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MINERAL DEED 

THIS MINERAL DEED is made effective JULY 15, 2005 by and between DOLORES A. 
BEARDSLEY, whose mailing address is 617 Poplar Farmington, New Mexico 87401, hereinafter called 
"ASSIGNOR" and Synergy Operating, LLC. hereinafter referred to as "ASSIGNEES", whose mailing address 
is P.O. Box 5513, Farmington. New Mexico 87499. Sometimes both Assignor and Assignees will be referred 
to as "the parties". 

W I T N E S S E T H : 

WHEREAS, ASSIGNOR owns an interest in and to certain minerals referred to as "ASSIGNED 
MINERALS", in the following lands: Lot Twelve (12) of the Larkspur Subdivision, in the City of Farmington, 
San Juan County, New Mexico according to the Plat thereof filed for record in the Office of the San Juan 
County Clerk on April 16, 1981, Book 1383, Page 4, being 617 Poplar Street Farmington, New Mexico 
located in the NW/4 NW/4 of section 22 Township 29 North, Range 13 West. 

WHEREAS, ASSIGNOR agrees to sell all its right, title and interest in and to the ASSIGNED 
MINERALS and associated lands to ASSIGNEE*. 

NOW THEREFORE, in consideration of ten dollars and other good and valuable consideration the 
receipt of which is hereby acknowledged, ASSIGNOR does hereby transfer and assign unto ASSIGNEES all 
of ASSIGNOR'S right, title and interest in the ASSIGNED MINERALS and associated lands. 

ASSIGNOR hereby agree to execute any additional paperwork that may be required, in the future, 
to effectuate the transfer of the interests covered by this Agreement. 

ASSIGNOR hereby agrees to warrant and defend the title to said land as to ASSIGNEES' interest 
therein. 

IN WITNESS WHEREOF, the parties hereto have executed this MINERAL DEED, effective the day 
first above written. 

ASSIGNOR: * 

BY: & AwttdtAsS 
Dolores A. Beardsley, / / \ 
a single woman 

ACKNOWLEDGMENT 

STATE OF NEW MEXICO ) 

COUNTY OF SAN JUAN§) 

The foregoing instrument was acknowledged before me this 13th day of July, 
2005 by Dolores A. Beardsley, to me known to be the person described in and 
who executed the foregoing Deed, and acknowledged that he executed same as 
her free act and deed. - - ^ ' A " 

My commission expires: TYIJ^ o^.2CQ^ 

END OF ACKNOWLEDGMENT 

0 < Notary/Public 
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OFFICIAL SEAL 
JENNIFER THOMASON 

Notary Public 
_ State of New Mexico 
My Commission Fxpims/^-^S-^'-f 

* 
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OIL AND GAS LEASE 
AGREEMENT made effective this ^ t t f day of 20 O j f by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating, 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable ofproduction of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of this Lease. 

; AL- •If 

200511378 06/27/2005 02:45P 
, , , , 1of3 B1412 P498 R 13.00 D 0.00 

nb \ A CLERKJ^j S f f i n Ju»" County,-HH CUrk FRPN HANHRRDT j / j 



10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose ofthe verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination re eal» 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

£>g>5 -'2-4- ^35<^ C K N 0 W L E D G M E N T S 

STATE OF 

COUNTY OF 
On this °l day of ^fr***- . 2005 . before me personally appeared 5 f l ' C r ^ V ^ Z -

to me known to be the person described in and who executed the foregoing instnjpwrit, and acknowledged that 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: ""tSSSk Oi^l&fiLSBXL 

STATE OF 

COUNTY OF 
On this . day of _ 

8TAT1 OP MHVMB0QO 

, 2005 . before me personally appeared , 
to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 

executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 05 , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 05 , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A " 
CHAVEZ SUSIE ROSE 
1120 BOWEN AVE 
FARMINGTON NM, 87401-6606 

Property Address Township Range Section QtrQtr Acres 

1120 S BOWEN 29 13 22 NW NW 0.2 

FARMINGTON NM, 87401-7401 

Legal: BEG AT A PT WHICH IS 557 FT E 
& 570 FT S OF NW COR NW NW 
222913 THENCE E 90 FT N 165 FT, 
W 90 FT, S 165 FT TO BEG. QC 
B.573 P.101 LESS N65'TO 
LUCERO 
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OIL AND GAS LEASE 
AGREEMENT made effective this day of AvAyfj -* 20 by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set out on'the attached EXHIBIT and Synergy Operating. 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants ofthe Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) ofthe Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) ofthe gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) ofthe amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable ofproduction of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share ofproduction, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission ofthe Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of this Lease. 



10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose ofthe verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

. «T<un^€^[ p ( 7 t o / oik/a. 3Voje» Di*°i <3ik/<i TVr^ ^ o A 

STATE OF fd tuJ ffluy:; c o ) 
ACKNOWLEDGMENTS 

§ 
COUNTY OF T 5 L U X J T \ ) 

On this IO** day of flitCjltS-t. 2005 . before me personally appeared Zx^y-^ ] ) f X . O i < \ 
to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 

executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 

01 

STATE OF 

COUNTY OF 
On this . day of. 

m • mt a, fcnft 
OFFICIAL SEAL 

JENNIFER TH0MAS0N 
Notary Public _ 

State of New Mexico J l 
My Comrriission Expires 

, 2005 . before mePlWIlflJ^lfyiRlP 
to me known to be the person described in and who executed the foregoing instrument, and acknowledged that 

executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 05. , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF .) 
The foregoing instrument was acknowledged before me this 

, • of " 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

day of 
on behalf of said 

,20 05 - by_ 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A " 
DIXON JERRY EMEL 
401 CONCHO DR 
FARMINGTON NM, 87401-6703 

Property Address 

401 CONCHO PL 

FARMINGTON NM, 87401-7401 

Township Range Section QtrQtr Acres 

29 13 22 NW SW 0.4511 

Legal: TOT AH VISTA LOTS 12 & 13 
7B.724 P.277 QCD B.854 P.280 
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OIL AND GAS LEASE 
AGREEMENT made effective this _2§f day of .•July 20 05 by and between 
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the undersigned hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and 
Synergy Operating. LLC. hereinafter called Lessee, whose mailing address 

is: P. Q. Box 5513 Farmington. New Mexico 87499. _ _ _ _ _ 
1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 

consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of 
which are hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below 
for the purpose of investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and 
transporting Oil and Gas together with all rights, privileges and easements useful for lessee's operations on said land 
and on land in the same field with a common Oil and Gas Reservoir, i t s ^ ^ t o thosefom^ons from the.-surface to 
the base of the Pictured Clifss horizons. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other 
substances produced therewith. The land included in this Lease is situated in the State o f _ 
New Mexico. San Juan County and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit,including all Oil and Gas and substances produced 
therewith underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-
of-way which traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said 
land, and including all reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested 
in the Lessor and Lessor releases and waives all rights under any Homestead Exemption Laws. Lessee will investigate 
whether Lessor has any claim to prior production from oil and gas wells previously drilled that should have included 
Lessor's acreage described herein. If such investigation determines that Lessor is entitled to share in the production 
from such previously drilled wells, Lessor would receive royalty, as set out herein below, and Lessee would receive its 
share of production, less Lessor's royalty. Lessee may inject water, salt water, gas or other substances into any stratum 
or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", 
and as long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said 
land, or Lessee is engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this 
Lease, or at any time fail to perform fully any obligation hereunder, the Lessor shall have the right to terminate this 
Lease and render it null and void if such breach, is not addressed within thirty (30) days after Lessor has given Lessee 
written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be 
delivered at the wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at 
any time or times, purchase any royalty oil, paying the market v'alue in the field on the day it is run to the storage tanks 
or pipeline: (b) the market value at the well of fifteen percent (15%) of the gas (including casinghead gas or other 
gaseous substances) produced from the land and sold, provided that on gas sold at the well the royalty shall be fifteen 
percent (15%) of the amount realized from such sale: (c) fifteen percent (15%) of the amount realized from the sale of 
any other substances produced from said land with Oil and Gas. Lessee may use, free of royalty, oil, gas, and water for 
all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the 
Primary Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is 
engaged in drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days 
prior to the end of the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for 
drilling or reworking of any additional well are prosecuted with no cessation of more than ninety (90) consecutive days, 
and if they result in the well being capable of production of oil or gas, or so long thereafter as oil or gas is produced 
from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, 
with other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly 
or uniform well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or 
conservation agency having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a 
Declaration of Pooling, or Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. 
Drilling or re-working operations upon or production from any part of such spacing unit shall be considered for all 
purposes of this Lease as operations or productions from this Lease. Lessee shall allocate to this Lease the 
proportionate share of production, which the acreage in this Lease included in any such spacing unit, bears to the total 
acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or any stratum or strata, with 
other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production 
from one or more Leases in the same field provided a method of measurement in accordance with established 
engineering practices is used to measure the production and to allocate the production to the respective Leases 
commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the 
Lessor. 

5° d J 



8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, 
from conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons 
therefrom by reason of scarcity of, or inability to obtain or to use equipment or material, or by operation of force 
majeure, or because of any Federal or State law or any order, rule or regulation of a governmental authority, then while 
so prevented, Lessee's obligations to comply with such covenant shall be suspended, and Lessee shall not be liable in 
damages for failure to comply therewith; and this Lease shall be extended while and so long as Lessee is prevented by 
and such cause from conducing drilling (which shall include the inability of lessee, through no fault of its own, to 
obtain sufficient and satisfactory material and equipment), or re-working operations on, or from producing oil or gas or 
other hydrocarbons from the leased premises', and the time while Lessee is so prevented shall not be counted against the 
Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are 
determined with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-
participating royalty), and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced 
proportionately. Lessee may purchase or discharge in whole or in part any tax, mortgage or lien upon said land, or 
redeem the land from any purchaser, any tax sale or adjudication, and shall be subrogated to such lien with the right to 
enforce it, and may reimburse itself from any royalties accruing under the terms of this Lease. 

10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause 
and whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the 
verification of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that 
examination reveals that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those 
rights to Lessee at the same consideration and on the same terms, conditions and provisions applicable to the original 
lease, restricted to section 22 of Township 29 Noi?th; Range d West, 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all 
successors of said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign theday and year first above written. 

' Matthew T. Dodson Maria A Dodson 

ACKNOWLEDGMENTS 
ATE OF New Mexico 

dpUNTY OF San Jaun 
On this 

M a j i a ^ Dodson, ^ husband and wife to m 
'«/» \ P f j & t i 0 / <in^Erument, and acknowledged that they 

" 7 ^ ^ - davof \sz7it . 2005 before me personally appeared Matthew T. Dodson & 
ne known to be the person described in and who executed the foregoing 

executed same their free act and deed. 
Witness my hand and seal the day and year last above writte! 

Of HI* 
JMy Commission Expires: /( t>" &Ji 

NotaryTniDlic ^Notary 

STATE OF 

COUNTY OF 
On this 

_ ) 
§ 

_ ) 
.day of _ , 2005 . before me personally appeared. 

Jo me known to be the person described in and who executed the foregoing instrument, and acknowledged 
executed same free act and deed. that 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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Exhibit "A" 

Legal Description 

Attached to and made a part of that certain Oil and Gas Lease 
j, rQ 6 / ^O0S~ by and between Lessor and Synergy 

// 1 as Lessee. 

LESSOR: 
MATTHEW AND MARIA A. DODSON 
1009 N BUTLER AVE, FARMINGTON, NM 87401-6848 

PROPERTY ADDRESS: 
1314 AND 1316 BLUFFVIEW AV. T29N R13W SEC. 22 NENW 0.5 A 
FARMINGTON, NM 87401 

LEGAL: BEG AT PT 99 FT N AND 220 FT W FROM SE CORNER OF NENW 
22-29-13, W 220 FT, N 99 FT, E 220 FT, S 99 FT TO BEG. 
B1368, P531 

PROPERTY ADDRESS: 
1320 S. BLUFFVIEW AV T29N R13W SEC. 22 NENW .36 A 

LEGAL: BEG 282.7 FT W OF SE COR OF NE NW 22-29-13 
THENCE N 99 FT, W 157.3 FT, S 99 FT, E 157.3 FT TO BEG. 
B1369P120 

lllllllllllllllll IIIIII IIII IIII III IIIII IIIIII 
200514124 08/05/2005 02:47P 
3of3 B1415 P155 R 13.00 D 0.00 
San Juan County, NM Clark FRAN HANHARDT 



REVISED EXHIBIT "A" 

Legal Description 

Attached to and made a part of that certain Oil and Gas Lease made effective 
>. 2 i£ p o o s r by and between Lessor and Synergy Operating, LLC 

LESSOR: 
MATTHEW AND MARIA A. DODSON 
1009 N BUTLER AVE, FARMINGTON, NM 87401-6848 

PROPERTY ADDRESS: 
1314 AND 1316 BLUFFVIEW AV. T29N R13W SEC. 22 NENW 0.5 A 
FARMINGTON, NM 87401 

LEGAL: BEG AT PT 99 FT N AND 220 FT W FROM SE CORNER OF NENW 
22-29-13, W 220 FT, N 99 FT, E 220 FT, S 99 FT TO BEG. 
B1368, P531 

PROPERTY ADDRESS: 
1320 S. BLUFFVIEW AV T29N R13W SEC. 22 NENW .36 A 

LEGAL: BEG 282.7 FT W OF SE COR OF NE NW 22-29-13 
THENCE N 99 FT, W 157.3 FT, S 99 FT, E 157.3 FT TO BEG. 
B1369 P120 

as Lessee. 



