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MINERAL DEED

THIS MINERAL DEED is made effective JULY 15, 2005 by and between DOLORES A.
BEARDSLEY, whose mailing ; 'address is 617 Poplar Farmington, New Mexico 87401, hereinafter called
“ASSIGNOR" and Synergy Operatmg, 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, ASSIGNOH owns an interest in and to certain minerals referred to as “ASSIGNED
MINERALS”, in the followmg lands: Lot Twelve (12) of the Larkspur Subdivision, in the City of Farmington,
San Juan County, New Mex1co according to the Plat thereof filed for record in the Office of the San Juan
County Clerk on April 186, 1981 Book 1383, Page 4, being 617 Poplar Street Farmington, New Mexico
located in the NW/4 NW/4 of sectlon 22 Township 29 North, Range 13 West.

WHEREAS, ASSIGNOR agrees to sell all its right, title and interest |n and to the ASSIGNED
MINERALS and associated lands to ASSIGNEE".

NOW THEREFORE, in consideration of ten dc}llafs and other good and"{/aluable 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 fands.

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: y

/ ]
Dolores A Beardsley
a single woman

ACKNOWLEDGMENT
STATE OF NEW MEXICO )

§
COUNTY OF SAN JUAN ')

The foregoing instrument was acknowledged before me this 13th day of July,
2005 by Dolores A. Beardsley, to me known to be the person described in and
who executed the foregomg Deed, and acknowledged that he executed same as

her free act and deed.
My commission expires: meq a”’)ic”(? 0227%4 IR
OFFICIAL SEAL

JENNIFER THOMASON
Notary Public
State of ew Mexnco

P

PAGE 1 OF 1

1of1 B1413 P584 R 9 00 D 0 00
San Juan County, NM Clerk FRAN HANHARDT 16



sl » e, ’M\H
. ' ) ’ . .
P
K OIL AND GAS LEASE

AGREEMENT made effective this l t& day of j;M £ 20 _0__._{ 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 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
reversmnary 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 pre\f'iously 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 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 solong 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 shalt 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 z
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 reves
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 WHEREOQF, we sign the day and year first above written.

f&ﬁfe, Chgr vex
}%kul';\e Chavez
Alja S pys e Chnen
S5k &S - 24- OB B8 NOWLEDGMENTS
stateoF __ NEW MEX1¢o

: §
COUNTY OF __SA~ JUusan y
QOn this A day of \)-ﬁtNL , 2005, before me personally appeared S us¥E fZ. € HAVE 2

to me ‘lyown to be the person described in and who executed the foregoing instrupent, and acknowledged that
Y executed same w»”___ free act and deed.

T Witness my hand and seal the day and year last above written. r/ 7L W
My Commission Expires: ot OFFICIAL SEAL ’

Rubusr & zoo¢ ROBEAT LS
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

6/27/200
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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 QurQtr Acres

29 13 22 NW NW 0.2

Legal: 'BEG AT APT WHICH IS 557 FTE
& 570 FT S OF NW COR NW NW
222913 THENCE E 90 FT N 165 FT,
W90 FT, S 165 FT TO BEG. QC
B.573 P.101 LESS N65' TO
LUCERO

06/27/2005 02
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OIL AND GAS LEASE

AGREEMENT made effective this "2‘)‘2_\ day of Aﬂ%wt_ 20 by and between the undersigned
hereinafter calied Lessor(s), whose address for notice purposes is set out bn the attached EXHIBIT and Synergy Operati
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
teceive 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 shail 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.

0/2005
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 stipuiations shall extend to and be binding on all successors of
said Lessor and Lessee.

IN WI S WHEREOF, we sign the day and year first above written.
= o1 57 AN L ) -/o/7v

A‘gav’”‘\/é‘“d leod( OJV—LQJQ”"\E Dixon, Qlk’q Tgf“\ Dl‘KDV\
Ling i his sole amd Sepacata prepaciy

ACKNOWLEDGMENTS

STATE OF ALLuJ Moyico )

— §

COUNTY OF )
On this IQH—‘ day of Hicq gust, 2005 , before me personally appeared Der, rngi‘ XN
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: J

e, A5 R60 3 SEAL
Y ’ JENNIFER THOMASON
§ State of New Mexico
COUNTY OF ) A3
On this day of , 2005 __, before me ‘
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 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

