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MINERAL DEED

THIS MINERAL DEED is made effective JULY 15, 2005 by and bstween 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”.

‘ WITNESSETH:

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 1o the ASSIGNED
MINERALS and associated lands to ASSIGNEE". IR T

NOW THEREFORE, in consideration of ten do|lafs and other good and‘ -\)a|uable 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: /:,1 0 Q Xl 4
Dolores A. Beardsley,
a single woman

ACKNOWLEDGMENT
STATE OF NEW MEXICO )

COUNTY OF SAN JUAN§)

The foregoing instrument was acknowlédged 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. -

T N
S )
My commission expires: _« Y. /¢ A5 ZeoF s g LA B iz o

-

< otary/Public
END OF ACKNOWLEDGMENT
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OFFICIAL SEAL
JENNIFER THOMASON
Notary Public
State of New Mexico
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OIL AND GAS LEASE

AGREEMENT made effective this ﬂ_ day of _j__“_”_é 20 Q__{ 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 fqr 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 ninefy (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

s this Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in
P 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.
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 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.
N A V)AL L )
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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 of the verificatig
of Lessor’s ownership of the oil and gas rights under the Jands, 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.

J & 5 e o ver
Susie  Chavez
Hela S vse 0, Guston
5SSt 5885 - 24- 035
STATE OF Ngw m%. co ) QCKNOWLEDGMENTS

: §
COUNTY OF _SA» Juan b _ HAVE 2
On this Q1 dayof wNL 2005 _, before me personally appeared S USE ft. C i
to me llgown to be the person described in and who executed the foregoing inst t, and acknowledged that
executed same v free act and deed.

Witness my hand and seal the day and year last above written. }‘/ f W
My Commission Expires: % OFFICIAL SEM, ‘
Aubusr G , 2008

STATE OF

NOTARY
STATE OF NEW MEXICO

u 6\;‘1 g
COUNTY OF A AT @&\gs’

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
R 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

|l |
L
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EXHIBIT "A"

CHAVEZ SUSIE ROSE
1120 BOWEN AVE
FARMINGTON NM, 87401-6606

Property Address

1120 S BOWEN
FARMINGTON NM, 87401-7401

Township Range Section QtrQtr Acres

29 13 22 NW NW 0.2

Legal: BEG AT APT WHICHIS 557 FTE
& 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

1378 06/27/2005
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OIL AND GAS LEASE |
AGREEMENT made effective this [Qm day of Aj{%‘gﬂ: 20 e§ by and between the undersigned

hereinafter called Lessor(s), whose address for notice purposes is set out bn the attached EXHIBIT and Synergy Operatin
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 Qil 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 fifieen 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: (¢)
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.

| [N
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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.

INED?S WHEREOF, we sign the day and year first above written.
Y ot

Aif,f'-“ Emel leo altla Fermy €. Dixon, alkfa Tarry Dn(ovl

q i his sole and Sepavata E{‘%Q("ﬂu‘

s . ACKNOWLEDGMENTS
STATE OF 1\1 tw Miyico )
- §

COUNTY OF A )

On this lO"j—‘ day of ﬁu;ay,s_t, 2005 _, before me personally appeared errey DiXxon
to me known to be the person described in‘and who executed the foregoing instrument, and acknowlédged that

executed same free act and deed.

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

- . < '
Iy, A5 2007 > =" OFFCIAL SEAL
J k4 ( ‘ JENNIFER THOMASON
STATE OF ) \« no Notary Public
§ 5= Sute of Now Mexico
COUNTY OF ) My Comnu P
On this day of , 2005 _, before me PTTIOTNNN ;
to me known to be the person described in and who executed the foregoing mstrument 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 mstrument 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

0/2005
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EXHIBIT "A4"

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 04511

Legal: TOTAH VISTALOTS 12 & 13
7B.724 P.277 QCD B.854 P.280

| lgllll DU 0 OO 0 AR

0514456 08/10/2005
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OIL AND GAS LEASE

AGREEMENT made effective this 26% dayof ____July 20 _05 by and between
the undersigned hereinafter called Lessor(s), whose address for notice purposes is set out on the attached E.X'HIBIT and
______Syneray 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 val}xable
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 Qescribeq 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 2 common Oil and Gas Reservoir, restfictedto thosé formations from the surface to.
the-base of ‘the Pictired 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 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 of the Lessor.

6. Lessee may, in the interest of economy, commingle production {rom 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

47P

Lessor.
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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, réstricted:to.section-22.of Fownship 29 North;-Range:12 West, San Juan:County; New Mexico.,

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 WHEREQF, we sign thg day and year first above written.
éthew T. Dodson aaria A Dodson

ACKNOWLEDGMENTS

ATE OF New Mexico )
§
doUNTY OF San Jaun )

On this Lé dayof 2005 __, before me personally appeared Matthew T. Dodson &
1 1

~weow £rig A 0 meé known to be the person described in and who executed the foregoing

U B LA (; qn?trument and acknowledged that __they executed same ____their free act and deed
~N S Witness my hand and seal the day and year last above writtex;
0 Crereet ,*% Xy Commission Expires: (-—ZB" o %ﬂ/
"" ' NEW (ﬁotary\‘ﬁf)lic { §
DT . -

STATE OF

— o =

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

END OF ACKNOWLEDGMENTS
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Exhibit “A”

Legal Description

Attached to and made a part of that certain Oil and Gas Lease ma
éJ, 2 é , A00S5 by and between Lessor and Synergy Of
g as Lessee.

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

PROPERTY ADDRESS:
1314 AND 1316 BLUFFVIEW AV. T2SN R13W SEC. 22 NENW 05A
FARMINGTON, NM 87401

LEGAL: BEG AT PT 99 FT N AND 220 FT W FROM SE CORNER OF NENW
22-29-13, W220FT, N9S FT, E220 FT, S99 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
LT L [l

200514124 08/05/200
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REVISED EXHIBIT “A”

Legal Description

Attached to and made a part of that certain Oil and Gas Lease made effective
by and between Lessor and Synergy Operating, LLC
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 05 A
FARMINGTON, NM 87401

LEGAL: BEG AT PT 99 FT N AND 220 FT W FROM SE CORNER OF NENW
22-29-13, W220FT,N99 FT, E220FT, S99 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
THENCEN 99 FT, W157.3FT, S99 FT, E 157.3 FT TO BEG.
B1369 P120
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OIL AND GAS | EASE
AGREEMENT made effective this ﬁ : LR day of 200 _3_:' by and between the undersigned

hereinafter called Lessor(s), whose address for notice purposes is setut on the attached EXHIBIT and Synergy Operating,

LLC. hereinafter calied 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 {and and
sold, provided that on gas sold at the well the royalty shall be fifieen 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 weli 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.
L 0 0 0
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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.

1. 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 oi} 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, condmons and stipulations shall extend to and be binding on all successors of
said Lessor and Lessee.

IN WITNESS WHEREOQF, e sign the day and year first above written.

/
ahgl\ Pom/ ngv€C

’ ACKNOWLEDGMENTS
STATE OFMMQ )
A e L
COUNTY OF : g om S ] .
On this day o , 2005, before me personally appeared JA X A & A A l /W

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

v,
Witness my hand and seal the day and year last above written. ', » "-:
My Commission Expires: d¢ ' ";' v
) SRS T TS
L L TP
L &0, oGNS
STATE OF ) X/ S
: >, bl ' KN
§ : .-'.":s") mﬁﬁ o
COUNTY OF ) w s ""mmm“«‘“
On this day of , 2005__, before me personally appeared el T
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

29/2005
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EXHIBIT "A"

DOMINGUEZ PHILAPITA AND ANGEL
615 POPLAR
FARMINGTON NM, 87401-7401

Property Address Township Range Section QtrQtr Acres
615 POPLAR ST ' 29 13 22 NW NW  0.1735
FARMINGTON NM, 87401-0000

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

| [ EBIOR A

100 0
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OIL AND GAS LEASE

AGREEMENT made effective this L‘lﬂ day of JuLY 20 _05 by and between
DUGAN PRODUCTION CORP.. hereinafter called Lessor(s), whose address is P. O. Box 420., Farmington, 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 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:

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

51P
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and containing 4.00 acres, more or less.

