170; : o

THENCE 8 61°17/34" E 355.76 feet along said City Tract;

THERCE 3 28°42’'26" 75.00 feet along said City Tract;

THENCE N 28°42'26"

W

THENCE 8 61°17‘34" E 160.00 feet along said City Tract;
E 75.00 feet along said City Tract;
E

THENCE S 61°17734" 124.26 faet along said City Tract;

THENCE N 28942°26" E ' 25,00 feet along said City Tract to
South line of Grace Tract;

THENCE & 61°17/34" E 79.62 feet along said South line to
center of La Plata River;

THENCE & 02930/08" E 204.57 feet along center of said River,
along East line of Noyes Tract;

THENCE 5 37°58/45" W 97.45 feet along center of said River,
along East line of Noyaes Tract to the Northwest corner of the
R. Taylor Tract;

THENCE 8 65°09/21" W 240.57 feet along East line 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 5 56°00/19" W 338.34 feet along said right-of-way;




EXHIBIT "A"

Page 2 of 2
LEGAL DESCRIPTION

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

TRACT 1 (Continued)
THENCE N 62°59741" W 100.00 feet along said right-of-way;

THENCE S 56°00719" W 100.00 feet along sald right-of-way to
North line of U. §. Highway 64 (Old Highway 550);

THENCE Northwesterly along said right-of-way 153.09 feet along
a curve to the left whose radius is 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 08°18’08" W 109.15 feat along said East right-of-way;
THENCE N 13°53'56" E 35,54 feet along said East right-of-way;
THENCE N 00°52720" W 116.98 feet along sald East right-of-way;
THENCE N 15¢59/37" E 137.44 feet along sald East right-of-way;
THENCE Northeasterly along said right—of-way 478.52 feet along .
a curve to the left whose radius is 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 11.35 acres, more or less;

Together with all improvements situate thereon;

Together with any and all water rights appurtenant to said
property which have not been herstofore severed from the land;

Together with all oil, gas or other minerals which have not
been heretofore excepted, severed or reserved from said land;

Together with all sand, gravel or other similar interest
appurtanant to sald land;

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

TRAC

All of grantorx’s right, title, and interest in and teo any and
all real property which Grantor’s may own, if any, in the land
which lies 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.




From: Pairick Hegarty <patrick. hegarly @synergyoperating.coms : . |
Sublect: 826, 2013

Date: January 23, 2008 3:51:50 PM MST |

To: Dwkht Atthur <garthuré@msn,coms |

Ce; Glen Papp -:gpapp@synergyoperatlrg coms, Tom Mulling <tom. mullma@symrgyoperatmg oM |

leght
{ will chack to ses if we have a water sampis from our welis In section 8 of 2813

It the state wi glve you approval 1o take the water from our well in section 7 we will provide you with water barring any urforeseen problems Ag mentioned one bamel equates tg
42 gallong. Can you eatimata how much watar you will nesd?

Wa can include a provision In the Q%G gas 1eaga tor this purposa.

Be sura to talk to Bil Enanbach &t (he State Enginesrs office petore we take the water sample. tcould be that the sate will not allow this, but | am hopeful they wiil In that it truly
would be a win win arangement.

Patrick




Erom: "Dwight Athur® <darttns6@men coms
Subject: RE: DWIGHT ARTHER
Dale: March 12, 2008 11:03:24 AM MDT
To: “Patrick Hagarty” <patrick hegarty@synergyoperating coms

Patrick:

1 migrt be willing to lease (nat setl) a part of the south snd of my
property if tha wall was located an the Stale Rignt of Way, not on my land.
In ather warda | might lease a part of my land to enable you to meet the set
back requiremerts Tor a well located within the City of Farmington.

Owight

——-Origital Messags ——

From: Patnick Hagarty [inalllo: -
Sant: Tuesday, March 11, 2008 £:20 AM

Ta: Glen Papp

Ce: Dwight Arthur

Subject: OWIGHT ARTHER

Glen:

Dwight Arthur said that hé would agree 10 eell us some land on the
gouth end of hig proparty, but nat near the City's pump station in

that that tand i3 surtable for building a structure an. He said his
south bordar abuts the state of New Mexce's highway eassmen and
wauld be parfact for ariling & well.