4456 08/10/20

20f3 B1415 P487 R 13 00 D 0 00

San Juan County, NM Clerk FRAN HANHARDT




EXHIBIT "A"

DIXON JERRY EMEL
401 CONCHO DR
FARMINGTON NM, 87401-6703

Property Address Township Range Section QtrQtr Acres

401 CONCHO PL 29 13 22 NW SW 04511
FARMINGTON NM, 87401-7401

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

200514456 08/10/20
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Producers 88 Paid Up

OIL AND GAS LEASE

AGREEMENT made effective this 26 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
Syneray Operating, LLC hereinafter called Lessee, whose mailing address

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 beiow
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, réstricted to'those formations.from the surface:to;
the-base 6f ‘the Pictured Clifss-hidtizonss: 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. 1If 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.

S. 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

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, restricted:to:section.22;ofTownship.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 WHEREOF, we sign the day and year first above written.
atthew T. Dodson aaria A Dodson

,.ummm,”

ACKNOWLEDGMENTS

£ *‘\"l\« \A.... 4 Y/ a‘o,,,’ 'FATE OF New Mexico )§
CoTA R. "’GDUNTY OF ___San Jaun S
“ e :_ On this __ Zgé dayof D gg , 2005, before me personally appeared Matthew T, Dodson &
L e 7 igsA: e _to me known to be the person described in and who executed the foregoing

} ) "E W:mess my hand and seal the day and year last above writtex;
& d‘ ,4.‘(0 Xty Commission Expires: [ { Zb OJ

Sddh 1A BN
""unun-"

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

END OF ACKNOWLEDGMENTS
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200514124 08/05

20f3 B1415 P1565 R 13 00 D 0 00
San Juan County, NM Clerk FRAN HANHARD'



Exhibit “A”
Legal Description
Att ched to and made a part of that certain Oil and Gas Lease

N/, 26,2005 byandbetween Lessor and Synergy
A as Lessee.

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

PROPERTY ADDRESS:

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

LEGAL: BEG AT PT 99 FT N AND 220 FT W FROM SE CORNER OF NENW
22-29-13, W220 FT,N99 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 Olé NE NW 22-29-13
THENCEN 99 FT, W1567.3 FT, S99 FT, E 157.3 FT TO BEG.

B1369 P120
0 0 AR AL 0 I [l
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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 O0.5A
FARMINGTON, NM 87401

LEGAL: BEG AT PT 99 FT N AND 220 FT W FROM SE CORNER OF NENW
22-29-13, W220 FT,N99S FT, E220 FT, S 99 FT TO BEG.
B1368, P531

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

LEGAL: BEG 282.7 FT W OF SE COR OF NE NW 22-29-13
THENCE NSO FT, W157.3FT, S99 FT, E 157.3 FT TO BEG.
B1369 P120 ‘




OIL AND GAS LEASE

AGREEMENT made effective this ﬁ LR day of 20 S S by and between the undersigned
hereinafter called Lessor(s), whose address for notice purposes is setfut 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 entitied 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) fifteén 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 wellithe 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 Prxmary
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 thelproduction 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, arid 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 igas 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.

5 06/29/2005 11:57R
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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, condmons and stipulations shall extend to and be binding on all successors of
said Lessor and Lessee.

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

g\ Dom/ 19 EC

’ ACKNOWLEDGMENTS
STATE OF 2o
§
COUNTY OF - ‘ 7.
Ofthis o2 day 0 , 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:

STATE OF ) o .-";
§
COUNTY OF ) i ""mo?x“"““
On this day of , 2005, before me personally appeared S
to me known to be the person descrnbed in and who executed the foregoing instrument, and acknowledged that i
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"

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, 874010000

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

| [
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OIL AND GAS LEASE

AGREEMENT made effective this /%% day of JULY 20 _05 byand 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 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 1s 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

and containing 4.00 acres, more or less.

-
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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 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)
, consecutive days, and if they result in the well being capable of production of oil or gas, or so long thereafter as oil or
'm“@g gas is produced from said land, or from land pooled therewith.

£
!

Lesseemayatanytlmeortlm&epoolanypanorallofsmdlandandlf.aseoranystratmnor
strata, w1th 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
5 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

commmgled
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.