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 ail 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 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 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)
B consecutive days, and if they result in the well being capable of production of oil or gas, or so long thereafter as oil or
gy gas is produced from said land, or from land pooled therewith.

5. Lessee may at any tume or times pool any part or ali 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 pattem 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.

200513198 07/25/20

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
determu!efi 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.

SIGN & RETURN
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting
clanse 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.

DUGAN PRODUCTION CORP.

THOMAS A. DUGAN, PRES./

ACKNOWLEDGMENTS
STATE OF

)
§
COUNTY OF &,LC'/ 1 S i‘w/
On this dayof _ 2005 | before me personally
to me known to be the person deskribed 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

N R

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 ' s . of on behalf of said

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

Notary Public

STATE OF 71010 i co )

COUNTY OF p&n Juan ) |
The foregoing instrument was acknowledged before me thlsL day of ,20 05
by Thdamas A - Zhgfm . _Pesident  of 21 on behalf of said
’or/no/u Hen .

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

Notary Public
3/ulo¥
END OF ACKNOWLEDGMENTS
OFFICIAL SEAL
CONNIE L. RACZEK
NOTARY PUBLIC - STATE OF NEW MEXICO

My commission expires__




OIL AND GAS LEASE
AGREEMENT made effective this S h . day of 20 65 by and between the undersigped
hereinafter called Lessor(s), whose address for notice purposes is set out ongje attached EXHIBIT and Synergy' Operating,
LLC. hercinafter 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 fqr 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. [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 $aid 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 nqt 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
drilting, 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
ey 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),
ar_td if Msor owns a lesser interest, the royaity to be paid Lessor shall be reduced proportionately. Lessee may purchase or
das.chz’zrge' 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 A L A AL
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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 NQ‘A \\/\C%((,o )

ACKNOWLEDGMENTS

COUNTY OF M Pﬁba. ) G .
Onthis _S%: dayof Mlscl , 2005, before me personally appeared a.\ S D(&k&

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

Witness my hand and seal the day and year last above written. M\cp f) P I Q Q

executed same

My Commission Expires

8, ADI

sTATE OF _Newg ey

COUNTY OF DOM p(Y‘ov

)
§
)

Notary Public

Onthis 8%  dayof ‘A_\.BV 2005 _, before me personally appeared DK“ d S, Duko

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

Witness my hand and seal the day and year last above written. M 3 P ’ a Q

executed same

My Commission Expires

Oee . 8, 2008

STATE OF M.&.q e Tes
COUNTY OF DM \Omw

The foregoing instrument wa

kfiowledged before

Notary Public

of

5% by
day of ,20 05 , by
\onb alf of said

Witness my hand and seal the day and year last above written, M \l) P ’ a Q

My Commission Expires

Dw g aboz

STATE OF

COUNTY

The foregomg instrument

acknowledged before

Notary Public

Bt day of_‘\;.‘gT, 2005, by
onbechalfofsaid _

Witness my hand and seal the day anfd year last aBoxg written, z ! , \t) P I' l Q

My Commission Expires

rd

‘}LL % ; ;052/ /,,,,

P

qtary Public

END OF ACKNOWLEDGMENTS 5
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EXHIBIT "A"

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

Property Address Township Range Section QtrQtr Acres

409 E SPRUCE ST 29 13
FARMINGTON NM, 87401-0000

22 NW NW  0.1457

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

D)1 O 00 G MU O IR
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OIL AND GAS LEASE

AGREEMENT made effective this 2—0 day of 3 “nl 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. 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 grauts, 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 Mexaco, San Juan County

and is described as follows:

See the description of leased lands contained in the atiached Exiribit

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 m the Lessor and Lessor releases
and waives all rights under any Homestead Fxemption Laws. Lessee will mvestigate 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 emtitled to share in the production from such previously drilied wells, Lessor would
receive royalty, as set out herein below, and Lessee would receive its share of producuou less Lessor’s royalty. Lessee may
inject water, salt water, gas or other substances into any stratmn ; ddang n!»‘nl ive of fresh water.
2. This Lease shall remain in force for a pertod ¢ ror Rs 3
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therew1th 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 O1l 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 fiftcen percent (15%) of the gas (inclading 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 herennder.
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 bemng produced on said land, or from land pooled therewith, but Lessor is engaged in
dnlling, or reworking operations thereon, or shall have completed a dry hole thereon within mnety (90) days pnior 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 productlon of oil or gas, or so long thereafier as oil or gas is produced from said land, or from land pooled therewith.
Lessee may at any tupe or tunes pool any part or all of said land and Lease or any stratum or strata, with
other lands and Leases, stratum of strata, in the same field so as to coustitute a spacing wnit 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
sesnn 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 sech 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 mn said spacing unit. Lessee may not umitize 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 measarement 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
i 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 faiture 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,orfmmp:mducmgmlmgasmmlﬂhydrmbmsﬁmnthelasedmsm;mldﬂwhmewhﬂelﬁsseexsso

l prevented shall not be counted against the Lessee, anything in this Lease to the contrary notwi

: 9. Lessor warrants title to said land as to Lessor’s interest therem. The royalties prowded 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
dlschargemwhdemmpmtmngm%emhmnpmsmdlmlmmbanthelmmmymmhaser any tax sale or

ad_yudxcahon, 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 tenms, conditions and provisions applicable to the oniginal lease.

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

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

@Mﬁ@.@y&/ Teto N, Easl
ay

ACKNOWLEDGMENTS
§
Q/j[ , 2005 , before me personally appeared M%&m éf/ﬁ}[
bed/n and who executed the foregoing i wiedged that
i my hand and seal the last abo
'Mmsgoﬁﬁgnes day and year y "@g

% P B\—‘f’ﬂs‘f/*D )
4 ’5 Og*rm&p e M (LZD

COUNTY OF

‘,ﬂ' \|||ll1111, amthls
F&ﬁ&kq(vwntobethe

same

L Iheforegomgmstrmnentwasacmmwgedbeforemethls 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 foregomg 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

200511380 06/27/2005
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EXHIBIT “A”

LEGAL DESCRIPTION:

TOWNSHIP 29 NORTH, RANGE 13 WEST, SECTION 22,
BEG S33*42'E 2382.96 FT FROM NW COR 222913 TH E 43341 FT, S 1979.56 FT, W 43339 FT, N
1977.18 FT TOBEG. B.1135P.930  _. 19,68 AcRES

LESSOR’S ADDRESS:
BOBBY LEON EASLEY

4 SANDY LANE
PLACITAS, NM 87043

A'IEASHF’D\ TO AND MADE %EART OF THAT CERTAIN OlL AND GAS LEASE MADE EFFECTIVE OF

DAYOF JU4nf - , Y AND BETWEEN LESSOR AND SYNERGY
OPERATING, LLC AS LESSEE.

LI
LA 0
San Juan County, NM 0(:1001-5 an?‘ ."%'?HRI?DTG .00
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OIL AND GAS LEASE

AGREEMENT made effective this Zé éj'“ day of JE) he 2 g.‘:' by and between the undersigped
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. 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 Léssee would receive its share of production, less Lessor’s royaity. Lessee may
inject water, salt water, gas or other substances into any stratum or strata under, gi nd and not productive of fresh water.