OIL AND GAS 
AGREEMENT made effective this ^SSP^ day of j j t t * C / 20 #^T~ by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is se^fjut on the attached EXHIBIT and Synergy Operating, 
LLC, hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) ofthe gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of this Lease. ^TTTTT" 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

STATE oTTl^iyTfj^L I Ct) 

COUNTY OF 
Onthis a e £ £ - d a T o Q ^ X . , 

ACKNOWLEDGMENTS 

2005 . before me personally appeared > 
to me known to be the person described in and who executed the foregoing instrument, ari& acknowledged t h a f r y " ' ' j ^ ' . f f i f f l ^ 

executed same free act and deed 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
otary Public 

COUNTY OF 
On this . day of _ _, 2005 . before me personally appeared. 

J v \ 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 05. , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 0J5 , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 

II 
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EXHIBIT "A 
DOMINGUEZ PHILAPITA AND ANGEL 
615 POPLAR 
FARMINGTON NM, 87401-7401 

Township Range Section QtrQtr Acres 

29 13 22 NWNW 0.1735 

Legal: LARKSPUR SUB. LOT 13 B.1361 
P.966 

Property Address 

615 POPLAR ST 

FARMINGTON NM, 87401-0000 

I 
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Producers 88 Paid Up 

OIL AND GAS LEASE 
day of JuLY 20 05 by and between AGREEMENT made effective this 

DUGAN PRODUCTION CORP., hereinafter called Lessors), whose address is P. O. Box 420., Fartnington, New 
Mexico 87499. and SYNERGY OPERATING LLC hereinafter called 
Lessee, whose mailing address is: P. O. Box 5513. Farmington. New Mexico 87499 Lessor, for and in 
consideration ofthe sum of Ten Dollars ($10.00) and other good and valuable consideration, including but not limited 
to: the royalties provided herein, and the covenants of the Lease, the receipt of which are hereby acknowledged, 
Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of investigating, 
exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same 
field with a common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and 
other substances produced therewith. The land included in this Lease is situated in the State of New Mexico. San 
Juan County and is described as follows: 

Township 29 North. Range 13 West. N.M.P.M. 
Section 22: SHADY GROVE AMENDED REPLAT OF LOTS 1,5,6,7,8, 11,12,13, 

14,19 AND THE WEST 25 FT OF LOT 2 BLK 2, 
AND A PORTION OF 222913 LOT 1 02 B883/P413 

and containing 4.00 acres, more or less. 

and containing the net acres set out cn the attached Exhibit, including all Oil and Gas and substances produced 
therewith underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and 
rights-of-way which traverse or adjoin said land and including all lands owned cr claimed by Lesser as a part of any 
of said land, and including all reversionary rights therein. This lease covers all the Interest now owned by, or 
hereafter vested in the Lessor and Lessor releases and waives all rights under any Homestead Exemption Laws. 
Lessee will investigate whether Lessor has any claim to prior production from oil and gas wells previously drilled that 
should have included Lessor's acreage described herein. If such investigation determines that Lessor is entitled to 
share in the production from such previously drilled wells, Lessor would receive royalty, as set out herein below, and 
Lessee would receive its share ofproduction, less Lessor's royalty. Lessee may inject water, salt water, gas or other 
substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of four (4) years from this date, called "primary 
term", and as long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from 
said land, or Lessee is engaged in drilling or reworking operations on said land Should Lessee breach any provision 
of this Lease, or at any time fail to perform fully any obligation hereunder, the Lessor shall have the right to terminate 
this Lease and render it null and void i f such breach, is not addressed within thirty (30) days after Lessor has given 
Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be 
delivered at the wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at 
any time or times, purchase any royalty oil, paying the market value in the field on the day it is run to the storage 
tanks or pipeline: (b) the market value at the well of fifteen percent (15%) of the gas (including casinghead gas or 
other gaseous substances) produced from the land and sold, provided that on gas sold at the well the royalty shall be 
fifteen percent (15%) of the amount realized from such sale: (c) fifteen percent (15%) of the amount realized from 
the sale of any other substances produced from said land with Oil and Gas. Lessee may use, free of royalty, oil, gas, 
and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the 
Primary Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor 
is engaged in drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) 
days prior to the end of the Primary Term, the lease shall remain in force so long as operations on said well, or well, 
or for drilling or reworking of any additional well are prosecuted with no cessation of more than ninety (90) 
consecutive days, and if they result in the well being capable of production of oil or gas, or so long thereafter as oil or 
gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or 
strata, with other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate 
an orderly or uniform well spacing pattern or to comply with any order, rule or regulation of the State or Federal 
regulatory or conservation agency having jurisdiction. Such pooling shall be accomplished or terminated by filing of 
record a Declaration of Pooling, or Declaration of Termination of Pooling, and by mailing or tendering a copy to 
Lessor. Drilling or re-working operations upon or production from any part of such spacing unit shall be considered 
for all purposes of this Lease as operations or productions from this Lease. Lessee shall allocate to this Lease the 
proportionate share of production, which the acreage in this Lease included in any such spacing unit, bears to the total 
acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or any stratum or strata, with 
other lands and Leases in the same field without the expressed written permission ofthe Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production 
from one or more Leases in the same field provided a method of measurement in accordance with established 
engineering practices is used to measure the production and to allocate the production to the respective Leases 
cornmingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of 
the Lessor. 

8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, 
from conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons 
therefrom by reason of scarcity of, or inability to obtain or to use equipment or material, or by operation of force 
majeure, or because of any Federal or State law or any order, rule or regulation of a governmental authority, then 
while so prevented, Lessee's obligations to comply with such covenant shall be suspended, and Lessee shall not be 
liable in damages for failure to comply therewith; and this Lease shall be extended while and so long as Lessee is 
prevented by and such cause from conducing drilling (which shall include the inability of lessee, through no fault of 
its own, to obtain sufficient and satisfactory material and equipment), or re-working operations on, or from producing 
oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so prevented shall not be 
counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are 
deterrnined with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed 
non-participating royalty), and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced 
proportionately. Lessee may purchase or discharge in whole or in part any tax, mortgage or lien upon said land, or 
redeem the land from any purchaser, any tax sale or adjudication, and shall be subrogated to such lien with the right 
to enforce it, and may reimburse itself from any royalties accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting 
clause and whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of me county records for the purpose of the 
verification of Lessor's ownership ofthe oil and gas rights under the lands, which are the subject of this lease. If that 
examination reveals that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease 
those rights to Lessee at the same consideration and on the same terms, conditions and provisions applicable to the 
original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all 
successors of said Lessor and Lessee. 

fN WITNESS WHEREOF, we sign the day and year first above written. 

DUGAN PRODUCTION CORP. 

DMAS A. DUGAN, PRES., 

STATE OF 

COUNTY OF 
On this 

ACKNOWLFJDGMENTS 

davof t A y .2005 . before me personally appeared . 
to me known to be the person described in and who executed the foregoing instrument, and acknowledged"' 

executed same free act and deed. that 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 
On this . day of _ , 2005 . before me personally appeared. 
_to me known to be the person described in and who executed the foregoing instrument, and acknowledged 

executed same free act and deed. that 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 
The foregoing instrument was acknowledged before me this 

by , . of 
day of _ ,20 05 

on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF ^ j l u j ) "Jt l jLJifo ) 

COUNTY OF an 
The foregoing instrument was acknowledged before me thiso?/ day of J u l u 20 05 , 

by 77ltf/?i<gS A • V^nOn > P r e s i d e n t of P u c o n ^ o d t A ^ o n on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

-v Public O Notary Public 

OFFICIAL SEAL 
CONNIE l_ RACZEK 
NOTARY PUBLIC - STATE OF KWUBOCp 

My commission otphtt. 

END OF ACKNOWLEDGMENTS 



OIL AND GAS LEASE 

n$e 
AGREEMENT made effective this day of TTh.l«A 20 £}S by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set out on$e attached EXHIBIT and Synergy Operating, 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission ofthe Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent ofthe Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge m whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of mis Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

ACKNOWLEDGMENTS 
STATE OF 

COUNTY O F ^ W _ fins- \ £ -\ <s r> L. 
)n tins S~rL davof JUAVJ . 2005 . before me personally appeared v3&» 1 O. *A>JCl 

no to me known to be the person described in and who executed the foregoing instrument, and acknowledged that 
executed same free act and deed. -
Witness my hand and seal the day and year last above written. "TU) . A r 1 fl (I 

My Commission Expires: UwAfjL; NJ. \(teMXXjU 

STATE OF H & v f W \ g ^ ' t l » ) 
§ 

Notary Public _ OFFKSHLSEAL 
BLANCAT.MH1A 

tf 

COUNTY OF ^DfrKA- PfCO>s ) 
On tins 5*^- davof Ju-Ui . 2005 . before me personally appeared. 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. '^>ft/^lrt . A Pr J fl fl 

My Commission Expires: WUJlVg^ O . \ LKJXXXJU 
f-v rt ~ Notary Public 

STATE OF 

COUNTY OF X^Otx^ { \ ( \ J K > ) 
The foregoing instrument wa: 

OFFICIAL SEAL 
HANCAT.RAD&LA 

by_ ,20 05_ 
on beHialf of said 

Witness my hand and seal the day and year last above written, p j ^ A 
My Commission Expires: V ^ L V V \ C A _ ^ 'O* 4~> 

Notary Public 

J STATE OF l 4 & J ^ N Q ^ v / t < ^ > ) 

tyJ COUNTY OF XfoVvA-. . ? ^ t & L I 
The foregoing instrument 'waŝ acknowledged before^triethisO *" day of <kjJU* . 20 05 

, of on behalf of saiii 

jOFPICIALSEAL 
BLANCAT.fWHLLA 

Myeaiwlwlaiwalw VSHjH* 8 

by. 

Witness my hand and seal the day 
My Commission Expires: 

END OF ACKNOWLEDGMENTS 

OFFICIAL SEAL 
i BLANCA t RA0QXA 

i l ! i i inv* 



EXHIBIT "A " 
DUKE DAVID S AND GAIL S 
446 EASY LIVING DR 
LAS CRUCES NM, 88005-8005 

Township Range Section QtrQtr Acres 

29 13 22 NWNW 0.1457 

Legal: FRYAR TRACT LOT 5 B.1328 
P.348 

Property Address 

409 E SPRUCE ST 

FARMINGTON NM, 87401-0000 

i nwu nun mn i n nun mi 1111 m •«•!jiu mi 
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OIL AND GAS LEASE 

AGREEMENT made effective this rt«y r,f ?n Q 5 by and between the undersigned 
hereinafter called Lessors), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating, 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farrnington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: Ihe royalties provided herein, and the covenants ofthe Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. Tbe Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in ihe&fackei Eyinrbrt 

and containing me net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all Ihe Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum otAatamdepwjjjjgnd and not productive of fresh water. 

2. This I .ease shall remain in force for a period owS^ J^yeSsM?OTrThf!M«k^called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of fhe gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at fhe well the royalty shall be fifteen percent (15%) ofthe amount realized from such sale: (c) 
fifteen percent (15%) ofthe amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration ofthe Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable ofproduction of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in fhe same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rate or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or tenninated by filing of record a Declaration of Pooling, or 
Declaration of Temunation of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to tins Lease the proportionate share of production, which fhe acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission ofthe Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate fhe production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent ofthe Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against fhe Lessee, anything in this Lease to the contrary notwithstanding 

9 Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or hen upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such hen with the right to enforce it, and may reimburse itself from any royalties 
accruing under the tains of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that exarnination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

same 

%'• ^yJ^oWus^flE^pi 

the person describ 

ACKNOWLEDGMENTS 

2005 . before me personally appeared. 
and who executed the foregoing instrument, t 

free act and deed 
ess my hand and seal the day amd year last above written 

ires: 

* * P U _ _ _ U o ^ L ^ 

iedged that A i s ~ 

2005 . before me personally appeared 
who executed theJbregohig instrument, 

;' * ' ^ > esecifted same Q5 ALtL> free act and deed. 
- \ O T ^ ^ Y ''Witness rny hand and seal the day and year lastabove written. 