Yau might want to call Dwight of meet with nim 10 make sure you
undarstand what land he ig talking abott. Hiz phone # is: 598-5525.

Patrick




from: Patrick Hegarty <patrick. tuaganyﬁsynergyoparahng cone>
Sublect: Re: DWIGHT ARTHER

Dole: March 12, 2008 11:18:51 AM MDT
To: "Dwight Anthur" <darthuré@msn.coms»
G Glen Papp prp@wnergyopermrgcnm

Dwigm:
| am forwarding your amail on to my partnar and Synergy’s Operations Engineer in that he handies well placemerts, Glen Papp will be in touch with you. | am liging your phone
number for this purpose (508-5525).

Patrick

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

1 migm be willing 1o lease (not eil) a part of the QUK end of my
property if the well was kxaled on the State Right of Way, not on my land.
Iey olher words | enight iense a part of my land to enable you o meel the sat
pack requiremarnts for a welf located within the City of Farmingtorn.

Dwight

s (3NgNAl Messags-—-

From: Patrick Hegarty {

Sent; Tuesday. Maigh 11, 2008 9:.20 AM
To: Glan Papp

Cc: Dwight Arthur

Subject: DWIGHT ARTHER

Glan:

Dwight Arifilr sa1i that he woulid agrea to sell us some land on the
soLth end ot hia property. but nat near the Gily's pum station In

thet that land is uiable for buildng & structure on. He said his
south border abuts the state of New Mexico's highway ansement and
would ba pettact for drilling a well.

You migit want to call Dwight or meat with him to make sufe you
understand what land ho is tatking aboul. HIs phona # is! 598-5525.

Patrick




From: Patrick Hegarty -cpatnck heganty@synergyoperating.coms
Subject: Re: DWIGHT ARTH
Dnte: March 14, 2006 4.06.00 PM MOT
To: Dwight Arthur <darthur8 @msn.com>
Ce: Glen Papp «<gpapp@synergyaparating.com:>

Dwight:
We met this morning conceming drilling a well on the southarn and of your property. Our Enginesr, Glan Papp that handles operations said that we would use more of your land
tuilding a road 1o the southarn location than if the well wars placed on the nonh end of your property next 1o the City's pump etation. Baing that your land arcund the City’s pump

gtation ie where you might some day want to build on and a well site would take up most of your praperty in that you said the city would nat allow you to build closer than 300 feat
from the well pad, due to thetr regulations. it appears that drilling on your land is not a practical option?

L.et me know if the abova assessmert is Not corract.
1 will ¢alf you naxt Friday to check up on the statug of qur Farmout Agreament.

Beat Ragards,
Pattick

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

t might ba willing to leaze (not sell) a pan of thae south ad of my
property it the well was located on (he State Right of Way, not on my kand.
In other words | might lease a part of my land 1o enable you to meet tha gst
nack requeremeants for 8 well located within the City of Farmington.

Dwight

-—--Original Massage e«

From: Patrick Hegarty (| &
Sent, Tuesday, Margh 11, dOOB 920 AM

To: Glen Papp

Cc: Dwight Arthue

Subject: DWIGHT ARTHER

Glen,

Dwight Arthur seid that he would agres fo soll uS some [and onthe
south end of his propenty, but nat near the City's pump station in

that that tang & guitabie for builging a structure en. He said his
gauth bordar abuts tha state of New Mexice's highway easement and
woukl be parfect for drillirgy a woll.

You mighl want to cah Dwight or mest with him to make sure you
undgerstand what land he is talking about. His phone # is; 599-56256,

Palrick




Fromy: "Dwight Athur* <carthuré@msn.coms>
$ublect: RE: OWIGHT ARTHER
Dete: March 14, 2008 7:44:02 PM MDT
To: "Patrck Hegany" q;atnck negany@synugyopemmg com:-

Patrick:

| am inclinad to agree that locating a well on my land is not feasible. |
am really not interested. | will try to get my formn of isases to you before
hext Friday.