2. This Lease shall remain in force for a period of five da from this date, called “primary term”, and as
long thereafter as Qil, 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 fifieen 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.

b 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 wetll, 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

S
-9 .-
? ‘} - g
P ‘y «A 2 0p is§ _/77%dayo , 2005, before me personally appeared&’lc{ LA 'V ﬁ”ﬂmﬂrg fﬂ/y
g ‘:‘é T ¥ to g il g the person described in and who executed the foregoing instrument, and acknowledged
B “.jb L gxe same free act and deed.
2, ‘é}"-.,_. B 1;:::‘??(1 my hand and seal the day and year last above writte
%, ’/"/ Pt My \‘qn"umsm Expires: N - b]
iy QJ)/ Y -0—7 ‘ Otary ublic
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 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

200511381 06/27/2
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EXHIBIT A

Attached to and made a par);‘?f that certain Oil and Gas Lease made
effective _June Ib"= 2005 by and between David L. Easley, 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,
51981.95 FT W 431.71 FT,

N 1979.56 FT TO BEG.

B 1135P 173 - 19.68 ACRES

BEG 427.05 FT E OF NW COR SESW 222913 TH S 206.80 FT,
N 84.42 E 11895 FT, N 19598 FT, W 118.44 FT TO BEG.
B 1199 P 572 - TRACT 7 - .547 ACRES

| I
L
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OIL AND GAS LEASE

AGREEMENT made effective this /4‘ -~ dayof JuLY 20 _05 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, Fammington, 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 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 royatlties 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 1s 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 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
gasmproduced from said land, or from land pooled therewith.

Lessee may at any time or times pool any part or all of said land and Lease or any stratum or
strata, mﬂxotherlandsandl.eases 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
fromoneormoreLeasesinﬂlesameﬁeldprovidedamdhodofmeamunmtmawordancemthestabhshed
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; andtheﬁmewhﬂelmseeissopreventedshallnotbe
counted against the Lessee, anything in this Lease to the contrary notwi

9. Lessorwmrantshﬂetosaldlandastol,&ssorsmterwtmerem, 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.

1. 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.

PAWIEL. AS IR 'Bvaaa. EU"{‘MS
ACKNOWLEDGMENTS
STATE OF _/ew M &Xlicn )
§ ,
COUNTY OF Sty Juan) ) - ¢ 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: ent, 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 Now MS)ic e )
§
COUNTY OF _SAw 3uaw ) ‘
B A&tht&sonﬂ"s \4 Sdayof Tylv_ 2005 , before me personally appeared DANISL FRIAS I, AND

tomelmowntobemepersondmﬂ)edmandwhoexemnedﬂlefmegomgmsummt and acknowledged
that :'F;\a h executed same ﬂm free act and deed.
Wlmesémyhandzmds&l&edayandyeatlastabovewnﬁm% O/
CAIn e

My Commission Expires: ] anm/
Ouln, 25 20007 S
a) 7 OFHCIAL SEAL
STATE OF ) JENNIFER THOMASON
§ Notary Public
COUNTY OF )

State of New Mexxc ‘
i
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 05
by 5 of on behalf of sa1d

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

Notary Public

END OF ACKNOWLEDGMENTS

3200 07/25/2005
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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.1309 P.859 B.1379 P.232

3200 07!
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OIL AND GAS,LEASE )
AGREEMENT made effective this Q'Z i é’ day o}\j'/ 20 _é)g and between the undersigned

hereinafter called Lessor(s), whose address for notice purposes is set out onythefattached EXHIBIT and Synergy Operating,
LLC. hereinafter called Lessee, whose mailing zi:i ss 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 royaity, 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

ication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties

g 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.
1. 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,

N t t, D ACKNOWLEDGMENTS
STATE OF
iy
{
COUNTY OF 9 E)z 0 Q[ UZHI {im Mé
On this day of (2005 __, before me personally appeared . ! 7 ‘-6 M/(/k)

to me known to be the person described in and

executed the foregoing instrument, and acknowledged that —
./—-—'executed same

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 thatfzv 4 : . 4b
executed same free act and deed. v.;\'_/,‘ () V! 3“'\5\,‘ )
Witness my hand and seal the day and year last above written. M- ATTIN
My Commission Expires: AT
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

0L 00 0 D 01 0
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REVISED EXHIBIT “A”

Legal Description

ted 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
CARLSONRD NO.2C
SANTA FE, NM 87508-7508

PROPERTY ADDRESS:
1600 S. BUTLER
FARMINGTON, NM 87401

LEGAL: BEGN 1241.8 FT AND W20 FT AND N 60.47 W 1256 FT
FROM SE CORNER NWSW 222913, THENCE N 60.47 W 59.9 FT,
N 115 FT, S60.54 E 59.85 FT, S 115.5 FT TO BEG.

B 1018 P 26. -.14A AND

BEG N 1444.88 FT AND W 183.91 FT FROM SE COR NWSW 222913,
THENCE S 115FT, N60.47 W 4890 FT, N65.24 W 41.12 FT,
N100FT, S72.09 E84.82FT TOBEG. - .19 A

LI L

200514123 08/05/
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OIL AND GAS LEASE
AGREEMENT made effective this Z” g day of @ 20 ﬂ£ by and between the undersigped
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 strecams 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 royaities free of costs and expense of development and operation, except taxes on
: production, to Lessor as follows: (a) fifteen percent (15%) of the Qil 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 andfor 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

o e naty Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any

" addittonal 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
edjudication, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties

undu !he terms of this Lease.
| L A0 O M A
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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.

1l 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
s7aTE 08 Pee0 P runt € )

COUNTY(MExJé4k—CLow—~413 53%/0 c o T”’*i;_.
Onthis _/Q #A dayof %&«& , 2005 _, before me personally appeared el /0D 7?&%&:»".;
K »‘. . 0

to me known to be the person described in and who executed the foregoing instrument, and acknowledged that o,
executed same free act and deed. y
Witness my hand and seal the day and year last above writte
My Commission Expires; L2 200
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 exccuted 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

0L 0 T AR T
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EXHIBIT "A"

GONZALES SEFERINO CET AL
1109 SBUTLER AVE
FARMINGTON NM, 87401-6643

Property Address Township Range Section QtrQtr Acres

1109 S BUTLER AVE 29 13 22 NE NW  0.1527
FARMINGTON NM, 87401-7401

Legal: REPLAT SHADY GROVE SUB OF
LOTS 5-6-7BLK 1 LOT 7 1 B.895
P.233 LESS 5 FT B.1127 P.242
B.1314 P.600 ASSIGN B.1262 P.57

@7/08/2005 0
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OIL AND GAS LEASE

AGREEMENT made effective this éZﬂ( day of ¥ 20 €25 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 Qil 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 Qil 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 Qil, 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 Qil 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 fifieen 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 Qil 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

arge in whole or in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or

cation, and shall be subrogated to such lien with the right to enforce it, and may reimburse useif from. any myain&s
g 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.

[ 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. &/MstBD Teo S€c 22

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

. ‘ ACKNOWLEDGMENTS
state of ) Mesien

)
§
COUNTY OF

\ jﬁn t ’ uon ) .« .

On this (e day of & , 2005 __, before me personally appeared

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

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

_JO-]1-300%
STATE OF ‘ﬂ!;ul "”zf,uL’D_)
§
COUNTY OFMQML )
On this ‘ﬂ day of

m,%v, 2005, before me personally appeared __ ¥ 478 2 A AL
to me known to be the person described in and (rho executed the foregoing instrument, and acknowledged that
executed same free act and deed.