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,
STATE OF )
§
COUNTYOF ___ &4,0’_ N v iw/

On this day of __. . 2005 _, before me personally appeared
to me known to be the person desl:nbed 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:

ACKNOWLEDGMENTS

Notary Public

STATE OF

N’ GOR N’

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 R of on behalf of said

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

Notary Public

STATE OF L) “PHegico )
0 §
COUNTY OF an )

The foregoing instrument was acknowledged before me thxsi day of ,20 05
by Thamas A Ducan , _Prcsicent of 221 on behalf of said

‘or o Heon
Witness my hand and seal the day and year last above written. /7 / M
My Commission Expires:
Notary Public
3/4log
END OF ACKNOWLEDGMENTS

OFFICIAL SEAL
' (ﬁ?\ CONNIE L. RACZEK
ﬁ) NOTARY PUBLIC - STATE OF NEW MEXICO
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OIL AND GAS LEASE

AGREEMENT made effective this S h . dayof lh |ﬁ 20 Q_S by and between the undersigned
t

hereinafter called Lessor(s), whose address for notice purposes is set out onge 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 Oi! 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 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
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 shail 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
s, 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
i 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
i 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 WHEREOQF, we sign the day and year first above written.

ACKNOWLEDGMENTS

STATE OF NQ\A \\'\C\(f(p )

§
COUNTY OF D\m Bne J _ G .
Onthis _St  dayof gls(l , 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
executed same free act and deed.

Witness my hand and seal the day and year last above written. M\CA} \[) P
My Commission Expires: OA-LM_DJ
Notary Public
8, A

sTATEOF _Newg TMNeyis )

§ a
COUNTY OF DOM Piro ) D :d S Dul
Onthis B  dayof _Sh% , 2005, before me personally appeared Ay : —

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. M :) P
My Commission Expires: MJU
Notary Public
Ore . 8, 2908

STATE OF t\&&q megtee. )
COUNTY OF DM \Qrmu ) :
W day of Jg&\,:! ,20 05 , by
on béhalfofsaid _____
Witness my hand and seal the day and year last above written. /&DN\LL,
My Commission Expires: \,) PM’Q-‘V

The foregoing instrument was aet
_ Notary Public
Do 8 2008

W sTATE OF _ NAN e (o )
2 JL.LMF 20 05 , by
on behalf of sai

COUNTY OF 1 0na_
Witness my hand and seal the day 3 Bove written. P !
My Commission Expires: L m\ﬁ M—O“
N &032 pd |

"/‘

owledged before rie
of

"y conmimion ophun_\ R- 348
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EXHIBIT "A4"

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 22 NW NW  0.1457
FARMINQT_ON NM, 87401-0000

Legal: FRYARTRACT LOT 5 B.1328
P.348

AU A0 01 ) A
200513362 07/26/2005 03:25P
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OIL AND GAS LEASE
AGREEMENT made effective this 2.0 day of T)_q_g_;zo OS5 by and between the undersigned
hereinafier called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating,
LLC. hereinafler 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 1s 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 Exinbit

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 nights-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 eatitled 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 productlon, less Lessor’s royalty. Lessee may
inject water, salt water, gas or other substances into any stratum dergaeddand ive of fresh water.

2. This Lease shall remain in force for a perntod ¢ vl ed “primary term”, and as
long thereafter as Oil, Gas or other Hydrocarbons and substances produced ﬂwremth 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 (inclueding casimghead gas or other gaseouns 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 reahized 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
dnlling, or reworking operations thereon, or shall have completed a dry hole thereon within minety (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 ficld so as to constitute a spacimg umt to facilitate an orderly or uniform
well spacing pattemn 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 conmmingled.

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
i State law or any order, rule or regulation of a governmental anthority, then while so prevented, Lessee’s obligations to comply
with such covenant shall be suspended, and Lessee shall not be hable 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, or from producing oil or gas or other hydrocarbons from the leased premises, amd the time while Lessee is so
prevented shall not be counted aganst 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 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 o1l and gas rights under the lands, which are the subject of this lease. If that examination reveals
that Lessor owns oil and gas nights 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 tenms, 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.

| A€
M&W_&Q\_@Qgﬁ/ el E«%

free act and deed.