Dwight

—--Qrlginal Message——-

From: Palrick Hagarty (malllo.oaliick heqany @synergyopsiating.conm)
Sant: Friday, March 14, 2008 4:06 PM

To. Dwight Arthur

Cc: Glen Papp

Subjact: Re: DWIGHT ARTHER

Dwight:

We met this morning concerning dnlitng & well on the southern end of
your property, Our Engineer, Glen Fapp that harktias oparationa aaid
that we would use more of your land building a road to the southem
location than if tha well ware placad on the north end of your

property naxt to the City's pump station. Baing that your land

around the City's Rump gtation {3 whens you might eoma dgy want to
build on and a well &ite would take up most of your property it that
you said the city woulkd not allow you to build closer than 300 fest
from the well pad, due to their regulations. It appears that

drilling on your land ia not a practical option?

Let me know Ifthe above assegsment Is not correct.

| will catl you next Friday to check up on the status of our Farmout
Agresmort.

Best Aagards,
Patrick

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

1 might be willing to l¢ase (ot sell) a part of the south end of my
propaity It the well was located on (he State Right of Way, not on
my fand.
In othet words | might loase a part of iy ¥and {o enable you to
moet the sct
back requiremens for a well located within the City of Farmington.

Owight

---—--Oxiginal Messaga-----

From® Patrek Hegarty |

Seint. Tuesday, March 11, 2008 5:20 AM
To: Glen Papp

Cc: Dwight Arthur

Gubjrct. DWIGHT ARTIER

Glen:

Pwight Arthur eaid thal ha would agree to sell us some lana on the
south end of his property. but not ngar the City's pump slation in

that that land is suitable for building a structure on. He said his
soulh border abuts the slate of New Mexcq's highway easament and
woyld be perfect for drilling a wall,

You might want to c4ll Dwight of maet with him 1o make sure you
understand what land he is talking about  His phone # i5. 698.55256.

Patrick




Froin: Patrick Hegarty <pamck hegany @synargyoparating.com:
Subjsol: Re: DWIGHT ARTH
Date: Mawh 17, 2008 6.12.14 PM MDT
To: Dwignt Arthur wdarthurd & men.com:

Dwight:
Sounds good. We looked again at maps of your property and # really does not make sense o iacate a wall on your land if you want to build a home there some day.

Bext Regards,
Patreck

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

1 am inclinud to agree that locating & well an my Jarkd is not teasible.
Am realty not inerested. ! will try to get my form of leases to you before
next Friday.

Dwight

+—--Original Message—---
From: Patrick Héegarty {ao:

Serd: Friday, March 14, 2008 406 PM
To: Dwight Arthur

Ce: Glen Pap,

Subject’ RP nWlGHT ARTHER

Dwignt:

We met this marning concerning drilling & well on the southern end of
your praparty. Our Enginear, Glen Papp that handies operations saks
that we would use mare of your land building & road (o the: southem
Iocation than if Ihe well were placed on the north and of your

praperty next to the City's pump station. Being that your land

around the: City's pump station is whare you might some day want (o
buttd an and a well =site would take up most of your prioperty In that
you said the city would not allow you to build cleser than 300 teat
from the well pad, dué 10 thelr reguiations. it appears tat

driing on your land is not a practical option?

Let me Kngw it the abova assassment is not correct.

1 will call you next Friday to check up on the slatus of aur Farmoit
Agreament,

Bast Regards,
Patrick

On Mar 12, 2008. al 11:03 AM, Dwigst Arthur wrote:
Patricie

1 might be willing to leasa {not asll) a part p! the south end ot my
propedy if the well was located on the State Right of Way, not on
my ang,
In other wards | might lease a pan of my land to enatla you to
meet the eat
back requirements for a well locatsd within the Gity of Farmingtan,

Dwight

-—--Original Message--—

From. Palrick Hagarty {

Sen’ Tueaday, March 43, 2008 9:20 AM
To: Glen Papp

Ge: Dwigr Arthur

Subjsct: DWIGHT ARTHER

Glen.

Dwight Artir said that he would sgree to esll us some land on the
south eng of his property, but not néar Lhe Gity's pump staton in

that that 1and is eutabla for building a sttusture on. He said rig
south bordor abuty the state of New Maxca's Hghway easement and
would be pertact tor ariing a well.