Witness my hand and seal the day and year last above writggn. j
0 <) - 2007 Notary Public

0 .
IWANDA CLARK
Notary Public

iCO ¥
State of New Mexlco A7

My Commission Expires: >

OFFICIAL SEAL
IWANDAF(’)L;}RK
' .o fv X0 Notary Public ‘
STATE OF )§ State of New Mexi dfo“ - JZ
COUNTY OF “SSer~rdroco ) e

e

The fqregoing in truyr\nent was acknowledged before me thi
K‘f hﬁ'ﬂ#\'—\’i—erofé 0y of

J.

Witness my hand and seal the day and year last above written. %r%[c&%
My Commission Expires:

Notary Public
STATE OF M : Mey e )
cotnTrersTaR 0 ) o
< ¥he o as acknowledged before me this”\' _ day of ;H !ﬂ ,20 05 , by Km\ FH/\
\N_ . v of on behalf of sai :
'\ ) .’ E . .
3y fiand andseal the day and year last above written. LM 1‘ % L@mu
i LA Notary Public
END OF ACKNOWLEDGMENTS
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GORDON TIMITHY LEE ET AL
408 SPRUCE
FARMINGTON NM, 87401-6634

Property Address

408 E SPRUCE ST
FARMINGTON NM, 87401-7401

EXHIBIT "A"

Township Range Section QtrQtr Acres

29 13 22 NW NW 045

Legal: BEGATAPT878FTS&550FTE
FRNW COR 222913 E 119 FT, S
160 FT, W 119 FT, N 160 FT TO
BEG. B.1269 P.46
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OIL AND GAS LEASE
AGREEMENT made effective this Zb"b day of J M 2004 by and between the undersigned
hereinafter calied 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 betow 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 QOil 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 fifieen 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.

3. 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.
1. 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.

%m/
ave % “IA . Baenrd

Jawet h ARRIS AKA éCl&]_‘\JRWLEDGMENTQ H B <
STATEOFJ&gan_AAsxissL__
COUNTY OF _Swna) ‘[:5%;[ )

Onthis _ Zbe ¥day of _Jualewy , 2005 _, before me personally appeared cRanLss i ann Jaasd Haons
to me known to be the person described in and who executed the foregoing instrument, and acknowledged that e 1 “/&/A

executed same _ 4 @y~ free act and deed.
Witness my hand and seal the day and year last above writte] é I ANt
My Commission Expires: P iW LA S C. .

o . < "4 - Harne
Suly 35 2004 4%~ OFFICIAL SEAL hosaud
STATE OF ) f "\ ; JENM';,ER %OMASON and
R ary Public
§ e Wife
COUNTY OF ) i
On this day of . 2005 _, before m¢ pt a ’ P g
to me known to be the person described in and who executed the foregomg mstmment 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

200513364 07/2

20f3 B1414 P456 R 13 00 D 0 00
San Juan County, NM Clerk FRAN HANHARDT




HARRIS CHARLES H
1303 SBUTLER A
FARMINGTON N

Township Range Section QtrQtr Acres

29 13 22 NE NW  0.3182
GTON NM, 87401-7401

Legal: SHADY GROVENO.2LOTS2 &3
1 B.740 P.590
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OIL AND GAS LEASE
AGREEMENT made effective this R0HA day of :SSA we 20 05 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 Qil 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 Qil, 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 Qil 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 weil, 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.

S. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or strata, with
sy 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 upen 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. -

Don R Herrexa Lserlle Mo Hereere

T

ACKNOWLEDGMENTS

Omt Supe 2005, before me personally appeared Z ENEEL:’U‘“& &M&

yknowir to be the person described in and who executed the foregoing instrument, and acknowledged that

“executed same free act and deed.
Q' Witness my hand and seal the day and year last above writte
-mei"n"_ssfon Expires: ‘
ki Notary Public
_:hghaydrni
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 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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HIBIT "A"

HERRERA DON R ET UX
809 SYCAMORE ST
FARMINGTON NM, 87401-6669

Property Address Township Range Section QtrQtr Acres

809 SYCAMORE 29 13 22 SE NW  0.1802
FARMINGTON NM, 87401-7401 '

Legal: ODAFFER SUB LOT 11 01B.895
P.187
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"o Producers 88 Paid Up e
‘ ) OIL AND GAS LEASE

AGREEMENT made effecive this B 12> day of JuLY 20 _05 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 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 niparian, 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 nights therein. This lease covers all the Interest now owned by, or
hereafier vested in the Lessor and Lessor releases and waives all rights under any Homestead Exemption Laws.
Lessee will investigate whether Lessor has any clain 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 wonld 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 i 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, 1snotadd1essedmﬂ1mthmy(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 Qil 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) fifieen 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 1sproducedfmmsmdlmd,orﬁmnlandpooledﬂ1erew1m

LeswemayatanyumeorhmspoolanypanorallofsmdlandandLeaseoranystrahmor
strata, vnth other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate
an orderly or uniforms 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 govermental 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 Jand, 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.
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10. M[é/seshal]bebmdmgupona]lwho execute it, whether they are named in the granting
L clm:seandwhetheraﬂpm&anmnedmthegmnhngclmseexmnethelmseormt

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.

goal 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.

v D Martvez () Rk V. Mewhvey

ACKNOWLEDGMENTS

STATE OF L)Qg.; ) MAL_( D)
. §
COUNTY OF ,-ZM— E%U_ﬂ! ) .
On this day of J‘vl;\»‘ ,2005_ , before me personally appeared QU&LD R /Z\]&V

Mm.;_to me known to be the person described in and who executed the foregoing mstrument, and acknowledged
they executed same YW @1\¢_free act and deed.
Witness my Hand and seal the day and year last above written.

My Commission Expires:
; - <7 : A
e b%clsf A00F . J[:_NOF‘FICIAL SEAL
NIFER THOMASON
STATE OF ) Notary Public
o oF § == M . State of New Megco :
UNTY ‘ y Lommission Expir 25
On this day of , 2005 __, before me PeISURTIVIIpEme: s
to me known to be the petsondwcnbed in and who executed the foregoing msu'ument, and acknowl ped
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 R
by. s 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 sald

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

Notary Public

END OF ACKNOWLEDGMENTS

20051 2489 @7/14
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San Juan County, NM Clerk FRAN HANHARDT




TINEZ JUAN D JR ET UX
0X 2124

ESPANOLA NM, 87532-7532

Property Address

Township Range Section QtrQtr
GRAHAM RD

Acres
29 13

22
FARMINGTON NM, 87401-7401

NE NW  0.4591

Legal: GARDEN ACRES SUBD LOT 18
B.1260 P.561 B.1326
P.325
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OIL AND GAS LEASE
AGREEMENT made effective this [é day of MC 20 6- 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.

| PR 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 drilied 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 Qil, 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 this Lease. ‘

1384 06/27/2005




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

.STATE0F1}hudLlIh&&$L£L__)

PSR, i Y

oy
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COUNTY OF_SM-S&&A* | : e ]

On this A %X\ day of :-S-‘-'sn.ﬂ-— 2005 _, before me personally appeared

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

Notary Public

‘e
’-
‘.

wm\ PR

QM_ZAAL___ . /$‘ ‘““'.MQ\‘»V/

STATE OF ) 0, *» , ,
§ o "'nm.m“‘ x
COUNTY OF ) e
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

Property Address Township Range Section QtrQtr Acres
1437 YORK AVE 29 13 22 SE NW  0.2763
FARMINGTON NM,

Legal: ODAFFER SUBDIVISION LOTS 7
AND 8§ BLOCK 03 B.1283 P.473
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OI;AND GAS LEASE

AGREEMENT made effective this day of 20 _05 by and between the

undersigned hereinafter called Lessor(s), whose address for notice p is set out on on the attached EXHIBIT and

SYNERGY OPERATING LLC 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 (310.00) 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 inchudes 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

andcontmnmgthenetmsaoutmthemachedEMt,mcMnganOﬂandGasandsubsmncesproduced
therewith underlying -lakes and streams of which all or any part of the land is riparian, all roads, easements, and
nghts-ofwaywhxchuaverseoradjomsmdlandandmcludmgalllmdsownedorclmmedbyLessorasapartofany
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 ixwmtigaﬁon 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. ’Ihxslweshalirenmmmforceforapenodofﬁve(S)yearsﬁ'mnﬂnsdate,called‘pnmary
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 pxpehnetowhlch ﬁlewellmaybeconnected Lesseemay, 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
gasxspmducedfrmsmdland,orﬁomlandpooledthemwnh.