•;, i^j^&alftyComm^&ion Expires: / _ 

U B U ° Z 

Lwledged that «5XV. " 

The foregoing instrument was acknowledged before me this day of 
, of ~ 

_,20 05. by_ 
on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF .) 
The foregoing instrument was acknowledged before me this 

, of " 
day of 
on behalf of said 

_,20 05_ by_ 

Witness my hand and seal the day and year last above written. 
My Cornrnission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A 

LEGAL DESCRIPTION: 

TOWNSHIP 29 NORTH, RANGE 13 WEST, SECTION 22, 
BEG S33M2 E 2382.96 FT FROM NW COR 222913 TH E 433.41 FT, S 1979.56 FT, W 433.39 FT, N 
1977.18 FT TO BEG. B.1135P.930 _ jcj £g /\cit£S 

LESSOR'S ADDRESS: 

BOBBY LEON EASLEY 

4 SANDY LANE 
PLACITAS, NM 87043 

ATTACHED TO AND MADE APART OF THATCERTAIN OIL AND GAS LEASE MADE EFFECTIVE OF 
DAY OF J * / W f V , 3Y AND BETWEEN LESSOR AND SYNERGY 

OPERATING, LLC AS LESSEE. 
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OIL AND GAS LEASE 
AGREEMENT made effective this J(efc^~ day of Tt>P) 20 J__5 by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Svnergv Operating. 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all die Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata undersaidjand and not productive of fresh water. 

2. This Lease shall remain in force for a period of five iA} y&ff from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances producea therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order,-rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent ofthe Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

U-\ 7 - OS 

ACKNOWLEDGMENTS 

Sa : f l _ _» : Op this 
§ tojfe^wj.f % 

''>,'&(* MylS^nmissipn Expires: ''• '. / 
^ 7 - D - 7 

__!___-day of_______, 2005 . before me 
the person described in and who executed the foregi 

_ .---CuMl same free act and deed. 
C-Wijhea my hand and seal the day and year last above writtei 

personally appeared/L^r/f iu/gY V- /1&t/ru>^(7 
joing instrument, and acknowledged trrat 

STATE OF 

COUNTY OF 
On this . day of _ , 2005 . before me personally appeared. 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The, foregoing instrument was acknowledged before me this day of , 20 Q5 , by_ 

; , of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 Q5 , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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Attached to and made a part of that certain Oii and Gas Lease made 
effective sTime. 2005 by and between David L. Eas ley, et 
ux, Lessor and Synergy Operating, LLC as Lessee. 

TOWNSHIP 29 NORTH. RANGE 13 WEST. SECTION 22 

BEG S 33'42' E 2382.96 FT AND E 433.41 FT FROM 
NW COR 222913 EAST 434.07 FT, 

S 1981.95 FT W 431.71 FT, 
N 1979.56 FT TO BEG. 

B 1135 P 173 - 19.68 ACRES 

BEG 427.05 FT E OF NW COR SESW 222913 TH S 206.80 FT, 
N 84.42 E 118.95 FT, N 195.98 FT, W 118.44 FT TO BEG. 

B 1199 P 572 - TRACT 7 - .547 ACRES 
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OIL AND GAS LEASE 
AGREEMENT made effective this day of JuLY 20 05 by and between the 
undersigned hereinafter called Lessors), whose address for notice purposes is set out on the attached EXHIBIT and 

SYNERGY OPERATING LLC hereinafter called Lessee, whose 
mailing address is: P. O. Box 5513. Farmington. New Mexico 87499 Lessor, for and in consideration of 
the sum of Ten Dollars ($10.00) and other good and valuable consideration, mcluding but not limited to: the royalties 
provided herein, and the covenants ofthe Lease, the receipt of which are hereby acknowledged, Lessor hereby grants, 
leases and lets exclusively to Lessee the land described below for the purpose of investigating, exploring for, drilling 
for, producing, saving, owning, handling, storing, treating and transrxxting Oil and Gas together with all rights, 
privileges and easements useful for lessee's operations on said land and on land in the same field with a common Oil 
and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan 
County and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced 
therewith underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and 
rights-of-way which traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any 
of said land, and including all reversionary rights therein. This lease covers all the Interest now owned by, or 
hereafter vested in the Lessor and Lessor releases and waives all rights under any Homestead Exemption Laws. 
Lessee will investigate whether Lessor has any claim to prior production from oil and gas wells previously drilled that 
should have included Lessor's acreage described herein. If such investigation determines that Lessor is entitled to 
share in the production from such previously drilled wells, Lessor would receive royalty, as set out herein below, and 
Lessee would receive its share of production, less Lessor's royalty. Lessee may inject water, salt water, gas or other 
substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary 
term", and as long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from 
said land, or Lessee is engaged in drilling or reworking operations on said land. Should Lessee breach any provision 
of this Lease, or at any time fail to perform fully any obligation hereunder, the Lessor shall have the right to terminate 
this Lease and render it null and void if such breach, is not addressed within thirty (30) days after Lessor has given 
Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be 
delivered at the wells or to the credit of Lessor into the pipeline to which fhe well may be connected: Lessee may, at 
any time or times, purchase any royalty oil, paying the market value in the field on the day it is run to the storage 
tanks or pipeline: (b) the market value at the well of fifteen percent (15%) ofthe gas (including casinghead gas or 
other gaseous substances) produced from the land and sold, provided that on gas sold at the well the royalty shall be 
fifteen percent (15%) of the amount realized from such sale: (c) fifteen percent (15%) of the amount realized from 
the sale of any other substances produced from said land with Oil and Gas. Lessee may use, free of royalty, oil, gas, 
and water for all operations hereunder. 

4. This is a PAID UP LEASE, there is no yearly rental payment that is due. If at the expiration of the 
Primary Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor 
is engaged in drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) 
days prior to the end ofthe Primary Term, the lease shall remain in force so long as operations on said well, or well, 
or for drilling or reworking of any additional well are prosecuted with no cessation of more than ninety (90) 
consecutive days, and if they result in the well being capable of production of oil or gas, or so long thereafter as oil or 
gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or 
strata, with other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate 
an orderly or uniform well spacing pattern or to comply with any order, rule or regulation of the State or Federal 
regulatory or conservation agency having jurisdiction. Such pooling shall be accomplished or terminated by filing of 
record a Declaration of Pooling, or Declaration of Termination of Pooling, and by mailing or tendering a copy to 
Lessor. rMlling or re-working operations upon or production from any part of such spacing unit shall be considered 

I for all purposes of this Lease as operations or productions from this Lease. Lessee shall allocate to this Lease the 
I proportionate share ofproduction, which the acreage in mis Lease included in any such spacing unit, bears to the total 
I acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or any stratum or strata, with 
| other lands and Leases in the same field without the expressed written permission of the Lessor. 
I 6. Lessee may, in the interest of economy, commingle production from this Lease with production 
| from one or more Leases in the same field provided a method of measurement in accordance with established 

': engineering practices is used to measure the production and to allocate the production to the respective Leases 
? cxramingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of 
the Lessor. 

S. Should Lessee be prevented from complying with any express or implied covenant of this Lease, 
from conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons 
therefrom by reason of scarcity of, or inability to obtain or to use equipment or material, or by operation of force 
majeure, or because of any Federal or State law or any order, rule or regulation of a governmental authority, then 
while so prevented, Lessee's obligations to comply with such covenant shall be suspended, and Lessee shall not be 

I liable in damages for failure to comply therewith; and this Lease shall be extended while and so long as Lessee is 
I prevented by and such cause from conducing drilling (which shall include the inability of lessee, through no fault of 

its own, to obtain sufficient and satisfactory material and equipment), or re-working operations on, or from producing 
oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so prevented shall not be 
counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are 
determined with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed 
non-participating royalty), and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced 
proportionately. Lessee may purchase or discharge in whole or in part any tax, mortgage or hen upon said land, or 
redeem the land from any purchaser, any tax sale or adjudication, and shall be subrogated to such lien with the right 
to enforce it, and may reimburse itself from any royalties accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting 
clause and whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose ofthe 
verification of Lessor's ownership ofthe oil and gas rights under the lands, which are the subject of this lease. If that 
examination reveals that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease 
those rights to Lessee at the same consideration and on the same terms, conditions and provisions applicable to the 
original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all 
successors of said Lessor and Lessee. 

DM WITNESS WHEREOF, we sign the day and year first above written. 

STATE OF Jt4fXlCf> 
ACKNOWLEDGMENTS 

COUNTY OF 3t;.fr«J ) 
On this day of , 2005 . before me personally appeared 
_to me known to be the person described in and who executed the foregoing in! 

that executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF «te.iu ftlftyiCb 

COUNTY OF 
On this ^ds \«4^davof5ruL^ .2005 . before me rxj-sonallv appeared VflnV/£L r^&lft < T/7 frtib 

*ibteiC A £. f g i f t ^ _ m e known to be the person described in and who executed the foregoing instrument, and acknowledged. 
-r-Kat h executed same Sf lM Q~ free act and deed. that. 
Witness* my hand and seal the day and year last above written. 

My Commission Expires: .---""T/^-i 

C5i^ OS.scr'l 
STATE OF 

COUNTY OF 

by_ 
The foregoing instrument was acknowledged before me t 

9 
OFFICIAL SEAL 

JENNIFER TH0MAS0N 
Notary Public -

State of New Mexico./*)x$A 
My CqBKnteion Expires. <ah!£fe 

if said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: . 

Notary Public 

STATE OF 

COUNTY OF .) 
The foregoing instrument was acknowledged before me this. 

by , of 
day of_ 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 

20 05 
on behalf of said 
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EXHIBIT "A " 
FRIAS DANIEL AND BLANCA 
820 E SPRUCE 
FARMINGTON NM, 87401-7401 

Property Address 

820 E SPRUCE ST 

FARMINGTON NM, 87401-7401 

Township Range Section QtrQtr Acres 

29 13 22 NE NW 0.1405 

Legal: SHADY GROVE SUB NO.3 LOT 
10 B.1309P.859 B.1379P.232 
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AGREEMENT made effective this - — W ( A — day o r w ^ ' L t ' I 20 J / ^ by and between the undersigned 
hereinafter called Lessors), whose address for notice purposes is set out otvthe/attached EXHIBIT and Synergy Operating, 
LLC. hereinafter called Lessee, whose mailing aadyess is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. I f at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent ofthe Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
aora^ag under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

TNESS WHEREOF, we sign the day and year first above written. 

ACK.NO WLEDGM ENTS 

to me known to be the person described 
—-—executed same ~"~ ~ free a5 

Witness my hand and seal the day and year last above written 
My Commjfs iion /^pms^' _ 

2005 . before me personally appeared 
executed the foregoing instrument, and acknowledged that 
deed. 

Notary Public, 

M P/VM/> > fihk turn 
knowledged th 

:»»»«••»«,, • STATE 

COUNTY OF 
On this . day of . _, 2005 . before me personally appeared. 

—•> ' —-—* r J -rr .•masv-tntva r * w î f -
to me known to be the person described in and who executed the foregoing instrument, and acknowledged that ffi/fy/'-/*.•'! • ; • \ O 

executed same free act and deed. " ^ v J ^ H j l ^ ^ O 
Witness my hand and seal the day and year last above written. •: > ' ' ' » I , , , 7 I « « * , S 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 
The foregoing instrument was acknowledged before me this day of ,20 05. , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF 
The foregoing instrument was acknowledged before me this 

, of -
day of 
on behalf of said 

_, 20 Q5. , by_ 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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REVISED EXHIBIT "A1 

Legal Description 

Attached to and made a part of that certain Oil and Gas Lease made effective 
July 2, 2005 by and between Lessor and Synergy 

Operating, LLC as Lessee. 

LESSOR: 
RAUL GARCIA 
CARLSON RD NO. 2 C 
SANTA FE, NM 87508-7508 

PROPERTY ADDRESS: 
1600 S. BUTLER 
FARMINGTON, NM 87401 

LEGAL: BEG N 1241.8 FT AND W 20 FT AND N 60.47 W 125.6 FT 
FROM SE CORNER NWSW 222913, THENCE N 60.47 W 59.9 FT, 
N 115 FT, S 60.54 E 59.85 FT, S 115.5 FT TO BEG. 
B 1018 P 26. - .14 A AND 

BEG N 1444.88 FT AND W 183.91 FT FROM SE COR NWSW 222913, 
THENCE S 115 FT, N 60.47 W 48.90 FT, N 65.24 W 41.12 FT, 
N 100 FT, S 72.09 E 84.82 FT TO BEG. - .19 A 
B919P5, B888P29 
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OIL AND GAS LEASE 
AGREEMENT made effective this day of U f U f l ^ 20 0 j £ by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is sdr7DUt on the attached EXHIBIT and Synergy Operating, 
LLC, hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands_owned or claimed by. Lessor as a part of mty of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) ofthe Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) ofthe amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, me lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule" or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
•with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 

r the terms of this Lease. 