You might want ta call Dwight or meat with him {0 make Sure you
underatand what land he i talking about. Hiz phona # ia; GPB-H425,

Patrek




From: Patrick Hegarty <patrick. hegany@synergyoparating.com:
Subject: Accounting Practicas anticipated for MacDottald Orohard well
Date: April 17, 2008 4:47:00 PM MDT
fo: Dwight Arthur <dathur6@msn.com>
Ce: Ricki Daly <rdaly @synoemyoperating.com:’
» 1 Attachmert, 583 KB

Dwight Arthur,
| Attactied i3 a few Accounting sheets that spell out alf that is charges agsinst a royalty interest. Ona exception nate notad on these examples |$ charges for watar, Frulilang Coal
wells take a3 iong as two years ta da-water. Typically an Oparator will chargs this expanse aganst all interest owners in the sama fashion as a gas tranapartation charge.

Best Regards,

Ryaght Arth, .pdf (583 KB)

Patrick
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PO Box 5513

\S)Synergy Operating, LLC ~ “UEmae

July 16, 2008

Nancy J. Arthur, Trustee

THE DWIGHT D, ARTHUR REVOCABLE TRUST
P. Q. 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 mlnerals 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

SBlle—

Patrick Hegarty

Arthur QGL Lir




Synergy Operating LLC
Authorization for Expenditure

MacDonald Orchard 29-13-7 #109
Drill, complete & equip 1100" Fruitland Coal well

Lacation: T29N-R13W, Sec 7, U/L: Eor F  County: San Juan "~ State: NM

Operator: Synergy Operating

my SRR i i B
5604  Installation : , 115,000.00
5617  Contract Services , 20,000.00

TOTAL Facility Costs 135,000,00

13,000.00

4408 Stimulation Treatments ~ A ‘ 85,000.00
4409  Completion Fluids : - 8,000.00
4411 Trucking , 10,000.00
4412 Equipment Rentais ‘ 6,000.00
4415  Logging & Perforating 12,000.00
4418  Completion Supervision 4,000.00
4423  Water to Disposal . 3,000.00
4424  Air Package & ' 6,000.00
4430  Flowback tron 4,000,00
4435 Portable Toilet 1000.00
TOTAL Intangible Completion , 132,000.00

LA PN A 4 y i ; T o A TR A :
3300 Sile Access - Survey & Staking . 2,000.00
3301  Site Access - 20,000.00
3303  Rig Mobilization : : 4,000.00
3304  Driling - Footage 40,000.00
3308  Mud & Additives 4,000.00
3311 Water to Rig Pit 5,000.00
3312 Equipment Rental 20,000.00
3315 Openhole Logging 5,000.00
3318  Dritling Supervision 4,000.00
3321 Camenting - Drilling 21,000.00
3324 water/Mud to Disposal 25,000.00
3326 BOP Rental 3,000.00
3331  Safety Svc/BOP Testing 1,500.00
3333  Anchors Sets & Test 1,000.00

3338 Casing Crew

EXHIBIT ____;

| 3,000.00
Bty 4 FLEee fony g N |
SIGN & BETURN

b

THIS COPY

Bt frwee




158,500.00

Production Casin'g &Accessories‘ . S . .’15.0004')'(')
4502 Upper Wellhead : . 3.000.00
4503  Tubing 6,000.00
TOTAL Tangible Completion 24,000.00

3419
3425

q

1. L6 ‘u{\' 4
Surface Casing & 4,000.02
Welthead 2,000.00
TOTAL Tanglble Driling | 6,000.00

AR

5501 Sucker Ro 8,000.00
5502 Valves & Fittings 15,500.00
5503  Downhole Pump "4,000.00
5504 Pumpjack & Base 18,000.00
5506 Flowline ' : 100,000.00
5507 Separators 10,000.00
5508  Storage Tanks : ' 14,000.00
5510 Engines & Motors 8,000.00
5511  Matering Equipment 12,000.00
5516 Noise Abatement ' : 5,000.00

TOTAL Tangible Equipping 194,500.00

TOTAL COST ESTIMATE : ' 650,000,00

?o\.’)@r‘\' LvB—\{csS’_ Pr’omt’ LLC

Date: 57)‘-{- /Og

Accepted By: @A~ Mc'f,u&

Signature

K(Juty\ L\JV\CCOYA

Print Name

Opereime /Vlam_c.”g

May 5, 2008