\\

‘7’{- %TM‘EQW WW&Z)
‘”“""g(')'[‘ll\jTg@(q)}Fﬂns Z% day of ém 2005 beforemepa’smaﬂyappmred me é&l(_g/
wledgedthat

. \\ %@mown tq be the person beﬁ’mandwhoexecuted
0 f ammnmmtv free act and deed.
OTA'R)' “Witness'my hand and seal the day and year

&, :
«: w,My Commgismn Expires:
I..

Q /Jfg/f‘or
-, /}f“‘& mp B,STAT}EQF\ / )

,,4"0#"' NS §
) 'Y OF )
«- . The foregoing instrument was acknowledged beforeme 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 wrnitten.
My Commission Expires:
Notary Public

END OF ACKNOWLEDGMENTS

380 06/27/
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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 433.41 FT, S 197956 FT, W 433.39 FT, N
1977.18 FT TO BEG. B.1135P930 __ 19.68 AcRES

LESSOR'S ADDRESS:

BOBBY LEON EASLEY

4 SANDY LANE
PLACITAS, NM 87043

A'I{ASHFR TO AND MADE %E’ART OF THAT CERTAIN OIL AND GAS LEASE MADE EFFECTIVE OF

DAYOF JUnf - ,2 Y AND BETWEEN LESSOR AND SYNERGY
OPERATING, LLC AS LESSEE.

|ILENR
zoee1 a2 SO0 0
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OIL AND GAS LEASE

AGREEMENT made effective this [é A day of 7;) ne 20 _Q__S 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 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, £ nd and not productive of fresh water.

2. This Lease shall remain in force for a period of five ﬁ 99 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 Lcssee 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 shali 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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whether all parties named in the granting clause execute the Lease or not
11.

This Lease shall be binding upon all who execute it, whether they are named in the granting clause and

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. i

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
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1._ 3 é Qi ‘e"xé free act and deed.

W 1;né my hand and seal the day and year last above writte
Myb?‘\mmlssxo Expires:

"‘,',",_'f:-frf'f‘ 2407

' STATE OF

same

S
N

Notary Pubhc

COUNTY OF
On this

O —

day of

, 2005 _, before me personally appeared
executed same

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.
My Commission Expires:

/‘77‘~day 0?\7)1:‘4‘” , 2005 _, before me personally appeared&l’lt{ L &as

g the person described in and who executed the foregoing instrument, and acknowledged ¢

V’/qblnwy4265u€;/

Notary Public
STATE OF )
§
COUNTY OF )
The foregoing instrument was acknowledged before me this day of > , 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 s , 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

200511381 06/2
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EXHIBIT A

Attached to and made a part of that certain Oil and Gas Lease que
effective _June. 1'% 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,
5198195 FT W 43171 FT,

N 1979.56 FT TO BEG.

B 1135 P 173 - 19.68 ACRES

BEG 427.05 FT E OF NW COR SESW 222913 TH S 206.80 FT,
N8442E 11895 FT, N19598 FT, W 11844 FT TO BEG. -
B 1199 P 572 - TRACT 7 - .547 ACRES

AL AR 00 0 A 1 AR
200511381 ©06/27/2005 02:45P
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OIL AND GAS LEASE

AGREEMENT made effective this /‘fé - 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 1and 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 1s 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 nights 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 o1l and gas wells previously drilled that
should have included Lessor’s acreage described herem. 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 theresfter 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.

Lesseemayatanyumeortunespool anypmtorallofsmdlandandlzaseoranystratmnor
strata, w1th other lands and Leases, stratum or strata, in the same field 50 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

"
k.
¢
i

¢ 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,

i
i
:
;
;
i
£
.

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.

IR A0 0 A T O L SIGN 2
: 07/25/2005 02:51P

4 P202 R 13.00 D 0.00
N Clerk FRAN HANMARDT w




)

10. This Lease shall be binding upon all who execute it, whether they are named in the granting
clanse and whether all parties pamed 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. Ifthat
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.