IIIIII IIIIII i III III nil IIIII IIII III ii ii IIII IIII 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

STATE Of\jQo^S\7hjM ICX> ) 

COUNTY OF j J ^ ^ Q u ^ — - ft) 
this davol 

ACKNOWLEDGMENTS 

On this /O %A. day of yu**~ . 2005 . before me 
to me known to be the person described in and who executed the foregi _ _ 

executed same free act and deed. . / ^ ^ ' j & f ^ ' ' ' , ^ 

! personally appeared 3s^JLy/Od C fi^fi*^*..' , 
:going instrument, and acknowledged that «•>* ' f 7* ' \ 

Witness my handand seal the day and year last above written/') / }\ i *5" , V f \ \ T 6 / ) "*« ** 
My Commission Expires:(^J^*^ / J 2 I S £ O C $ ( J U j f L * ^ \Lk*-<L± | O _ & : ^ 

/ Notary'Public f : ": t ;*Jt.*-*'* : 

STATE OF ) - >. \ 
§ '•'<., OQ vV-

COUNTY OF ) " ' 
On this day of , 2005 . before me personally appeared : 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 0J , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 0J , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A " 
GONZALES SEFERINO C ET AL 
1109 S BUTLER AVE 
FARMINGTON NM, 87401-6643 

Property Address 

1109 S BUTLER AVE 

FARMINGTON NM, 87401-7401 

Township Range Section QtrQtr Acres 

29 13 22 NE NW 0.1527 

Legal: REPLAT SHADY GROVE SUB OF 
LOTS 5-6-7 BLK 1 LOT 7 1 B.895 
P.233 LESS 5 FT B.l 127 P.242 
B.1314P.600 ASSIGN B. 1262 P.57 
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AGREEMENT made effective this 

OIL AND GAS LEASE 

& T f f day of l A / C \ f 20 4Z5" by ar>d between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating. 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) ofthe gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission ofthe Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent ofthe Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 

harge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
tion, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 

ig under the terms of this Lease. 
SB' ^^^5^> 

recornaaon. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. LilAvtHO 'TPc? J>3P<2 $$Li 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on al) successors of 
said Lessor and Lessee. 

day and vear first above written. 

STATE OF fljlu) WiffiA&D 
ACKNOWLEDGMENTS 

COUNTY OF 
On this iQ I day of , 2005 . before me personally a| 

to me known to be the person described in ancf who executed the foregoing instrument, 
executed same d - j d free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 

appeared 7 / / ^ ^ 7 ipC^T}fitf* ) 
nent, and acknowledged/hat 

Notary Public 

STATE OF WtuJ ^fntpCD 

COUNTY OFvSfr\ Q / L L I A L ) 

On this I A ' Hav n f On this y ' davof C^uJllA. 2005 . before me personally appeared. 

0PRC1ALSEAL 
tWANOA CLARK 
Notary Public 

State of New Mexico 
My Commission Expires 

^ a ft *> 

9** 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same CLj,d free act and deed. 

Ac. 
Witness my hand and seal the day and year last above wri 

My Commission Expires: 
Notary Public 

STATE OF f\c îQs P>/V v.fi an 
§ 

COUNTY OF r ^ i J i I J U j f c A 1° - I t W 
; , .The foregoing instrument was acknowledged before me this ' ' 

fiprfirtfX VJ . flfKebfl of _ _ _ _ _ 
day of 

OFFICIAL SEAL 
IWANDA CLARK 
Notary Public 

State of New M a d g ^ ^ 

v My Commission Expires, 

on bene! 

b y _ 
klf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

r \ j£>i ^ t t S ^ & ^ ^ i 1 ™ " 1 6 1 1 * w a s acknowledged before me this _L day of J y t IU . 20 05 , bv r - € f \ A l « ' ^ 
Uj\jyC\£f^MSS^&l'.>JA\ of on behalf of saw 

$ andjseal the day and year last above written. 

OF Nt* , 
-••»»»*». . > t " ' ' 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A 
GORDON TIMITHY LEE ET AL 
408 SPRUCE 
FARMINGTON NM, 87401-6634 

Property Address Township Range Section QtrQtr Acres 

408 E SPRUCE ST 29 13 22 NW NW 0.45 

FARMINGTON NM, 87401-7401 

Legal: BEG AT A PT 878 FT S & 550 FT E 
FR NW COR 222913 E 119FT,S 
160 FT, W 119 FT, N 160 FT TO 
BEG. B. 1269 P.46 

200512491 07/14/2005 1 
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OIL AND GAS LEASE 
AGREEMENT made effective this " 2 J » ^ day of «JViU^ 2 0 o « L by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating. 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) ofthe gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) ofthe amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable ofproduction of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

STATE OF ffavQ lAfiXlCto ) 
§ 

COUNTY OF $»H<0 iT»M*/ 1 
On this UL ^day of JuL.^ . 2005 . before me personally appeared C^AftLSS ^T«A*+ flnrr\£ 

to me known to be the person described in and who executed the foregoing instrument, andacknowledged that -H^o ^ ^ / t i j f y . 
. executed same free act and deed. 
Witness my hand and seal the day and year last above writtej 

My Commission Expires: 

STATE OF 

COUNTY OF .) 
On this day of , 2005 . before i 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF. 

COUNTY OF. 
The foregoing instrument was acknowledged before me this 

of 
day of. ,20 05_ 

on behalf of said 
by_ 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 0J , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A 
HARRIS CHARLES H 
1303 S BUTLER AVE 
FARMINGTON NM, 87401-6647 

Property Address Township Range Section QtrQtr Acres 

1303 S BUTLER AVE 29 13 22 NE NW 0.3182 

FARMINGTON NM, 87401-7401 

Legal: SHADY GROVE NO.2 LOTS 2 & 3 
1 B.740 P.590 
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AGREEMENT made effective this 

OIL AND GAS LEASE 

<^04-t/-v day of "CSULVM<- 20 OS" by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating. 
LLC, hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants ofthe Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) ofthe amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom'by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose ofthe verification 
of Lessor's ownership ofthe oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

21 
en. 

ACKNOWLEDGMENTS 
.) 

Qrthis >. J o f ^ day of _ _ _ _ _ ., 2005 . before me personally appeared 7*toN^l4uUx> U^MJLAJjW 
ytnowirto be the person described in and who executed the foregoing instrument, and acknowledged that. 

—executed same free act and deed. 
SgQ*o jVitness my hand and seal the day and year last above written^-"""} 
PSammissibn Expires: v -f^QAr S4tiArtWvfl) 

Notary Public 

STATE OF 

COUNTY OF .) 
On this . day of _ _, 2005 . before me personally appeared. 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 05. , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 0J , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A" 
HERRERA DON R ET UX 
809 SYCAMORE ST 
FARMINGTON NM, 87401-6669 

Property Address 

809 SYCAMORE 

FARMINGTON NM, 87401-7401 

Township Range Section QtrQtr Acres 

29 13 22 SE NW 0.1802 

Legal: ODAFFERSUB LOT 11 01B.895 
P. 187 
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Producer 88 Paid Up 

OIL AND GAS LEASE 
AGREEMENT made effective this day of JuLY 20 05 by and between the 
undersigned hereinafter called Lessors), whose address for notice purposes is set out on the attached EXHIBIT and 

SYNERGY OPERATING LLC hereinafter called Lessee, whose 
mailing address is: P. O. Box 5513. Farmington. New Mexico 87499 Lessor, for and in consideration of 
the sum of Ten Dollars ($10.00) and other good and valuable consideration, including but not limited to: the royalties 
provided herein, and the covenants ofthe Lease, the receipt of which are hereby acknowledged, Lessor hereby grants, 
leases and lets exclusively to Lessee the land described below for the purpose of investigating, exploring for, drilling 
for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas together with all rights, 
privileges and easements useful for lessee's operations on said land and on land in the same field with a common Oil 
and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan 
County and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced 
therewith underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and 
rights-of-way which traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any 
of said land, and including all reversionary rights therein. This lease covers all the Interest now owned by, or 
hereafter vested in the Lessor and Lessor releases and waives all rights under any Homestead Exemption Laws. 
Lessee will investigate whether Lessor has any claim to prior production from oil and gas wells previously drilled that 
should have included Lessor's acreage described herein. If such investigation determines that Lessor is entitled to 
share in the production from such previously drilled wells, Lessor would receive royalty, as set out herein below, and 
Lessee would receive its share of production, less Lessor's royalty. Lessee may inject water, salt water, gas or other 
substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary 
term", and as long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from 
said land, or Lessee is engaged in drilling or reworking operations on said land. Should Lessee breach any provision 
of this Lease, or at any time fail to perform fully any obligation hereunder, the Lessor shall have the right to terrninate 
this Lease and render it null and void if such breach, is not addressed within thirty (30) days after Lessor has given 
Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be 
delivered at the wells or to the credit of Lessor into fhe pipeline to which the well may be connected: Lessee may, at 
any time or times, purchase any royalty oil, paying the market value in the field on the day it is run to the storage 
tanks or pipeline: (b) the market value at the well of fifteen percent (15%) of the gas (including casinghead gas or 
other gaseous substances) produced from the land and sold, provided that on gas sold at the well the royalty shall be 
fifteen percent (15%) ofthe amount realized from such sale: (c) fifteen percent (15%) ofthe amount realized from 
the sale of any other substances produced from said land with Oil and Gas. Lessee may use, free of royalty, oil, gas, 
and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the 
Primary Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor 
is engaged in drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) 
days prior to the end ofthe Primary Term, the lease shall remain in force so long as operations on said well, or well, 
or for drilling or reworking of any additional well are prosecuted with no cessation of more than ninety (90) 
consecutive days, and if they result in the well being capable ofproduction of oil or gas, or so long thereafter as oil or 
gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all cf said land and Lease or any stratum or 
strata, with other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate 
an orderly or uniform well spacing pattern or to comply with any order, rale or regulation of the State or Federal 
regulatory or conservation agency having jurisdiction. Such pooling shall be accomplished or terminated by filing of 
record a Declaration of Pooling, or Declaration of Termination of Pooling, and by mailing or tendering a copy to 
Lessor. Drilling or re-working operations upon or production from any part of such spacing unit shall be considered 
for all purposes of this Lease as operations or productions from this Lease. Lessee shall allocate to this Lease the 
proportionate share ofproduction, which the acreage in mis Lease included in any such spacing unit, bears to the total 
acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or any stratum or strata, with 
other lands and Leases in the same field without the expressed written permission ofthe Lessor. 

6. Lessee may, in fhe interest of economy, commingle production from this Lease with production 
from one or more Leases in the same field provided a method of measurement in accordance with established 
engineering practices is used to measure the production and to allocate the production to the respective Leases 
commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of 
the Lessor. 

8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, 
from conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons 
therefrom by reason of scarcity of, or inability to obtain or to use equipment or material, or by operation of force 
majeure, or because of any Federal or State law or any order, rule or regulation of a governmental authority, then 
while so prevented, Lessee's obligations to comply with such covenant shall be suspended, and Lessee shall not be 
liable in damages for failure to comply therewith; and this Lease shall be extended while and so long as Lessee is 
prevented by and such cause from conducing drilling (which shall include the inability of lessee, through no fault of 
its own, to obtain sufficient and satisfactory material and equipment), or re-working operations on, or from producing 
oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so prevented shall not be 
counted against the Lessee, anything in mis Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are 
detennined with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed 
non-participating royalty), and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced 
proportionately. Lessee may purchase or discharge in whole or in part any tax, mortgage or lien upon said land, or 
redeem the land from any purchaser, any tax sale or adjudication, and shall be subrogated to such hen with the right 
to enforce it, and may reimburse itself from any royalties accruing under the terms of this Lease. / f \ 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting 
clause and whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the 
verification of Lessor's ownership ofthe oil and gas rights under the lands, which are the subject of this lease. If that 
examination reveals that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease 
those rights to Lessee at the same consideration and on the same terms, conditions and provisions applicable to the 
original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all 
successors of said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign tbe day and year first above written. 