Lessee may at any time or times pool any part or all of said land and Lease or any stratum or
strata,MthotherlandsmdLeasm,straunnorsn'ata,mthesameﬁeldsoastooonshmteaspamngumttoﬂacxhtate
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 prodnction 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 n 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. Lessce may, in the interest of economy, commingle production from this Lease with production
from ome or more Leases m 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

7. No well, roed or pipeline shall be placed on Lessor’s land without the express written consent of
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 ﬁomoondmmgdnﬂmg(whmhshaﬂmdudethemhhxycﬂme&,dnmghmfmkd
its own, to obtain sufficient and satistactory material and equipment), orte-m opes ; an,mﬁ'm. eI

countedagaumtheLw,anyﬂnngmﬂnsLeasetoﬂxemay

9. Lessor warrants title to said land as to Lessor’s interest v
determined with respect to the emtire mineral estate in Oil and Gas (inchading o) -
non-participating royalty), and if Lessor owns a lesser imterest, &emﬂyhb&mmww
proportionately. meymmhmmmsdmgemmkmmmﬂymmwbmmmdlud,m
redeem the land from any purchaser, any tax sale or adjndication, and shall be sabrogeted to sach Lien with the night
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 ali who execute it, whethertheyaxenamedmthegtannng
clause and whether all parties named in the granting clause execute the Lesdse 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.

WITNESSWHEREOF we sign the day and year first above written. Q
|
‘Métlé DA G @B‘Z\

R VEn/)VA J. MofLTDA)

ACKNOWLEDGMENTS
§ .
COUNTY OF _SAn JV ) ,
On this a’é day of 2005 _, before me personally appeared 2 Venra
NoRTow to me known to be the dwm'bedmandwhoexmtedtheforegomg instrument, andac owledged
that W, exeanedsame_~&m_ﬂ__ﬁ'eeactanddee¢

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

s # ;
Sty 25 20073 E=x  OFFICIAL
\) 7 YEAGE\Y JENNIFER THOMASON
STATE OF ) statf:ootiarg Pu&llc .
§ oW
COUNTY OF ) ’50"5 07
-On this day of 2005 » before nfePEISHA AT ' :
to me known to be the person described in and who executed the foregomg instrument, and acknowledged
that executed same free act and deexd.
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 s
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 fomgomg instrument was acknowledged before me this ___ day of , 20 05
by of on behalf of sald

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

Notary Public

END OF ACKNOWLEDGMENTS

20f3 B1415 P489 R 13 00 D 0 00
San Juan County, NM Clerk FRAN HANHARDT




EXHIBIT "A"

RTON ROBERT K ET AL
5 TAOS AVE
FARMINGTON NM, 87401-6749

Property Address Township Range Section QtrQtr Acres

503 TAQS AVE 29 13 22 NW SW  0.2431
FARMINGTON NM, 87401-7401

Legal: - TOTAH VISTA LOT 4 06B.1205

P.860
Property Address Township Range Section QtrQtr Acres
515 TAOS AVE 29 I3 22 NW SW  0.246

FARMINGTON NM, 87401-7401

Legal: TOTAH VISTA SUBDIVISION
LOT 5 06B.1026 P.352

200514458 08/10
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OIL AND GAS LEASE

———

AGREEMENT made effective this 'Zz’\’m day of 52!(_'& 20 0£ 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 royaities 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 operatlon except taxes on
production, to Lessor as follows: (a) fifteen percent (15%) of the Qil 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, tree 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 il 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

A 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 > J)ortFsn) s@éwfédmat ./
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ACKNOWLEDGMENTS

STATE OF _Aew) Moxien )

CLED NolTow M CLes 2 Wup
COUNTY OFMd_) Toia A Gonzales aida W and
Onthis _ 2%  dayof - .zg! , 2005, before me personally appeared Jul1a A Hefae:

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

Witness my hand and seal the day and year last above wm ﬁ j
My Commission Expires: L AN LE YL AL

-—SU\_- P : . Notary Publ ‘
\p{\j' = = 20074 D OFFICIAL SEAL
STATE OF ) 8 JENNIFER THOMASON
§ ; Notary Public

COUNTY OF ) | V== State of New Mexico

On this day of , 2005 _, before me personally appfasgs My Commission EXHWGS £
to me known to be the person described in and who executed the foregoing instrument, and acknowl dged

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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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

EXHIBIT "A"

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.1207 P.520

LN L i L] WAL |
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OIL AND GAS LEASE
AGREEMENT made effective this l Qt’: day of ﬁr%xusﬂ'zo by and between the undersigned
t out

hereinafter calied Lessor(s), whose address for notice purposes is se the attached EXHIBIT and ___ Synergy Operating,

LLC. hereinafter called Lessee, whose mailing addressis: ___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 afier 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, commmgle production from this Lease with production from one or
more Leases in the same field provided a method of measurement in accordance with established engmcermg 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.

1. 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 lcase,

12. This lease and all its terms, conditions, and stlpulatlons 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.

Nebpcsz, .
Pewn MkdeL  alife Poun c, mayelL

. ACKNOWLEDGMENTS
state oF Alw) Mli~tico

—— §
COUNTY OF _San oo )

Onthis _J;7&B _dayof ,2005 _, before me personally appeared [Yiabe] C. p,Lm. i
to me known to be the person described inand who executed the foregoing mstrumeynd acknowledged that ___.2
—____ executed same A5 v free act and deed.

e

v». .y '

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

.

3 OFFICIAL SEAL

JENNIFER THOMASON
STATE OF )
‘ §
COUNTY OF )
On this day of » 2005 _, before me perfeNy WD BCON
to me known to be the person described in and who executed the foregomg mstrument 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:
A Notary Public
‘A

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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BIT "A"

FACQUEZFOREET
%6 PENN MABEL
POBOX3833 S
FARMINGTON N 99-3833

Prope Township Range Section QtrQtr Acres

29 13 22 NW NW  0.25
VINGTON NM, 87401-7401

Legal: BEG 820 FT S OF NW COR 222913
E 184 FT; S60 FT; W 184 FT; N 60
FT TO BEG. ALSO: 10 FT R/W IN
B.1138 P.668 B.1209 P.827 ESC
B.1252 P.867

4767 08/16/2005 08:43R
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OIL AND GAS LEASE

o 2%
AGWENT made effective this , 17 day of 20 Oi by and between the undersigned
iielrzmaﬁer called Lessor(s), whose address sor notice purposes is set gt on the attached EXHIBIT and Synergy Operating,

hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmi
e g 0] b armington, New

) l 4 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
hercb)_/ 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 sitvated 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 comaining the net acres set out on the attached Exhibit, including all Qil 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 reccive 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. 7 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
i 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 sha!l 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 1o the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty),
f Lessor owns a lesser interest, the royalty 10 be paid Lessor shall be reduced proportionately. Lessee may purchase or
in whole o in part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or
be_subrogated 1o such lien with the right to enforce it, and may reimburse itself from any royalties

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 ¢il 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.