.'DAWLS\— ~UAS I BLwnca E Frnias

ACKNOWLEDGMENTS
STATE OF _AeWw KA &Xico )
§ -,
COUNTY OF _Stwy VA ) - * 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: t, 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 New Msxics )
§
COUNTY OF _SAwv Jvaw )

| Onthis _ 14 Sdayof I uly__, 2005 , before me personally appeared DAN L FRIA S I2, AND
W“ & TRwg to me knowntobethepetsondesclﬂ)edmandwhoexeanedthe foregoing instrument, and acknowledged

that ___ TAS i executed same gm free act and deed
Witnes$ my hand and seal the day and year last above wnttem ﬁ: /
My Commission Expires: P //L YAy, )0

e\, 258 200 |
9 ¢ OFFICIAL SEAL

STATE OF ) ; JENNIFER THOMASON
§ e, S Notary Public

COUNTY OF ) } === Slate of New Mexnc

The foregoing instrument was acknowledged before me this

by

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

Notary Public

STATE OF )

§
COUNTY OF )
mefmgmngmmnnanwasaclmowledgedbeforemeﬂns day of , 20 05
by of on behalf of sa.ld

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

Notary Public

END OF ACKNOWLEDGMENTS

2006513200 07/25/2005 02:5
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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

200513200 07/25
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; \){OIL ND GAS,LEASE ’
AGREEMENT made effective this i é/ day o\kjlté 20 _é_»(b)’ 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 gddress 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.
i 2. This Lease shall remain in force for a period of five (5) years from this date, called “primary term”, and as
long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from said land, or Lessee is
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such
breach, is not addressed within thirty (30) days after Lessor has given Lessee written notice.

3. Lessee shall pay royalties free of costs and expense of development and operation, except taxes on
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.

3 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
o—— 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 dritling, 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
i 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 {ax 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.
” I
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10. This Lease shall be binding upon all who execute it, whether they are named in the granting clause and
whether all parties named in the granting clause execute the Lease or not.
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.

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

/
~ ACKNOWLEDGMENTS
STATE OF N (« LD —
§
{ ,
COUNTY OF ) g)] Q Q[ “5” Eibl Mé
On this day of 2003, before me personally appeared LA ? 6 Mdb

to me known to be the person described in and executed the foregoing instrument, and acknowledged that —
—e¢xecuted same __—_____ free a8tad deed.
Witness my hand and seal the day and year last above written.

IR

STATE OL'

)
§
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 tha .
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 ) :
5 ;;
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 i
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

4123 08/05/2005
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REVISED EXHIBIT “A”

Legal Description

Attag;hed to and made a part of that certain Oil and Gas Lease made effective
, ____July2,2005 by and between Lessor and Synergy
: Operating, LLC as Lessee.

LESSOR:

RAUL GARCIA
CARLSONRDNO.2C
SANTA FE, NM 87508-7508

PROPERTY ADDRESS:
1600 S. BUTLER
FARMINGTON, NM 87401

LEGAL: BEG N 1241.8 FT AND W 20 FT AND N 60.47 W 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 1155 FT TO BEG.

B 1018 P 26. -.14 A AND

BEG N 1444 88 FT AND W 183.91 FT FROM SE COR NWSW 222913,
THENCE S 115 FT,N60.47 W48 90 FT, N65.24 W 4112 FT,
N 100 FT, S72.09E 84.82 FT TOBEG. - .19A

B919P 5, B 888 P29
R IR0 10 O I L O m

200514123 0
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OIL AND GAS LEASE

A
AGREEMENT made effective this /0= day of 20 4.5 by and between the undersigned
)

hereinafter calied Lessor(s), whose address for notice purposes is s€t’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 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
'reversmnary 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 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 nmety (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 inctude 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
agjudlcanon, and shall be subrogated to such lien with the right to enforce it, and may reimburse itself from any royalties

.accrumg under the terms of this Lease.

2110 Q07/0
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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 WHEREQF, we sign the day and year first above written.

-

ACKNOWLEDGMENTS

staTE 0FYdee s P et )

§
COUNTY OF

Onthis _/O /A dayof , 2005 _, before me personally appeared ;%/7 /C//\/D C 66&%"3""‘6
o o Yo ",

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 anc(l’,year last above writte a ;

My Commission Expires: L2200 &W)("—’ . i
Notary Public T
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

AL 00 O 0 OO 00 000 0
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EXHIBIT "A"

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

Property Address Township Range Section OQtrQtr 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

/0872005
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OIL AND GAS LEASE

AGREEMENT made effective this QZ“ day of ? 20 Qf by and between the undersigned
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating,

LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington, New
Mexico 87499.
1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable

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

and is described as follows:

See the description of leased lands contained in the attached Exhibit

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

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

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

cation, and shall be subrogated to such lien with the right to enforce it, and may reimburse ltself from any myalncs
fing under the terms of this Lease. N ORI
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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. LikteD To S'ed Zﬂ.