STATE OF pQJUL\ Wi^Jj CTi ) 
ACKNOWLEDGMENTS 

COUNTY OF ^ l W A ) V n y ) , 
' On this &6± davof j V L x j . 2005 . before me personally appeared cJUQfl _ ltxK<K V. 

lvWfnn<-_ to me known to be the person described in and who executed the foregoing instrument, and acknowledged 
that -fri^Q^i executed same j^ptL<2Jt/* free act and deed 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

.as, aocj'i 
STATE OF 

COUNTY OF 
On this .day of _ .2005 .beforeme 

OFFICIAL SEAL 
JENNIFER TH0IMAS0N 

Notary Public 
State of New Mexico 

My Commission Expires._L_̂ S-c< l 

"vm—* ' to me known to be the person described in and who executed the foregoing instrument, and acknowli 
that executed same free act and deed. 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

?ed 

Notary Public 

STATE OF 

COUNTY OF .) 
The foregoing instrument was acknowledged before me this 

by , of 
day of _ ,20 05 

on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF .) 
The foregoing instrument was acknowledged before me this day of_ 

by , of 
20 05 
on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A 
-MARTINEZ JUAN D JR ET UX 

P O BOX 2124 
P-S PANOLA NM, 87532-7532 

Property Address Township Range Section QtrQtr Acres 

GRAHAM RD 29 13 22 NE NW 0.4591 

FARMINGTON NM, 87401-7401 

Legal: GARDEN ACRES SUBD LOT 18 
B.1260P.561 B.1326 
P.325 
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OIL AND GAS LEASE 
AGREEMENT made effective this day of J ^ s t J ^ f 2 0 by and between the undersigned 
hereinafter called Lessors), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating. 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and i f they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

ACKNOWLEDGMENTS 
STATE OF > 1 » ^ M ^ i t L t s ) 

S "" • 
COUNTY OF f ^ ^ y - s P ^ ) ^ . m '"\ 

On this X'KV^ day of — a . 2005 . before me personally appeared j ' ^ o l w ^ U . ^ 
to me known to be the person described in and who executed the foregoing instrument, and acknowledged tha^* V y _ 

. executed same Jk free act and deed. j ( / Q- »• Qr\> wTley \ 
Witness my hand and seal the day and year last above written. . ; M ^ f $ 

My Commission Expires: ^ V ^ t . ^ A CV. O c A g T ^ ^ ^ * ^ ; * ^ 
Notary Public V ^ ^ - ^ W i O ^ / C 

STATE OF ) '>-!jJj>** 

COUNTY OF ) -
On this day of , 2005 . before me personally appeared 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 05 , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF. 
The foregoing instrument was acknowledged before me this day of , 20 05. , by_ 

, . of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A 
MARTINEZ ROGER R 
1437 YORK 
FARMINGTON NM, 87401-7401 

Township Range Section QtrQtr Acres 

29 13 22 SE NW 0.2763 

Legal: ODAFFER SUBDIVISION LOTS 7 
AND 8 BLOCK 03 B.1283 P.473 

Property Address 

1437 YORK AVE 

FARMINGTON NM, 

II 
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Producer) 88 Paid Up 

AND GAS LEASE 
AGREEMENT made effective this day of OUQcqUjtfs- 20 OS by and between the 
undersigned hereinafter called Lessors), whose address for notice ptoses is set out on the attached EXHIBIT and 

SYNERGY OPERATING LLC hereinafter called Lessee, whose 
mailing address is: P. O. Box 5513. Farmington. New Mexico 87499 Lessor, for and in consideration of 
the sum of Ten Dollars ($10.00) and other good and valuable consideration, including but not limited to: the royalties 
provided herein, and the covenants ofthe Lease, the receipt of which are hereby acknowledged, Lessor hereby grants, 
leases and lets exclusively to Lessee the land described below for the purpose of investigating, exploring for, drilling 
for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas together with all rights, 
privileges and easements useful for lessee's operations on said land and on land in fhe same field with a common Oil 
and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in tlie State of New Mexico. San Juan 
County and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, rankling all Oil and Gas and substances produced 
therewith underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and 
rights-of-way which traverse or adjoin said land and includmg all lands owned or claimed by Lessor as a part of any 
of said land, and including all reversionary rights therein. This lease covers all fhe Interest now owned by, or 
hereafter vested in the Lessor and Lessor releases and waives all rights under any Homestead Exemption Laws. 
Lessee will investigate whether Lessor has any claim to prior production from oil and gas wells previously drilled that 
should have included Lessor's acreage described herein. If such investigation determines that Lessor is entitled to 
share in the production from such previously drilled wells, Lessor would receive royalty, as set out herein below, and 
Lessee would receive its share of production, less Lessor's royalty. Lessee may inject water, salt water, gas or other 
substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary 
term", and as long thereafter as Oft, Gas or other Hydrocarbons and substances produced therewith are produced from 
said land, or Lessee is engaged in drilling or reworking operations on said land. Should Lessee breach any provision 
of this Lease, or at any time fail to perform fully any obligation hereunder, fhe Lessor shall have the right to terminate 
this Lease and render it null and void if such breach, is not addressed within thirty (30) days after Lessor has given 
Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be 
delivered at the wells or to fhe credit of Lessor into the pipeline to which the well may be connected: Lessee may, at 
any time or times, purchase any royalty oil, paying the market value in the field on the day it is run to the storage 
tanks or pipeline: (b) the market value at the well of fifteen percent (15%) of the gas (including casinghead gas or 
other gaseous substances) produced from the land and sold, provided that on gas sold at the well the royalty shall be 
fifteen percent (15%) ofthe amount realized from such sale: (c) fifteen percent (15%) of the amount realized from 
the sale of any other substances produced from said land with Oil and Gas. Lessee may use, free of royalty, oil, gas, 
and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the 
Primary Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor 
is engaged in drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) 
days prior to the end of the Primary Term, the lease shall remain in force so long as operations on said well, or well, 
or for drilling or reworking of any additional well are prosecuted with no cessation of more than ninety (90) 
consecutive days, and if they result in the well being capable of production of oil or gas, or so long thereafter as oil or 
gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any rime or times pool any part or all of said land and Lease or any stratum or 
strata, with other lands and Leases, stratum or strata, in fhe same Meld so as to constitute a spacing unit to facilitate 
an orderly or uniform well spacing pattern or to comply with any order, rule or regulation of the State or Federal 
regulatory or conservation agency having jurisdiction. Such pooling shall be accomplished or terminated by filing of 
record a Declaration of Pooling, or Declaration of Termination of Pooling, and by mailing or tendering a copy to 
Lessor. Drilling or re-working operations upon or production from any part of such spacing unit shall be considered 
for all purposes of this Lease as operations or productions from fins Lease. Lessee shall allocate to this Lease the 
rjroportionate share ofproduction, which the acreage ia this Lease included in any such spacing unit, bears to the total 
acreage in said spacing unit Lessee may not unitize any part of said land and Lease, or any stratum or strata, with 
other loads and Leases in die same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, cornmmgle production from this Lease with production 
from one or more Leases in the same field provided a method of measurement in accordance with established 
engineering practices is used to measure the production and to allocate the production to the respective Leases 
commingled. 

7. No well, road cr pipeline shall be placed on Lessor's land without the express written consent of 
the Lessor. 

8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, 
from conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons 
therefrom by reason of scarcity of, or inability to obtain or to use equipment or material, or by operation of force 
majeure, or because of any Federal or State law or any order, rule or regulation of a governmental authority, then 
while so prevented, Lessee's obligations to comply with such covenant shall be suspended, and Lessee shall not be 
liable in damages for failure to comply therewith; and this Lease shall be extended while aid so long as Lessee is 
prevented by and such cause from conducing drilling (whkh shall include the mabffity of lessee, through oo fault of 
its own, to obtain sufficient and satisfactory material and equipment), or i»-working tyewrtwus cm, or from prnrfwaqg 
oil or gas or other hydrocarbons from the leased premises, and the time white lessee »9»$KM9OM&S1B^ acftbe 
counted against the Lessee, anything ia this Lease to the contrary riotwrthstmififlg 

9. lessor warrants title to said tend as to Lessor's mterts* rherexa The ro^bKSfnmded for ere 
detennined with respect to the entire mineral estate in Oil aad Gas (mctadmg all ppevwosly reserved ox Mmwyed 
non-participating royaltyX and if Lessor owns a lesser interest, the royalty to be paid Lessor sfeaS be redacol 
proportionately. Lessee may purchase or discharge ia whole or ra part any tax, mortgage or fees upon said JaadL or 
redeem the land from any purchaser, any tax sate or adjudication, and shall be subrogated to sach lien with the right 
to enforce it, and may reimburse itself from any royalties accruing under tbe terms of this Lease. 
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10. This Lease shall be binding 
clause and whether all parties named in the j 

11. Lessee shall have the right to < 
verification of Lessor's ownership of the oil and j 
examination reveals that Lessor owns oil and j 
those rights to Lessee at the same consideration i 
original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all 
successors of said Lessor and Lessee. 

upon all who execute it, whether they are named in the granting 
clause execute fhe Lease or not. 

conduct an examination ofthe county records for the purpose of the 
gas rights under the lands, which are the subject of this lease. If that 

rights in lands not covered by the Lease, then Lessor shall lease 
and on the same terms, conditions and provisions applicable to the 

IN WITNESS WHEREOF, we sign the day and year first above written. 

STATE OF t ^ f l f r g f c i r o 
ACKNOWLEDGMENTS 

h. davof fyfiUXT*. 2005 . before me personally appeared RPBSQLT VL , 4zS VztW*^ 
i to be the r̂ eraotniescribed in and who executed the foregoing instrument, and acknowledged 

COUNTY OF ^ A f V N T V ^ * / 
On this I f t E 

/vPlZTo ifiJ to me known 
that -t"K/3uv executed same -foonfl . free act and deed. 

Witness my hand and seal the day and year last above writtea/^ , / 
My Commission Expires: ^QAV^ i LA^~ 

STATE OF ) 

COUNTY OF 
On this .day of. 

OFFICIAL SEAL 
JENNIFER THOMASON 

Notary Public 
State of New Madryô  

) \ My Commission Expires, 
_, 2005 . before u« l««»Ji«y i J i p R d ~~ 

Jo me known to be the person described in and who executed the foregoing instrument, and acknowledged 
executed same free act and deed that 

Witness my hand and seal the day and year last above written. 
My Conimission Expires: 

Notary Public 

STATE OF 

COUNTY OF. .) 
The foregoing instrument was acknowledged before me this 

by , of 
day of _ .,20 05_ 

on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: " 

Notary Public 

STATE OF .) 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of 

, of 
20 05 

by. on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A " 

, ,WOR ION ROBERT K ETAL , 
asvu $15 TAOS AVE 

J>££ J \U\1 INGTON NM, 87401-6749 

Property Address 

503 TAOS AVE 

FARMINGTON NM, 87401-7401 

Property Address 

515 TAOS AVE 

FARMINGTON NM, 87401-7401 

Township Range Section QtrQtr Acres 

29 13 22 NW SW 0.2431 

Legal: TOT AH VISTA LOT 4 06B.1205 
P.860 

Township Range Section QtrQtr Acres 

29 13 22 NWSW 0.246 

Legal: TOTAH VISTA SUBDIVISION 
LOT 5 06B.1026 P.352 
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OIL AND GAS LEASE 
AGREEMENT made effective this ""Z?.— f t day of - O x X ^ 20O-SH by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating. 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. I f such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of mis Lease. 

I 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written 

CueTo MY2.T0r\i a/kfa C L £ 0 £vfO*lTOfc/ j S u L \ c \ r \ ^ c . v ^ t V s o /4» T u L i « U . H * W 

STATE OF fi/lxQ Hf&Ktn 

COUNTY OF SIM 
On this 3-X day of -J", 

in ana > 

ACKNOWLEDGMENTS 

CL€D fJ&rZTD(Q CL«^ f l ^ 

_, 2005 . before me personally appeared 3TuL\a A Hig.TA.g-C 
to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 

executed same •VVie.W free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
i ~ „ — ^ Notary PublL 

STATE OF 

COUNTY OF 
On this . day of _ ,2005 .beforeme 

to me known to be the person described in and who executed the foregoing 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 05. , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF 
The foregoing instrument was acknowledged before me this day of , 20 05 , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 

III III 
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EXHIBIT "A 
NORTON CLEO ET AL 
511 CONCHO DR 
FARMINGTON NM, 87401 -6765 

Property Address 

511 CONCHO DR 

FARMINGTON NM, 87401-7401 

Property Address 

511 1/2 CONCHO DR 

FARMINGTON NM, 87401-7401 

Township Range Section QtrQtr Acres 

29 13 22 NW SW 0.2513 

Legal: TOTAH VISTA SUB LOT 23 
07B.1205 P.861 

Township Range Section QtrQtr Acres 

29 13 22 NW SW 0.1499 

Legal: TOTAH VISTA PART OF LOT 22 
07B.1207P.520 

Legal: 

nun ••uiinvi 



OIL AND GAS LEASE 
AGREEMENT made effective this j D ^ day of A\)<jr\J<i.fr~20 by and between the undersigned 
hereinafter called Lessors), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating-
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) ofthe Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) ofthe gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration ofthe Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

STATE OF AJJUL) 'ffli^Cm 
ACKNOWLEDGMENTS 

COUNTY OF 3 u c ^ ) M L / A O 
On this ffTfco day of Au^u ^4-. 2005 • before me personally appeared MwJaSLA C . rjL,rv. KT 

to me known to be the person di 
. executed same (Vi* 

ribed in and who executed the foregoing instrument.j 
free act and deed. 