%%m Luglons Dogor

. ACKNOWLEDGMENTS
STATEOF Niw Maxieo )

§
COUNTY OF_Soun SDuan

On this [1Y%  dayof _&AL__, 2005 _, before me personally appeared Tf{M ‘r Ru,J' ro Pc',ﬂb

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

Witness my hand and seal the day and year last above wrme}/ ! i ﬁ Z( /
My Commission Expires: ot W

S S g OFFICIAL SEAL
Sy > JENNIFER THOMASON
STATE OF ) S Notary Pubtic
§ Wy C State of New Mexico
COUNTY OF ) y bommission Emffes_?.:%:t__»_’i \
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
R 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"

POPE TROY L ET AL
4315 W HOPI
FARMINGTON NM, 87401-7401

Property Address

1403 BLUFFVIEW AVE
FARMINGTON NM, 87401-7401

Property Address

816 TAMARACK
FARMINGTON NM, 87401-7401
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Township Range Section QtrQtr Acres

29 13 22 SE NW  0.1941
Legal: BLUFFVIEW-REPLAT B LOT 2B
B.1310 P.196/198

Township Range Section QtrQtr Acres

29 13 22 SE NW  0.1941

Legal: BLUFFVIEW-REPLATB LOT 7B
B.1310 P.196-198
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OIL AND GAS LEASE

AGREEMENT made effective this /e day of M_ 20 Q{ 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 Qil 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 shail 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 ér 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.
1. 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.

Wiahowss: - Fnleis™

ACKNOWLEDGMENTS
STATE OF )
§
COUNTY OF ! (, .
On this (Y day of , 2005__, before me personally appeared : 4 S
to me known to be the person described Tn 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: OFFICIAL SEAL

. RISTA K. FLORES
</ “/ Q PJ Notary Public NOTARY PUBLIC
STATE OF NEW MEXICO
STATE OF ) 2 4,7
§ My Comiggion Expires:

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

200512492 07/14/200
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HIBIT "A"

Township Range Section QtrQtr Acres

2 29 13 22 NW SW 036
ONNM,:87401-0000

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
1398 FT, NO1'44°'E 45.23 FT, E
143.51 FT, N87'24'E 39.99 FT, S 84
FT TO BEG. B.1265 P.743

Property Address Township Range Section QtrQtr Acres
T

980 HEAD ST 29 13 22
FARMINGTON NM, 87401-0000

SE SW  0.747

Legal: BEG W 165 FT FROM NE COR
SESW 222913 TH S15°W 84.47 FT,
S66°21'W 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.1142 P.595

L
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OIL AND GAS LEASE

AGREEMENT made effective this ‘ EE day of Q“NC 20 0S by and between the undersigned

ttliél nafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating,

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
hereb)( acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land deseribed 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 ot 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 Qil 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 _New) ‘Mexieo )
§
COUNTY OF j ] '
On this ih “E day of d UA©__, 2005, before me personally appeared LJ ; l\[d A D S ¢o R

to me kpown to be the person described in and who executed the foregoing instrument, and acknowledged that
executed same __Q) E free act and deed.

BN Sy

POl

Witness my hand and seal the day and year last above written. _ ;:_:._.r 074 O

My Commission Expires: r . 06 RN By
} 33 a’ b Notary Public _ ' 49} L
@ ?‘ W 1.
STATE OF ) ':,‘r Ay
§ .

COUNTY OF ) , op “d}

On this day of , 2005 __, before me personally appeared g, w o
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

200511386 06/27/2005
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EXHIBIT "A"

SCOTT LINDA D
1433 TORY AVE
FARMINGTON NM, 87401-6754

Property Address - Township Range Section QtrQtr Acres
1433 TORY AVE 29 13 22 SE NW  0.1381
FARMINGTON NM, 87401-7401

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

-
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OIL AND GAS LEASE

AGREEMENT made effective this_ 4% day of % 20 _05 by and between the
undersigned hereinafter called Lessor(s), whose address for noti 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 of the Lease, the receipt of which are hereby acknowledged, Lessor hereby grants,
leases and lets excluswely 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 pow 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) fifieen 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
PrmmyTexmoﬂandlorgasmnotcapableofbemgpmduoedon 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, wxmotherlandsandLeases,suammorstrata,mﬂxesameﬂeldsoastooonsnnneaspacmgumttofhcmtate
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 n accordance with established
engineering practices is used to measure the production and to allocate the production to the respective Leases

;
i

commingled.
, 7. No well, road or pipeline shall be placed on Lessor’s land without the express written consent of
o 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 fauit of
its own, to obtain sufficient and satisfactory material and equipment), or re-working operafions on, or from producing
oil or gas or other hydrocarbons from the leased premises; andthemnewlnlel.esseeissoprevemedshallnotbe
; countedagamsttheL&ssee anything in this Lease to the contrary notwi

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.

SIGN & RETURE
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10. Tlnsl.esseshaﬂbebmdmguponallwhoexecutelt,wheﬂlertheyarenamedmthegrannng
clause and whether alt parties named in the granting clanse 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 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 legse.

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 {%.ﬂ% )
’ §
COUNTY OF A 1L ) o i
On this day of Qa‘(ﬁ ,2005 _, before me personally appeared 4&&{9 Ot
6{!7\536([@\4 tomelmovmmbethepuson ibed in and who executed the foregoing instrument, and acknowledged
that Qlne executed same free act and deed. _
meessmyhmdandsea!meday and year last above written.
My Cmsslm EW MU, Z - 6 \4/\ YZW

7,
-

o '0.;0 MARTHA NETHERY
% Notary Public, State of Texas
My Commission Expires

2,

\\

7.0

.+ NETHERY
slic, State of Texas

./

B,

\s
Foat
"u 1y

STATE OF Hgss ) Juyor 2007 /ST misin Exres
_9 Illlll‘ )
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 R
by, , of ot behalf of said
Wlmessmyhandandsea}medayandyearlastabovemmen
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

20f3 B1415 §
San Juan County, |
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Exhibit “A”
Legal Description
Attached to and made a part of that certain Oil and Gas Lease made effective

Owopad 4 , 2005 by and between Lessor and Synergy Operating, LLC
v as Lessee.