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

. ACKNOWLEDGMENTS
STATE OF :ﬁmm{l‘gum_
COUNTY OF .« -
On this day of & , 2005 _, before me personally appeared
to me known to be the person described in an who executed the foregoing instrument, and acknowledged fhat

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

_ ]300 :
stateor e MedicD

)

§

COUNTY OF\(MA_QOML )
On this {ﬂ day of %, 2005, before me personally appeared

to me known to be the person described in and ho executed the foregoing instrument, and acknowledged that
executed same free act and deed.
Witness my hand and seal the day and year last above writ}g
My Commission Expires:

_ Judngd) CLARK,
e o I Zmn OFFICIAL SEAL
——/—4—/——&00.7 f IWANDA CL;?RK
APt ¢ Notary Public
STATE OF )§ i State of New Mexnfo : JZ ‘»
COUNTY OF %@m—émm ) I L3

The fqregoing in truyr{wnt was acknowledged before me this _!
KM‘ 0 of

0

IWANDA CLARK
Notary Public
State of New Mexxco

J-

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

Notary Public
STATE OF W\@l (e )

- §

PO 4 )

: ‘ mstrument was acknowledged before me thlsjmday of iu 15 ,20 05 , by K@'\n lm
alf of sai

of on beh

*I eal the day and year last above written. ‘ ¥ é[ ﬂ % ‘ gz Qm Q Q
RO Notary Public
'u.., “..n
" END OF ACKNOWLEDGMENTS
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EXHIBIT "A"

GORDON TIMITHY LEE ET AL
408 SPRUCE
FARMINGTON NM, 87401-6634

Property Address Township Range Section QurQtr Acres

408 E SPRUCE ST 29 13 22 NW NW 045
FARMINGTON NM, 87401-7401

Legal: BEG AT APT878FTS & S50FTE
FRNW COR 222913 E 119 FT, S
160 FT, W 119 FT, N 160 FT TO
BEG. B.1269 P.46

NN B i il AL N
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OIL AND GAS LEASE

AGREEMENT made effective this 2610 day of T visq_ 2004 _ 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 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 ali
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 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

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.
i1 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.

Jawvet H e A <
STATE OF m_m A:’ﬂ- &C’WRWLEDGMENT RARRA
COUNTY OF inﬁ.%i__)
Onthis _ ZLle *¥

¥day of _July , 2005, before me personally appeared C.RANLES 14 fewp Jaast ‘H«m:
to me known to be the person described in and who executed the foregoing instrument, and acknowledged that A

executed same _ M @y _free act and deed.
Witness my hand and seal the day and year last above writte) \d 2 / J M%
My Commission Expires: W (han xrz,

- < % e Mo
Suly 25 2007 b\ OFFICIAL SEAL hosaus
STATE OF ° ) i) JENNIFER THOMASON angd
; : Notary Pub!ic Wife,
COUNTY OF )
On this day of , 2005 __, before m€ p 2 e
to me known to be the person descnbed 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:

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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HARRIS CHARLES H
1303 S BUTLER AVE

Township Range Section QtrQtr Acres

3 S BUTLE! 29 3 2 NE NW 03182
~ FARMINGTON NM, 87401-7401
e Legal: SHADY GROVE NO.2 LOTS 2 & 3
1 B.740 P.590
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OIL AND GAS LEASE
AGREEMENT made effective this KA0HA dayof Juwe 20 O by and between the undersigned
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and Synergy Operating,
LLC. hereinafter called Lessee, whose mailing address is: P, O. Box 5513 Farmington, New
Mexico 87499.
1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable

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

and is described as follows:

See the description of leased lands contained in the attached Exhibit

and containing the net acres set out on the attached Exhibit, including all Oil and Gas and substances produced therewith
underlying lakes and streams of which all or any part of the land is riparian, all roads, easements, and rights-of-way which
traverse or adjoin said Jand 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
e 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, rulc 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
1 any stratum or strata, with other lands and Leases in the same field without the expressed written permission of the Lessor.

k 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),
i 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.

ij)on’& Hexvexa pISC)l{A.M‘ #(VNV“‘L/

ACKNOWLEDGMENTS

. Orrthxs ©_ RO¥A~ day of _upe 2005 , before me personally appeared Dguééu'u‘t(a ﬁég%gé%
; ,knowrr to be the person described in and who executed the foregoing instrument, and acknowledged that
: free act and deed.