Witness my hand and seal the day and year last above written 
My Commission Expires: 

STATE OF 

COUNTY OF .) 

acknowledged (hat 

On this . day of _ 

OFFICIAL SEAL 
JENNIFER TH0MAS0N 

Notary PuWic 
State of New Mexico 

My Commission Expires •gaflg-a ? 
. 2005 . before me per#fflBy1ip|BMWW' 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 05. , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF V ) 
The foregoing instrument Was acknowledged before me this day of ,20 0J , by_ 

, y ' of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

h, Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A 
JACQUEZ TONY^r-

a©©- PENN MABEL 
POBOX 3833 
FARMINGTON NM, 87499-3833 

Property Address Township Range Section QtrQtr Acres 

29 13 22 NWNW 0.25 

FARMINGTON NM, 87401-7401 

Legal: BEG 820 FT S OF NW COR 222913 
E 184 FT; S 60 FT; W 184 FT; N 60 
FT TO BEG. ALSO: 10 FT R/W IN 
B.1138P.668B.1209P.827 ESC 
B.1252 P.867 
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OIL AND GAS LEASE 
AGREEMENT made effective this . / 7 — d a y o f % ^ t ^ 2 0 OJL. by and between the undersigned 
hereinafter called Lessor(s), whose address ior notice purposes is set #it on the attached EXHIBIT and Svnergv Operating. 
UJL hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants ofthe Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling, for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 

* the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 

, fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
\ Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 
; 4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 

Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
i drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
i the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 

additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
i capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
\ other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
I well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 

having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
i Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 

production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share ofproduction, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and. Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission ofthe Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
aad if Lca&or owns a lesser interest, tbe royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 

>3«%v> / (SHSfewge whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
$wJ$$jA gfeltfiHffil'ff̂ ,. ana Stall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
^ ^ ^ ^ ^ ^ S i ^ ^ ^ e O T S i t f Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

STATE OF I^Lxx! f f ) jLjCiCX> ) 
ACKNOWLEDGMENTS 

COUNTY OF 
On this ( day of . 2005 _, before me personally appeared 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
\ f executed same i / - " " free act and deed. 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

STATE OF 

COUNTY OF 
On this . day of _ 2005 . before me personally appeared 

OFFICIAL SEAL 
JENNIFER TH0MAS0N 

Notary Public 
State of New Mexico 

Mŷ orrmtissjon Expires^.-^ 
m m w a » » + 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 0J , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF 
The foregoing instrument was acknowledged before me this 

, of " 
day of 
on behalf of said 

,20 05 - by-

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A " 
POPE TROY L ET AL 
4315 WHOPI 
FARMINGTON NM, 87401-7401 

Property Address 

1403 BLUFFVIEW AVE 

FARMINGTON NM, 87401-7401 

Property Address 

816 TAMARACK 

FARMINGTON NM, 87401-7401 

Township Range Section QtrQtr Acres 

29 13 22 SE NW 0.1941 

Legal: BLUFFVIEW-REPLAT B LOT 2B 
B.1310P.196/198 

Township Range Section QtrQtr Acres 

29 13 22 SE NW 0.1941 

Legal: BLUFFVIEW-REPLAT B LOT 7B 
B.1310 P.196-198 
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OIL AND GAS LEASE 
AGREEMENT made effective this / f c dav of $ f x £ / p n * 20 j g ^ T by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating. 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. I f at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and i f they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule dr regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share ofproduction, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. I f that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

STATE OF Al.iu3 ffltum 
ACKNOWLEDGMENTS 

COUNTY OFV) CipQoCu^ 
On this I b i ? dav of 

to me known to be the person described 
executed same 
Witness my hand and seal the 

My Commission Expires: 

A-14 
STATE OF 

acknowledge! 
., 2005 . before me personally appeared 

In and who executed the foregoing instrument, and acknowledged that 
free act and deed, 
day and year last above written 

Notary Public 

OFFICIAL SEAL 
KHISTA K. FLORES 
NOTARY PUBLIC 
STATE OF NEW MEXICO 

COUNTY OF 
My Commission Expires: 

E OF NEW ME> 

On this day of 
to me known to be the person described 

executed same 
Witness my hand and seal the 

My Commission Expires: 

_, 2005 . before me personally appeared. 
in and who executed the foregoing instrument, and acknowledged that. 
free act and deed. 
day and year last above written. 

Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 05. , by_ 

. of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 05 , by. 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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EXHIBIT "A " 
ROBERTS MELVIN P ET UX 
2317E17THST 
FARMINGTON NM, 87401-7528 

1817 S BUTLER AVE 

BAfcMMGTON NM, 87401 -0000 

Property Address 

980 HEAD ST 

FARMINGTON NM, 87401-0000 

Township Range Section QtrQtr Acres 

29 13 22 NW SW 0.36 

Legal: BEG AT SE COR OF NWSW 
222913 TH W 196.11 FT, N23'42'E 
11.59 FT, N 12.43 FT, N30'54'E 
13.98 FT, N0r44'E 45.23 FT, E 
143.51 FT, N8T24'E 39.99 FT, S 84 
FT TO BEG. B.1265P.743 

Township Range Section QtrQtr Acres 

29 13 22 SE SW 0.747 

Legal: BEG W 165 FT FROM NE COR 
SESW 222913 TH S15"W 84.47 FT, 
S66'2LW 192 FT, S84'42'W 9.92 
FT, N 159.24 FT, E 207.19 FT TO 
BEG. TR 2, ALSO BEG AT NE 
COR SESW 222913 TH S64'44'W 
191.70 FT, N15'E 84.47 FT, E 151.50 
FT TO BEG. TR. 12 B.1142P.595 



OIL AND GAS LEASE 

AGREEMENT made effective this / * f davof ^ { A f g 20 OS by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating. 
LLC hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants ofthe Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. I f such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) ofthe gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. I f at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and i f they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share ofproduction, which the aereage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent ofthe Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 

... accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

. , _ . ACKNOWLEDGMENTS 
STATE OF ^ H ) " i K ^ L l t b ) 

COUNTY OF 
On th is^^Ml ' lK, davof ^ ( i ^ Q . 2005 . before me personally appeared. hi J A D. Scott 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that 
S^CTjfc executed same 0 P" free act and deed. , \ 

Witness my hand and seal the day and year last above written. . . I / Q M f\A 1 ^V '* . 
My Commission Expires: / M ^ boc^ HilQif)Q6^ ^M1\(WUS^ ^ ^ P ' M j . 

' Notary Public ^ 

STATE OF 

COUNTY OF 
On this day of , 2005 . before me personally appeared. ••••*#< to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 05 , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF 
The foregoing instrument was acknowledged before me this 

, of 
day of 
on behalf of said 

_,20 05. by-

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 

200511386 06/27/2005 02:45P 
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EXHIBIT "A " 
SCOTT LINDA D 
1433 TORY AVE 
FARMINGTON NM, 87401-6754 

Property Address 

1433 TORY AVE 

FARMINGTON NM, 87401-7401 

I 

Township Range Section QtrQtr Acres 

29 13 22 SE NW 0.1381 

Legal: ODAFFER LOT 8 02B.1217 P.930 
B.1246P.103 

200511386 06/27/2005 02:45P 
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Producer* 88 Paid Up 

OIL AND GAS LEASE 
AGREEMENT made effective this 4 ^ day of ( ^ O ^ a ^ h 20 05 by and between the 
undersigned hereinafter called LessorXs), whose address for ncrticê purposes is set out on the attached EXHIBIT and 

SYNERGY OPERATING LLC hereinafter called Lessee, whose 
mailing address is: P. O. Box 5513. Farmington. New Mexico 87499 Lessor, for and in consideration of 
the sum of Ten Dollars ($10.00) and other good and valuable consideration, including but not limited to: the royalties 
provided herein, and the covenants ofthe Lease, the receipt of which are hereby acknowledged, Lessor hereby grants, 
leases and lets exclusively to Lessee tne land described below for the purpose of investigating, exploring for, drilling 
for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas together with all rights, 
privileges and easements useful for lessee's operations on said land and on land in the same field with a common Oil 
and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan 
County and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced 
therewith underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and 
rights-of-way which traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any 
of said land, and including all reversionary rights therein. This lease covers all the Interest now owned by, or 
hereafter vested in the Lessor and Lessor releases and waives all rights under any Homestead Exemption Laws. 
Lessee will investigate whether Lessor has any claim to prior production from oil and gas wells previously drilled that 
should have included Lessor's acreage described herein. If such investigation determines that Lessor is entitled to 
share in the production from such previously drilled wells, Lessor would receive royalty, as set out herein below, and 
Lessee would receive its share of production, less Lessor's royalty. Lessee may inject water, salt water, gas or other 
substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called ''primary 
term", and as long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from 
said land, or Lessee is engaged in drilling or reworking operations on said land. Should Lessee breach any provision 
of this Lease, or at any time fail to perform fully any obligation hereunder, the Lessor shall have the right to terminate 
this Lease and render it null and void if such breach, is not addressed within thirty (30) days after Lessor has given 
Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be 
delivered at the wells or to tbe credit of Lessor into the pipeline to which aie well may be connected: Lessee may, at 
any time or times, purchase any royalty oil, paying the market value in the field on the day it is run to the storage 
tanks or pipeline: (b) the market value at the well of fifteen percent (15%) of the gas (including casinghead gas or 
other gaseous substances) produced from the land and sold, provided mat on gas sold at the well the royalty shall be 
fifteen percent (15%) ofthe amount realized from such sale: (c) fifteen percent (15%) of the amount realized from 
the sale of any other substances produced from said land with Oil and Gas. Lessee may use, free of royalty, oil, gas, 
and water for all operations hereunder. 

4. This is a PAD UP LEASE; mere is no yearly rental payment that is due. If at the expiration of the 
Primary Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor 
is engaged in drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) 
days prior to the end ofthe Primary Term, Ihe lease shall remain in force so long as operations on said well, or well, 
or for drilling or reworking of any additional well are prosecuted with no cessation of more than ninety (90) 
consecutive days, and if they result in the well being capable of production of oil or gas, or so long thereafter as oil or 
gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or 
strata, with other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate 
an orderly or uniform well spacing pattern or to comply with any order, rule or regulation ofthe State or Federal 
regulatory or conservation agency having jurisdiction. Such pooling shall be accomplished or terminated by filing of 
record a Declaration of Pooling, or Declaration of Termination of Pooling, and by mailing or tendering a copy to 
Lessor. Drilling or re-working operations upon or production from any part of such spacing unit shall be considered 
for all purposes of this Lease as operations or productions from tins Lease. Lessee shall allocate to this Lease the 
proportionate share ofproduction, which the acreage in this Lease included in any such spacing unit, bears to the total 
acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or any stratum or strata, with 
other lands and Leases in the same field without the expressed written permission ofthe Lessor. 

6. Lessee may, in the interest of economy, conirningle production from this Lease with production 
from one or more Leases in the same field provided a method of measurement in accordance with established 
engineering practices is used to measure the production and to allocate the production to the respective Leases 
corruningled. 

7. No weU, road or pipeline shall be placed on Lessor's land without the express written consent of 
the Lessor. 

8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, 
from conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons 
therefrom by reason of scarcity of, or inability to obtain or to use equipment or material, or by operation of force 
majeure, or because of any Federal or State law or any order, rule or regulation of a governmental authority, then 
while so prevented, Lessee's obligations to comply with such covenant shall be suspended, and Lessee shall not be 
liable in damages for failure to comply therewith; and mis Lease shall be extended while and so long as Lessee is 
prevented by and such cause from conducing drilling (which shall include the inability of lessee, through no fault of 
its own, to obtain sufficient and satisfactory material and equipment), or re-working operations on, or from producing 
oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so prevented shall not be 
counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are 
determined with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed 
non-participating royalty), and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced 
proportionately. Lessee may purchase or discharge in whole or in part any tax, mortgage or lien upon said land, or 
redeem aie land from any purchaser, any tax sale or adjudication, and shall be subrogated to such lien with the right 
to enforce it, and may reimburse itself from any royalties accruing under the terms of this Lease. 

hums 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting 
clause and whether all parties named in the gnmting clause execute me Lease or not. 

11. Lessee shall have the right to conduct an exarrunation of the county records for the purpose of the 
verification of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that 
examination reveals that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease 
those rights to Lessee at the same consideration and on the same terms, conditions and provisions applicable to the 
original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all 
successors of said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

STATE OF 
ACKNOWLEDGMENTS 

COUNTY OF 
*ff*\ davof * Ctathis 

Y^}Cn$n4. to me known to be the person 
that *7\<_ executed same 

. 2005 . before me personally appeared 
ibed in and who executed the foregoing instrument, and acknowledged 

free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires 

STATE OF. 