LESSOR:

LOIS LOUISE SLINGERLAND
9430 SPRING BRANCH
DALLAS, TX 75238

TOWNSHIP 29 NORTH, RANGE 13 WEST
SECTION22 - 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

I '

O BT 10 0
30f3 B1415 P797 R 13.00 D 2.00
San Juan County, NM Clerk FRAN HANHARDT
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OIL AND GAS LEASE

the undersigned
hi __f___- day of 0 O by and bit_wimsymm_gj&f&‘m-
AGREEMENT made effective this +Zut on the attached EXHIBIT and

address for notice purposes is s€
I;jfgnaﬁer called Lessor(s) Wht?::emaﬁer called Lessee, whose mailing address is:

P. O. Box 5513 Farmington, New

Mexico 87429. of the sum of Ten Dollars ($10.00) and other good and valuable

1 Lessor, for and in consideration

d the covenants of the Lease, the receipt of which are

g rovided herein, an f
consideration, including but not limited to: the‘eroasyesaltl::dplets exclusively to Lessee the land described below for tht(a) ﬁurf\zsz :S
._harehv acknowledged, Lessor hereby grants, S A Lamdling. storing. reating and transporting Oil an¢ ]
A 0 0
= P = e e e s e o X
(NOTE: if death is due to accident, homicide, trauma, or Certified by Physician EX ir on,
j unknown causes, refer case to Medical investigator) County of Death City, Town, Location
S DECEDENT - NAME First Middie Lest SEX DATE OF DEATH (mo, day, yr) &/
] ‘Howard R. Stover , M __éug:ust 12, 2003
DATE OF BIRTH (mo, day, yr}. | AGE - last hirthday UNDER 1 YEAR UNDER 1 DAY _[RACE - Specity White, Black, Nativ' /"
Y MOS. DAYS | HOURS _ MiNS. hite ‘ et .. . e N 'N"n\”“)
gune 4, 1939 _Isa. 64 sb. I Sc. | 6a. e :
----- DECEDENT HISPANIC? ~ . i EDUCATION OF D‘EGEBE;, .~ ndi i
. Spanish Mexican  Cuban Puerto Rican Other completed ya
6. fNO [} Yes Specify: 0 0 0 g O Specily 7.01284547.8:910 111213 14 15 16 17 + U
- o PLACE OF DEATH - Name of hosprtal or other facility (if neither, give street and number-or Ioeenon) k i T

4 lea 1836 York . .

HOSPITAL OTHER | . . S
—— ﬁ o [m] Inpstiem 0 ER/Outpatient (] DOA L [3'Nursing Home CXResidence D) Other (Specity):
8 STATE OR COUNTRY OF BIRTH | CITIZEN OF WHAT | MARRIED, NEVER MARRIED, SURVIVING SPOUSE (f wife, give birth name) WAS DECEDENT EVER
o . i . U.S. ARMED FORCES?

U YPMarried " | Cecilia Valdez

13, OYES [NO

USUAL OCCUPATION {Kind of work done during most of working life, even it retired) KND OF BUSINESS OR INDUSTRY

METHOD OF DISPOSITION

o 150, Owner-Operator gbpustabout Co.
RESIDENCE - State- . County ~ }City, Town or Location s |INSIDE CITY LIMITS?

_ New Mexico . 1. 52N Juan |, Farmington . 16q, T YES CINO

3 STREET AND NUMBER OR LOCATION ) paid CODE : ’

" 3236 York o 87401

-t o JFATHER - NAME First Middle Last ~ JMOTHER - BIRTH NAME  First Middle Last

-8 § . Delbert R. Stover - Edna Fitzpatric

: " INFORMANT - NAME (Type or print) MAILING ADDRESS Street/RFD No. City/Town State Zip
- Lecilia Stover . 1436 York Farmington New Mexico 87401
 —

= - CEMETERY/CREMATORY - Name
9 3 Burial E%:remation O'Removal from State (] Donation [] Entombment [ Other eccfy)/l /\ y ematory

g 5 LOCATION yT State syRvi SEE o 0 ENSE NUMBER
€ |9 |Rio Rancho, New M 5 e ' / FSP-620
8- 3 & — ’ ~§ E X AV D No. : State

’\f e Qpe Memorial Chapel S ARL sAdrington : n  New Mexico

[ ca(mars 'SIGNATURE - On the'basis of examination and/or Eld B DATE SIGNED (moﬁ : HOUR OF DEATH

%; . 2éc. ? 1 ‘\

"{PRONOUNGED DEAD (houn

10:00.AM,

STATE REGISTRAR'S SIGNATURE

Nmmﬁmmﬁmmngmddemr
O YES O NO )
. L 24b. 24c. -
WAS RECENT SURGICAL: ~ | IF YES, SPECIFY TYPE OF PROCEDURE ‘| DATE OF PROCEDURE C"IF;'T'G',G:' ot time I yes, estimated
PROCEDURE PERFORMED? 8 vy mf"‘fn bt prognent wittin 42 days of deatn] SNGth of pregn
- DYES B( . 3 Not pregnast within past year
3] 25a S L A — S S T — . (] Unknown If prognant within the past year 26b.
(=) = by ¥ Wy >
ot
@ T
™ < | “‘é& A e e
- ul | , « o . L
A 28. ' PART, Enwmeduseases “s\r:oc oroomplmnonswtuchonusedmedaad\ Donotentermamodeofdymg.suohas L Approximate interval
& LL. | . mrdiac or respiratory arest, k, or heart failure. List only one cause per each line. ; between onset and de:
(e
S w IMMEBIATE CAUSE (Final [ ) J\m
o ) = disease or condition - > o
D '°S“"'"9 in deﬂ"') » DUE TO (OR AS A CONSEQUENCE OF):
= < R : - : S
= O : 5 b
..Sequen Tist eondnmns. : :
2100 Py nfd?n ot con 3 DUE TO (OR AS A CONSEQUENCE OF)
x i &0 ‘cause! Enter UNDERLYING )
CaghSE {Disgiase or injury c.
Z which: initiated events .
g ! resulting in ) LAST DUE TO {OR AS A CONSEQUENCE OF):
PART-{l, Other :si i conditions contributing tg death but not: resulung in-the tnderlying cause given in Part |.

S_HA ED AREAS FOR MES!CAL‘iNVESTlGATOR LEGAL OFFIC

1 5 8 % & ' CERTIFIED.COPY OF VITAL RECORD

This is a true and exact reproduction of all or part of the docu £
officially registered and filed with the New Mexico Vital

Ji WARNING: 1T 1S (LLEGAL TU ALTER, COPY.OR GDUNTERFEIT THIS CEHTIFIGATE
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OIL AND GAS LEASE
AGREEMENT made effective this Z day of %ﬁ; 20 05 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

containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith
deriying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which
rse or adjoin said land and including all lands owned or claimed by Lessor as a part of any of said land, and including all
lonary rights therein. This lease covers all the Interest now owned by, or hereafier vested in the Lessor and Lessor releases -~
aives all rights under any Homestead Exemption Laws. Lessee will investigate whether Lessor has any claim to prior
tiction from oil and gas wells prekusly drilled that should have included Lessor’s acreage described herein. If such
stigation determines that Lessor is entitled to share in the production from such previously drilled wells, Lessor would
ive royalty, as set out herein below, and Lessee would receive its share of production, less Lessor’s royalty. Lessee may
iaject 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
fong thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is
in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to
yom fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such
, 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
duction, to Lessor as follows: (a) fifteen. percent (15%) of the Oil produced and saved from said land to be delivered at the
or to the credit of Lessor into the pipeline to which the well may be connected: Lessee may, at any time or times, purchase
g8y 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 royaity shall be fifteen percent (15%) of the amount realized from such sale: (c)
en percent (15%) of the amount realized from the sale of any other substances produced from said land with Oil and Gas.
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
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
Term, the lease shall remain in force so long as operations on said well, or well, or for drilling or reworking of any
ional well are prosecuted with no cessation of more than nmety (90) consecutive days, and if they result in the well being
ﬂpable 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 patt or all of said land and Lease or any stratum or strata, with
mhet 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
baving 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
ction from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from
Lease. Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in
such spacing unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or
-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
re Leases in the same field provided a method of measurement in accordance with established engineering practices is used to
#easure 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
omdmung drilling, or re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of
: ity of, or inability to obtain or to use equipment or material, or by operation of force majeure, or because of any Federal or
. or any order, rule or regulation of a governmental authority, then while so prevented, Lessee’s obligations to comply

sovenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease
' ed 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

cing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so
mmst the Lessee, anything in this Lease to the contrary notwithstanding.
s title to said land as to Lessor’s interest therein. The royalties provided for are determined
estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty),
a2, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or
iax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or
d to such lien with the right to enforce it, and may reimburse itself from any royalties

1 LI Il IHIIII i Tk L
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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.