No.tary Public
STATE OF )
§
COUNTY OF )
On this day of , 2005 __, before me personally appeared
to me known to be the person described in and who executed the foregoing instrument, and acknowledged that
executed same free act and deed.

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

Notary Public
STATE OF )
§
COUNTY OF )
The foregoing instrument was acknowledged before me this day of ,20 05 , by
of on behalf of said

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

Notary Public
STATE OF )
§
COUNTY OF )
The foregoing instrument was acknowledged before me this day of , 20 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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XHIBIT "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

R O I ML I
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Producers 88 Paid Up e
OIL AND GAS LEASE

AGREEMENT made effective this %& day of JuLY 20 _05 by and between the
undersigned hereinafier called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and

SYNERGY OPERATING LLC hereinafier 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 covenantsiof 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 “O1il 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 vestedinthelmandlmrelens&andwaiv&anrightsxmderanyHomfsteadExemptanaws
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 mv&t:gatmn 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, 1snotadd1msedw1ﬁ1mﬂmty(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) 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 hereundér.

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
gas1sproduced&omsa1dland,orﬁmn}mnipoolédthemw1th

LesseemayatanyumeormnespoolanypmtoraﬂofsmdlandandLeaseoranystrannnor
strata,mﬂlotherlamisandLmstmnnnorstmta,mﬂlesmneﬁeldsoastooonsututeaspacmgumttofaclhtate
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 orpmdnctionsﬁumﬂxisLease Lessee shall allocate to this Lease the
proportionate share ofpmdmtmn, wtnch the acreage m this Lease included in any such spacing unit, bears to the total
acreage in said spacing unit. Imemynotmnhzeanypm‘xfsmdlandandLmse oOf 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
commmgled

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 mability 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 0f 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 extendedl while and so long as Lessee is
prevented by and such cause from conducing drilting (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 n 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 jor 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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No well, road or pipeline shall be placed on Lessor’s land without the express written consent of




pra

10.  This [ace shall be binding upon all who executc i, 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 saine 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, wemgnthedayandyearﬁrstabovem

wn D. Mertinoz Q 12-\‘&‘/ W&u’nw&,

ACKNOWLEDGMENTS

STATE OF )&)gm M s.Q_)

COUNTY OF 20w Sunw ) .
Onthis _ &% dayof Jwly ,2005 , before me personally appeared Juan d . € Rxa V.
Mmm me known to be the person dtscnbed in and who executed the foregoing instrument, and acknowledged
thay executed same _ YW @21 _free act and deed.
Witness my Hand and seal the day and year last above written.

My Commission Expires:
Sa L"& AS AC0T ) P OFFICIAL SEAL
NNIFER THOMASON
STATE OF % 5 SmNottary Public
e € of New Mexvco '
COUNTY OF ) ' My Commission 7
On this da}'Of , 2005 _, before me PelSITAIIEare E
to me knowntobelhepersondwmbedmandwho executed the foregoing mstmmtmt, 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 instrwment was acknowledged before me this___ day of .20 05

by 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
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INEZ JUAN D JR ET UX

ESPANOLA NM, 87532-7532

Property Address Township Range Section QtrQtr Acres
GRAHAM RD 29 13 22 NE NW  0.4591
FARMINGTON NM, 87401-7401
Legal:

GARDEN ACRES SUBD LOT 18
B.1260 P.561 B.1326
P.325
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OIL AND GAS LEASE
AGREEMENT made effective this ZA day of ML 20 Q_S- 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 calied Lessee, whose mailing address is: P. O. Box 5513 Farmington, New
Mexico 87499.
| R 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 Lessot’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 detivered 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
dritling, 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.




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.