MARTHA NETHERY 
* ' '* '*'"* Notary Public, State of Texas 

" My Commission Expires 
) July 07. 2007 

COUNTY OF 
On this 

' « « „ i i » < * 

.-. NETHERY 
•••ualic. State of Texas 
'.c emission Expires 
July 07, 2007 

. day of. _, 2005 . before me personally appeared. 
_to me known to be the person described in and who executed the foregoing instrument and acknowledged 

executed same free act and deed. that 
Witness my hand and seal the day and year last above written. 

My Commission Expires'. 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 05. 

by , of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: " 

Notary Public 

STATE OF 

COUNTYOF ) 
The foregoing instrument was acknowledged before me this day of , 20 05. 

by : , of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 

I I M I I M I I I 
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Exhibit "A" 

Legal Description 

Attached to and made a part of that certain Oil and Gas Lease made effective 
(faty*^ tf . S A O S by and between Lessor and Synergy Operating, LLC 

* as Lessee. 

LESSOR: 

LOIS LOUISE SLINGERLAND 
9430 SPRING BRANCH 
DALLAS, TX 75238 

TOWNSHIP 29 NORTH, RANGE 13 WEST 
SECTION 22 - W/2 

LEGAL. 
NW/4 SW/4, AND SOUTH 12 RODS OF THE SW/4 NW/4, excepting 
approximately 1 Acre Tract. 

45 GROSS ACRES AND 4.725 NET ACRES 

2005T4766' 
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OIL AND GAS LEASE 

day of 20 ££T „ d A C ( L ^ 20 ^ by and between the undersigned 

^ j ^ K 1 ^ ^ ^ ^ ^ . ! ^ ! ! ; t ' r ? r ° ^ ^ » .tormg. treanngarid ^ 3 m ^ ^ a ^ g ^ 

(NOTE: tt death is due to accident, homicide, trauma, or 
unknown causes, refer case to Medical Investigator) 

Certified by Physician CX San Juan 
County of Death 

Farmington 
City, Town, Location 

© 

o 
3*: 

DECEDENT • NAME 

DATE OF BIRTH (mo, day, yr) 

June 4, 1939 

First 

Howard 
Middle 

R. 
Last 

Stover 
AGE - last birthday 

«. 64 
UNDER 1 YEAR 

DECEDENT HISPANIC? 

6c. {JNO C Yes Specify. 

MOS. DAYS 
Sb. [ 

UNDER 1 DAY 
HOURS 

5c. 

SEX 

M 
DATE OF DEATH (mo, day, yr) 

\ugust 12, 2003 
RACE • Specify White, Black, Native 
American, etc., . , 

White 
Spanish . Mexican Cuban Puerto Rican Other 

• • D a • Specify 

IF NATIVE AMERICAN, Specify Tribal 
Affiliation (e.g. Zia, Jicarilla, Navajojfetc.) 

Sb. 
EDUCATION OF DECEDENT •. Indicate highest grade 
completed / \ 
7. 0 1 2 3 4 5 47 4 9 10 11 12 13 14 15 16 17 + Kit 

PLACE OF DEATH - Name of hospital or other facility (if neither, give street and number or location) 

1136 York 
HOSPITAL 

Bb. 
• Inpatient • ER/Outpatient • DOA 

.OTHER 
• Nursing Home [^Residence D Other (Specrfy) 

STATE OR COUNTRY OF BIRTH 

gjfest-Virginia 

CITIZEN OF WHAT 

 

RESIDENCE - State 

Hew Mexico 

MARRIED, NEVER MARRIED, 
WIDOWED, DI\iQRG£D - Specify WIDC^ED^DI' 

led 

SURVIVING SPOUSE (If wife, give birth name) 

12. Ceci l ia Valdez 
USUAL OCCUPATION {Kind of work done during most of working life, even if retired) 

Owner-Operator 
County 

, 6 b San Juan 

WAS DECEDENT EVER: 
U.S. ARMED FORCES?; 
1 3 • YES %NO 

KIND OF BUSINESS OR INDUSTRY 

Roustabout Co. 
15b; City, Town or Location 

16c. 
Farmington 

STREET AND NUMBER OR LOCATION 

^136 York 
FATHER • NAME First 

17. Delbert 
Middle 

R. 
Last 

Stover 

ZIP CODE 

. 87401 

INSIDE CITY LIMITS? 

16d. % Y E S D N O 

MOTHER • BIRTH NAME First 

IB. 

Last 

Fitzpatr iCi 

E 
is 
ft 

o o 

St ^ 

O 
OJ 

INFORMANT • NAME (Type or print) 

k g c i l i a Stover 
MAILING ADDRESS Street/RFD No. 

1436 York 
19b. 

City/Town 

Farmington 
State 

New Mexico 
Zip 

87401 
METHOD OF DISPOSITION 

• Burial QfCremation • Removal from State • Donation • Entombment • 
20a. * 

CEMETERY/CREMATORY - Name 

ematory 
LOCATION City/Town State 

&io Rancho, New Mexico 
FACfi-fTY - NAME 

£gpe Memorial Chapel 
CtHIIHEH'S SIGNATURE - On the basis of examination and/or 
investigation, in my opinion death occurred at the time, date 
and place and due to the causets) stated. 

22a. 

DATE FILED AT NMVRHS (mo, day, yr) 

LU 
CO 
3 
< 
o 

TYPE/PRINT NAME Edward Kompare, M.D. 
Mb. ADDRESS ? ^ F. ^ f t t h S t . S tp W 4 

3^. 
I AUTORSt^ERFORMED WAS AN AUTORSt/PERFORMED? 

• YES B N O 
24a. 
WAS RECENT SURGICAL 
PROCEDURE PERFORMED? 

• YES BflS 
25a. 

CJfJ-IATURAL " tJ/iO01DC«rr '̂. 

If yes, were findings cofisidered in 

• YES 
24b. 

I b H t O l i l K A K S S I t i N A I U H t , _ 

sred in detorrmning cause of death? | LOCATION WHERE AUTC 

• NO 

IF YES, SPECIFY TYPE OF PROCEDURE 

25b. 

LOCATION WHERE AUTOPSY WAS PERFORMED (CITY, STATE) 

24c. 
DATE OF PROCEDURE 

DESCRIBE HOW INJURY OCCURRED (COMPLETE'-POR* ACCIDENT; SUICIDE, HOMICIDE ONDETERWINED> 

If Female: 
• Pregnant at time of death 
• Not pregnant, but pregnant within 42 days of death 
• Not pregnant wilhin past year 

26l D Unknown il pregnant * thin the pt t vpir 

27a. 
1NJURY AT WORK I PLACE OF 

IH YES Q r | & I 

HOUR Of INJURY 

INJURY - Specify ta-neMsirA, t*eet,4jt \Zr "f"n< j o * O>TNI <> 

L f . -

If yes, estimated] 
length of pregn; 

2fh 
DATE OF 1NJL.RY (n o day, yrj 

28. PART L Enter the diseases, injuries or complications which caused the doam D) not enter th mode of dy ng uch v i 
cardiac or respiratory arrest, shock, or heart failure. List only one cause per each line. 

o h " 0 

I to UJ LU < Zj 

IMMEDIATE CAUSE (Final 
disease or condition 
resulting in death.) 

. Sequentially list conditions, 
if any, leading to immediate 
cause: Enter UNDERLYING 
CAUSE {Disease or injury 
which initiated events 
resulting tn death) LAST 

DUE TO (OR AS A CONSEQUENCE OF): 

DUE TO (OR AS A CONSEQUENCE OF): 

DUE TO {OR AS A CONSEQUENCE OF): 

Ap, r x mate i t 'en il 
between onset and deal 

PART II. Other significant conditkHis contributing to death but rwt resulting in the underlying cause given in Part I 

SHADED AREAS FOR MEDICAL 1NVES 

158 >M2 

WARNING: IT IS ILLEGALTO ALIEH. COPY OR COUNTERFEIT THIS CERTIFICATE, 
AOI/ERTENCIA: ES ILEGALATERAR. COPIAR 0 FALSIFICAR ESTE CERTIFICADOl 

NVESTIGATOR - LEGAL OFFICER USE ON 

CERTIFIED COPY OF VITAL RECORD ( U A ^ / 2 f e l ^ l £ , 
This is a true and exact reproduction of all or part of the document . Q 
officially registered and filed with the New Mexico Vital S t a t e R e g i s t f a f 
Records and Health Statistics, Public Health Division, I I ' I M I J U S ' I I H J i l l IBM M w l u > " n u u c a i i u ^ l a t i o i i v a , r u u n i . n c a i u j LSIVISIUII, 

W m m ^ m m m ^ D HEALTH STATISTICS D A T E I S S U E D " " f r * * ' * * * 



OIL AND GAS LEASE 

day of ) k y v ^ 20 £>-^ by and between the undersigned 
ises is setftut on the attached EXHIBIT and Svnerev Operating. 

P. O. Box 5513 Farmington. New 

AGREEMENT made effective this 
hereinafter called Lessors), whose address for notice purposes 
LLC. hereinafter called Lessee, whose mailing address is 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 

\ investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Oas 
I together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
\ common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 

produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 
a and is described as follows: 

} See the description of leased lands contained in the attached Exhibit 

\ and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
I underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
\ traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 

reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 

I production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
I investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
f receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
I inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 
I 2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
| long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 

engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
fspduction, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
weds or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Tenn oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 

;ASBfT»s, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
. tfteftimary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
Ti&&iona! well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 

capable ofproduction of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 
5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 

other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
•fine Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent ofthe Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 

slaw or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
icovenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 

while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 

oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
I against the Lessee, anything in this Lease to the contrary notwithstanding. 

title to said land as to Lessor's interest therein. The royalties provided for are determined 
S estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 

the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
to such lien with the right to enforce it, and may reimburse itself from any royalties 

S«n Junn County, NM Cl.rk FRflN mmmQ^l 



10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

^'"iTi"""* 

ACKNOWLEDGMENTS 

COUNfV,OF','!^4>4^'^ ^ / ^JL, r> 
On this "VV<%" dav of ~ . 2005 . before me personally appeared / s A LS>70r< ci 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
On this day of , 2005 . before me personally appeared 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 0J , by_ 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF ) 
§ 

COUNTY OF ; ) 
The foregoing instrument was acknowledged before me this day of , 20 05 , by. 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 

200512113 07/08/2005 03-04P 
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EXHIBIT "A 
STOVER HOWARD R ET UX 
1436 YORK AVE 
FARMINGTON NM, 87401-6755 

Property Address 

1436 YORK AVE 

FARMINGTON NM, 87401-7401 

Property Address 

1432 YORK AVE 

FARMINGTON NM, 87401-7401 

Township Range Section QtrQtr Acres 

29 13 22 SE NW 0.1392 

Legal: ODAFFER LOT 6 04B.710 P.140 

Township Range Section QtrQtr Acres 

29 13 22 SE NW 0.1489 

Legal: ODAFFER LOT 5 04ALSO S 4 FT 
LOT4 04B.1124 P.750 
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OIL AND GAS LEASE 
AGREEMENT made effective this Z T T ^ A - day of 20 by and between the undersigned 
hereinafter called Lessor(s), whose address fofnoVice purposes is set out on the attached EXHIBIT and Synergy Operating. 
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants ofthe Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 

• reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
iry Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
I well are prosecuted with no cessation of more than ninety (90) consecutive days, and if they result in the well being 
'production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 
5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 

other 'JIII'S and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
imsA spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
Iqjmng jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 

JSSSj&WaUon of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
tfjntttoction from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
^•§P£SSe. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in 
• JHgf meh pacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 

l or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor, 
j i t ; Lessee may, in the interest of economy, commingle production from this Lease with production from one or 

|iih the same field provided a method of measurement in accordance with established engineering practices is used to 
r the production and to allocate the production to the respective Leases commingled. 

No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

Hjng. or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
, w inability t£ obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 

T/K/BmSS^^ 6 o r r e S u ' a t ' o n of a governmental authority, then while so prevented, Lessee's obligations to comply 
H s N M l p H be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 

'while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 

j*0,OC from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
• M l MB pejcfiMinted against the Lessee, anything in this Lease to the contrary notwithstanding. 

• warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
mMmtatiu mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 

vV4*Bns a. lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
i>|H|f§|jB.p*it any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 

Hlg subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
"""fiffe. Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership ofthe oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we si; first above written. 

STATE OF AJAxJ fflts&QjD 
ACKNOWLEDGMENTS 

COUNTY OF -Sf t> \ "3kZLA ) 
On this f f f r a jay of . 2005 . before me personally appeared. 

inS wlei to me known to be the person described in anS who executed the foregoing instrument, and ackno' 
executed same free act and deed. 
Witness my hand and seal the day and year last above written 

My Commission Expires: 

J 
dged that. 