1. 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"“ou iy ,,"'
\

84y

ACKNOWLEDGMENTS

P Rd

1.2 w ) g 4 : - 7é ,
Onthis - =<5 dayof __( WAE, 2005 , before me personally appeared & (44 '// Yui 3 ez
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. / O~
My Commission Expires: M*‘

f Notary Public
/N2 [Z0} ey
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 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

A
e L

20f3 B1413 P209 R 13.00 D 0.00
San Juan County, NM Clerk FRAN HANHARDT




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 NwW  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 S4FT
LOT 4 04B.1124 P.750

00 U0 O R MU

200512113 07/0

P209 R 13 00 D 0 00
gnonfiana gfula, NM Clerk FRAN HANHARDT



/ .r.ﬁ%]

%Ww
OiL AND GAS LEASE
AGREEMENT made effective this — 2%% day of z% 20 Q{ by and between the undcrsigped
hereinafter called Lessor(s), whose address foFnofice 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 Qi} 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 Jand 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) consecative 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
lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate an orderly or uniform
. spacing pattern or to comply with any order, rule or regulation of the State or Federal regulatory or conservation agency
g jurisdiction. Such pooling shall be accomplished or terminated by filing of record a Declaration of Pooling, or
ion of Termination of Pooling, and by mailing or tendering a copy to Lessor. Drilling or re-working operations upon or
in from any part of such spacing unit shall be considered for all purposes of this Lease as operations or productions from
e, Lessee shall allocate to this Lease the proportionate share of production, which the acreage in this Lease included in
g unit, bears to the total acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or
r strata, with other lands and Leases in the same field without the expressed written permission of the Lessor.

Lessee may, in the interest of economy, commingle production from this Lease with production from one or
the same field provided a method of measurement in accordance with established engineering practices is used to
ction 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
re-working operations thereon or from producing oil or gas or other hydrocarbons therefrom by reason of
p abtain or to use equipment or material, or by operation of force majeure, or because of any Federal or
rule or regulation of a governmental authority, then while so prevented, Lessee’s obligations to comply
all be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Lease
e 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
m producing oil or gas or other hydrocarbons from the leased premises; and the time while Lessee is so
counted 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
line mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty),
lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or
part any tax, mortgage or lien upon said land, or redeem the land from any purchaser, any tax sale or
mbmgatcd to such lien with the right to enforce it, and may reimburse itself from any royalties

200513201 07/2

San Juan County, NM Clerk FRAN HANHARDT
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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.

) 4 TRoy s lck lan &
Aeal v q Wi ssic and sepavale
&
£ °PQ"';:‘1"\ ACKNOWLEDGMENTS
stateoF N Meyied )

COUNTY OF _pun N ) CJ
On this [9T2 day of X ;_.15@ , 2005__, before me personally appeared [ o ed Strek 15"‘"~

to me known to be the person described in an who executed the foregoing instrument, and acknowtédged that -

executed same free act and deed. ;

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

"’Skp\“(5 a5, 2009 7

JENNO;;‘FFZ%I%L oA
§ 0 )§ S Notary Pubtic
COUNTY OF ) C | tate of New Mexrco
On this day of , 2005 _, before me perdiwml Plagee:
to me known to be the person described in and who executed the foregoing mstrument a.nd 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 day of ,20 05 , by
s 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

572005

20f3 B1414 P293 R 13.00 D 0.00
San Juan County, NM Clerk FRAN HANHARDT



Exhibit “A”
Legal Description:
Attached to and made a part of that certain Oil and Gas Lease made effective

o/-14—05 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

513201 Q7/25/2005

30f3 B1414 P293 R 13. 0 D 0 00
San Juan County, NM Clerk FRAN HANHARDT
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Producers 88 Paid Up

OIL AND GAS LEASE

AGREEMENT made effective this é ﬂ day of _%’_‘ 20 _05 by and between the
undersigned hereinafter called Lessor(s), whose address for notice is set out on the attached EXHIBIT and
SYNERGY OPERATING LLC hereinafter called Lessee, whose
address is: P. Q. 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 royaities
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 inchaded 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 riparien, 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 opemﬁons hereunder.

4. This is a FPAID 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 Tenm, 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
gasxsproducedﬁ'omsmdland,orﬁmnlandpooledtherethh.

Lessee may at any time or times pool any part or all of said land and Lease or any stratum or
strata,mthotherlandsandl.eases, 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

p——— 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
o&ahndsmdlmswmmesameﬁeldmthoutmeexpressedmﬁmpmmmofmelﬁmor

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

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

Should Lessee be prevented from complying with any express or implied covenant of this Lease,
i fmm 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 ordes, rule or regulation of a governmental authority, then
while so prevented, Lessee’s obligations to comply with such covensnt 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
oomtedagamsttheLessee anything in this Lease to the contrary notwithstanding.

Lessor warrants title to said land as to Lessor’s interest therein. The royalties provided for are
detexmmed 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 clanse execute the Lease or not. ‘

11. Lesseesha!lhaveﬁxenghttooonductanexmnmmmoftheommtyrmdsforthepmposeofthe
verification of Lessor’s ownership of meoﬂmdgasnghtsnmdermelands 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 legse.

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.

Hetew Traat all)a Halew A Trecd

BLANCA V. MARCUS
*4y COMMISSION EXPIRES
May 183, 2007

ACKNOWLEDGMENTS
STATEOF _7 £ XAS

COUNTY OF _£¢_FDd o D
On this 6 day of 4¢Ls7 ,2005 beforemepersom!lyappemed i

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

that executed same free act and deed,

' Witness my hand and seal the day and year Iast above written,
My Commission Expires:

wy /3, U007

[ 0o

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 mstnnnent, and acknowledged
that executed same free act and deed.
Wltness my hand and seal the day and year last above written.
My Commission Expires: ,
Notary Public
STATE OF )
' §
COUNTY OF )
The foregoing mstroment was acknowledged before me this day of ,20 05 »
by s : of ont behalf of said

Wxtnessmylmndmdsea!ﬂmdayandyearhstabovem&m

My Commission Expires:
Notary Public
STATE OF )
§
COUNTY OF )
The foregoing instrument was acknowledged before me this___ day of , 20 085
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!Illl 1 0 O A
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Exhibit “A”

Legal Description

Attached to and made a part of that certain Oil and Gas Lease made effective

ﬁggm% AN , 25~ 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 - WI/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

- 200514455 08/10/20
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OIL AND GAS LEASE

AGREEMENT made effective this 0?-5 day of ggﬂ/ 20 @_5‘_ by and between the undersigned
hereinafier called Lessor(s), whose address for notice purposes is set-dut 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 “Qil 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
inj ect water, salt water, gas or other substances into any stratum or strata under said Jand 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 Qil 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 1o such lien w1th the right to enforce i, and may reimburse itself from any royalties
accruing under the terms of this Lease.

200515322 08/24/2005 12:0
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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.

' N ew M (Q ACKNOWLEDGMENTS

STATE OF ()

COUNTY OF g‘é\? N 0(3})’76 ’D \/ A €M}k
On this day of ., 2005, before me personally appgare : :

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

My Conymission Expires:

16 260¢

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 datpaift-Yeaudbablnv@nali i
My Commission Expires:

STATE OF ) L ;
§ g g g m‘vwm R
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

307 OURAY AVE ‘
FARMINGTON NM, §87401-7401

Township Range Section QtrQtr

29

Legal:

13 22 NW Sw

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

Acres

0.2436