STATE OF. 

COUNTY OF 
On this . day of. _, 2005 . before me persna^vpjpati 

OFFICIAL SEAL 
JENNIFER TH0MAS0N 

Notary Public 
— Slate of New Mexico 
%C yrission Expires 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of , 20 05 , by. 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF 
The foregoing instrument was acknowledged before me this 

, of 
day of 
on behalf of said 

,20 05 - by_ 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 
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Exhibit "A" 

Legal Description: 

Attached to arjd made a part of that certain Oil and Gas Lease made effective 
o ^ / J ^ — o ^ by and between Troy R. Strickland, et al, Lessor and 
Synergy Operating, LLC as Lessee. 

TOWNSHIP 29 NORTH, RANGE 13 WEST, SECTION 22 

570 ft X 560 ft in SE corner of NW NW 222913 

B787 P506 
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Produces 88 Paid Up 

OIL AND GAS LEASE 
AGREEMENT made effective this £ ." t£ day of / W W *> j ~ 20 05 by and between the 
undersigned hereinafter called Lessors), whose address for notice ptiposes Is set out on the attached EXHIBIT and 

SYNERGY OPERATING LLC hereinafter called Lessee, whose 
mailing address is: P. O. Box 5513. Farmmaton. New Mexico 87499 Lessor, for and in consideration of 
the sum of Ten Dollars ($10.00) and other good and valuable consideration, including but not limited to: the royalties 
provided herein, and the covenants of the Lease, the receipt of which are hereby acknowledged, Lessor hereby grants, 
leases and lets exclusively to Lessee the land described below for the purpose of investigating, exploring for, drilling 
for, producing, saving, owning, handling, storing, treating and trarrŝ porting Oil and Gas together with all rights, 
privileges and easements useful for lessee's operations on said land and on land in the same field with a common Oil 
and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan 
County and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced 
therewith underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and 
rights-of-way which traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any 
of said land, and including all reversionary rights therein. This lease covers all the Interest now owned by, or 
hereafter vested in the Lessor and Lessor releases and waives all rights under any Homestead Exemption Laws. 
Lessee will investigate whether Lessor has any claim to prior production from oil and gas wells previously drilled mat 
should have included Lessor's acreage described herein. If such investigation determines that Lessor is entitled to 
share in the production from such previously drilled wells, Lessor would receive royalty, as set out herein below, and 
Lessee would receive its share of production, less Lessor's royalty. Lessee may inject water, salt water, gas or other 
substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary 
term", and as long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from 
said land, or Lessee is engaged in drilling or reworking operations on said land. Should Lessee breach any provision 
of this Lease, or at any time fail to perform fully any obligation hereunder, the Lessor shall have the right to terminate 
this Lease and render it null and void if such breach, is not addressed within thirty (30) days after Lessor has given 
Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) of the Oil produced and saved from said land to be 
delivered at the wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at 
any time or times, purchase any royalty oil, paying the market value in the field on the day it is run to the storage 
tanks or pipeline: (b) the market value at the well of fifteen percent (15%) of the gas (including casinghead gas or 
other gaseous substances) produced from the land and sold, provided that on gas sold at the well the royalty shall be 
fifteen percent (15%) ofthe amount realized from such sale: (c) fifteen percent (15%) of the amount realized from 
the sale of any other substances produced from said land with Oil and Gas. Lessee may use, free of royalty, oil, gas, 
and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the 
Primary Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor 
is engaged in drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) 
days prior to the end of the Primary Term, the lease shall remain in force so long as operations on said well, or well, 
or for drilling or reworking of any additional well are prosecuted with no cessation of more than ninety (90) 
consecutive days, and if they result in the well being capable ofproduction of oil or gas, or so long thereafter as oil or 
gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or 
strata, with other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate 
an orderly or uniform well spacing pattern or to comply with any order, rule or regulation of the State or Federal 
regulatory or conservation agency having jurisdiction. Such pooling shall be accomplished or terminated by filing of 
record a Declaration of Pooling, or Declaration of Termination of Pooling, and by mailing or tendering a copy to 
Lessor. Drilling or re-working operations upon or production from any part of such spacing unit shall be considered 
for all purposes of this Lease as operations or productions from this Lease. Lessee shall allocate to this Lease the 
proportionate share ofproduction, which the acreage in this Lease included in any such spacing unit, bears to the total 
acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or any stratum or strata, with 
ojther lands and Leases in thesame field without tijeexr^essed written perrnission of me Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production 
from one or more Leases in the same field provided a method of measurement in accordance with established 
engineering practices is used to measure the production and to allocate the production to the respective Leases 
commingled 

7. No weft, road or pipeline shall be placed on Lessor's land without the express written consent of 
the Lessor. 

8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, 
from conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons 
therefrom by reason of scarcity of, or inability to obtain or to use equipment or material, or by operation of force 
majeure, or because of any Federal or State law or any order, rule or regulation of a governmental authority, then 
while so prevented, Lessee's obligations to comply with such covenant shall be suspended, and Lessee shall not be 
liable in damages for failure to comply therewith; and this Lease shall be extended while and so long as Lessee is 
prevented by and such cause from conducing drilling (which shall include the inability of lessee, through no fault of 
its own, to obtain sufficient and satisfactory material and equipment), or re-working operations on, or from producing 
oil or gas or other hydrocarbons from the leased premises; and tlie time while Lessee is so prevented shall not be 
counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are 
determined with respect to the entire mineral estate in Oil and Gas (irKluding all previously reserved or conveyed 
non-participating royalty), and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced 
proportionately. Lessee may purchase or discharge in whole or in part any tax, mortgage or lien upon said land, or 
redeem the land from any purchaser, any tax sale or adjudication, and shall be subrogated to such lien with the right 
to enforce it, and may reimburse itself from any royalties accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting 
clause and whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination ofthe county records for the purpose of the 
verification of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that 
examination reveals that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease 
those rights to Lessee at the same consideration and on the same terms, conditions and provisions applicable to the 
original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all 
successors of said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

tteL*« Tr«v+ ^[ifa H<a«n A T E ­

STATE OF 7~<£x<4S 
ACKNOWLEDGMENTS 

COUNTY OF 
On this 

.) 

BLANCA V.MARCUS 
•V,'COMMISSION EXPIRES 

May 13,2007 

. day of At)C-US>? . 2005 . before me personally appeared _ 

that 
Jo me known to be the person described in and who executed the 

executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 

STATE OF 

COUNTY OF 
On this .day of. 

.) 
, 2005 . before me personally appeared. 

Jo me known to be the person described in and who executed the foregoing instrument, and acknowledged 
• executed same free act and deed. that 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

STATE OF ) 
§ 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 05 

by , • of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: " 

Notary Public 

STATE OF 

COUNTYOF ) 
The foregoing instrument was acknowledged before me this day of , 20 05 

by , of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Cornmission Expires: 

Notary Public 

END OF ACKNOWI£TX}MENTS 
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Exhibit "A" 

Legal Description 

Attached to and made a part of that certain Oil and Gas Lease made effective 
f ~Z£>t?<T by and between Lessor and Synergy Operating, LLC 

as Lessee. 

HELEN TREAT 
124 BARRIO 
ANTHONY, NM 88021 

TOWNSHIP 29 NORTH, RANGE 13 WEST 
SECTION 22 - W/2 

LEGAL: 
NW/4 SW/4, AND SOUTH 12 RODS OF THE SW/4 NW/4, excepting 
approximately 1 Acre Tract. 

45 GROSS ACRES AND 5.625 NET ACRES 
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OIL AND GAS LEASE 
AGREEMENT made effective this J Z - 3 day of 20 ( P £ ~ by and between the undersigned 
hereinafter called Lessor(s), whose address for notice purposes is set!-out on the attached EXHIBIT and Synergy Operating, 
LLC. hereinafter called Lessee, whose mailing address is: P. 0. Box 5513 Farmington. New 
Mexico 87499. 

1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable 
consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are 
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of 
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas 
together with all rights, privileges and easements useful for lessee's operations on said land and on land in the same field with a 
common Oil and Gas Reservoir. The Phrase "Oil and Gas" as used herein includes all hydrocarbons and other substances 
produced therewith. The land included in this Lease is situated in the State of New Mexico. San Juan County 

and is described as follows: 

See the description of leased lands contained in the attached Exhibit 

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith 
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which 
traverse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all 
reversionary rights therein. This lease covers all the Interest now owned by, or hereafter vested in the Lessor and Lessor releases 
and waives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior 
production from oil and gas wells previously drilled that should have included Lessor's acreage described herein. If such 
investigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would 
receive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor's royalty. Lessee may 
inject water, salt water, gas or other substances into any stratum or strata under said land and not productive of fresh water. 

2. This Lease shall remain in force for a period of five (5) years from this date, called "primary term", and as 
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is 
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to 
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void i f such 
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice. 

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on 
production, to Lessor as follows: (a) fifteen percent (15%) ofthe Oil produced and saved from said land to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase 
any royalty oil, paying the market value in the field on the day it is run to the storage tanks or pipeline: (b) the market value at 
the well of fifteen percent (15%) of the gas (including casinghead gas or other gaseous substances) produced from the land and 
sold, provided that on gas sold at the well the royalty shall be fifteen percent (15%) of the amount realized from such sale: (c) 
fifteen percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas. 
Lessee may use, free of royalty, oil, gas, and water for all operations hereunder. 

4. This is a PAID UP LEASE; there is no yearly rental payment that is due. If at the expiration of the Primary 
Term oil and/or gas is not capable of being produced on said land, or from land pooled therewith, but Lessor is engaged in 
drilling, or reworking operations thereon, or shall have completed a dry hole thereon within ninety (90) days prior to the end of 
the Primary Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than ninety (90) consecutive days, and i f they result in the well being 
capable of production of oil or gas, or so long thereafter as oil or gas is produced from said land, or from land pooled therewith. 

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with 
other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform 
well spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or 
Declaration of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or 
production from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from 
this Lease. Lessee shall allocate to this Lease the proportionate share ofproduction, which the acreage in this Lease included in 
any such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or 
any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor. 

6. Lessee may, in the interest of economy, commingle production from this Lease with production from one or 
more Leases in the same field provided a method of measurement in accordance with established engineering practices is used to 
measure the production and to allocate the production to the respective Leases commingled. 

7. No well, road or pipeline shall be placed on Lessor's land without the express written consent of the Lessor. 
8. Should Lessee be prevented from complying with any express or implied covenant of this Lease, from 

conducting drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of 
scarcity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or 
State law or any order, rule or regulation of a governmental authority, then while so prevented, Lessee's obligations to comply 
with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease 
shall be extended while and so long as Lessee is prevented by and such cause from conducing drilling (which shall include the 
inability of lessee, through no fault of its own, to obtain sufficient and satisfactory material and equipment), or re-working 
operations on, or from producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so 
prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwithstanding. 

9. Lessor warrants title to said land as to Lessor's interest therein. The royalties provided for are determined 
with respect to the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty), 
and if Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or 
discharge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or 
adjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties 
accruing under the terms of this Lease. 
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and 
whether all parties named in the granting clause execute the Lease or not. 

11. Lessee shall have the right to conduct an examination of the county records for the purpose of the verification 
of Lessor's ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

12. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of 
said Lessor and Lessee. 

IN WITNESS WHEREOF, we sign the day and year first above written. 

STATE OF 

COUNTY OF 
On this 

to me known to be the person describes 
executed same 

ACKNOWLEDGMENTS 

, 2005 . before me personall 
h and who executed the foregoing insf 
free act and deed. 

My Con 
Witness my hand and seal the day and year last above written, 
lission Expires: .ommission bxpires: 

STATE OF 

OFFICIAL0! 
KATHLEEN M.Q1QI 
NOTARY PUBLIC 
My CorMRtttton Entires:. 

iTÊ QFtt£W MEXICO 

COUNTY OF .) 
On this . day of . , 2005 . before me personally appeared. 

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that. 
executed same free act and deed. 
Witness my hand and seal the day and year last above written. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 
The foregoing instrument was acknowledged before me this . day of , 20 05 , by_ 

, of on behalf of said 

Witness my hand and seal the d 
My Commission Expires: 

STATE OF ) \r~. ; s Pimm>! \> M f 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 05 , by. 

, of on behalf of said 

Witness my hand and seal the day and year last above written. 
My Commission Expires: 

Notary Public 

END OF ACKNOWLEDGMENTS 



EXHIBIT "A " 
VALENCIA JOSE D 
307 OURAY AVE 
FARMINGTON NM, 87401-6708 

Property Address Township Range Section QtrQtr Acres 

307 OURAY AVE 29 13 22 NW SW 0.2436 

FARMINGTON NM, 87401-7401 

Legal: TOTAH VISTA SUB LOT 5 
02B.558 P.97 