ACKNOWLEDGMENTS

STATEOF Mewy Mewicn ) S

o

Py

COUNTY OF Syan 53&,_, - o ‘,.-‘~‘f‘ff§'r""'~'...,
Onthis _\ %X\ day of ;tAAg__ 2005 _, before me personally appeared vaer R 100 ) ¥
to me known to be the person described in and who executed the foregoing instrument, and acknow gdgsd thqp' e
executed same Y free act and deed.
Witness my hand and seal the day and year last above written.
My Commission Expires:

Notary Pubtic : ’i‘f
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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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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Producers 88 Paid Up
(ﬁégAhﬂ)(LASIJLASE

AGREEMENT made effective this day of 20 _08 by and between the
undersigned hereinafter called Lessor(s§, whose address for notice pfposes is set out on the attached EXHIBIT and
SYNERGY OPERATING LLC hereinafter called Lessee, whose
mailing address 1s: 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, ownmg,handhng sumng,treaungandtranspomngOﬂandGastogetherthhallnghts
pnvxlegesandeasementsuseﬁﬂlfm‘lmee s operations on said land and on land in the same field with a common Oil
and Gas Reservoir. Thethse“Oﬂdeas”asusedh&emmchdaaﬂhydrmarbonsmdothersubstmws

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

andcontmmngmenetmsetotnonmeauachedEzdlibzt,mdudmgallOllandGasandsubstancesproduced
therewnhmdammmd‘mdmhanmmymdﬁmlmd\snpmm, all roads, easements, and
nghts-ofwaywmchtmverseorad;omsmdlandandmcludmgalllmxdsownedorclmmedbyLessorasapartofany
of said land, and including all reversionary rights therein. This lease covers all the Interest now owned by, or
hereaﬁervestedm&elmmudLmormlmmdmvcsaﬂnglﬁsmdermyHom&eadExempﬂmLaws
Lessee will investigate whether Lessor has any claim to prior production from oil and gas wells prekusly drilled that
should have included Lessor’s acreage described herein. If such mvesuganondewma that Lessor is entitled to
share in the producuonﬁnmsuch previously drilled wells, Lessor would receive royalty, as set out herein below, and
Lessee would receive 1tsshareofpmh1cuon,l¢ssmsm’sroyalty 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. Thlchaseshaﬂremmnmforoefmapenodofﬁve(S)yearsﬁmnﬂusdate,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 dnilling or reworking operations on said land. Should Lessee breach any provision
of this Lease, or at any time failito 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 ipay royalties free of costs and expense of development and operation, except taxes on
production, to Lessor as follows: (a)ﬁﬁeenpemaﬁ(lS%)oftheOﬂpmdm:edandsavedﬁomsmdlandtobe
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 here:mder

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
gaslsproduced&omsmdlmd,orﬁomlandpooledthaethh.

Lessee may at any time or times pool any part or all of said land and Lease or any stratum or
strata, mthotherlmdsand[zaws,stmnnnorstma 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 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 mcluded 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
mmmmmhmﬁddmmontmemmedmqummoﬁhehm
6. Lessee may,, mthemtexwofeconomy,ommmglepodmhonﬁomthlsmsemthproducnon
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

7 No well, road 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 govermmental 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
preventedbymdsuchmuseﬁomeon&wmg&ﬂhng(whxhshaﬁmbxk&emhl&yd%&rmghm&shd
its own, to obtain sufficient and satisfactory material and equipment), or re-working: ons on, or fom;
oil or gas or other hydrocarbons from the lcased premuses, andthenm:v&lmu

countedagmnstthebssee,anyﬂmgmth:sl.ensemtbeconmry ading,

9. [mwmmuﬂewsmdhndastolm’sm

determined with respect to the entire mineral estate in Oil sad Gas (incloding ol 1 2
non-parttclpaungroyahy),mdfomowmammmemnymkMIm 1
proportionately. Wymdmem&sdmgem%qmmmmmwhmmw.mv
redeemthelandﬁ’mnanypmchaser any tax sale or adjndication, and shall be subrogated to such lien with e right
tomfomxgmdmyra@mwﬁadf&mmmdﬁammd«ﬁnmdﬂmm
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10. mslzaseshanbemmnguponaﬂwhoexemte1t,whetherﬁ:eyarenamedmthegrantmg
clause and whether all 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 Lessorsownemhlp of the oil and gas rights under the lands, which are the subject of this lease. If that
exammatxonrevealsthalesorownsoﬂandgasnghtsmlandsnotcoveredbyﬂw[mse 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.
f W—YG\\\\\
Las Oﬂn o>

- l@WWA J. MorLTDA)

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

Ro Bé_'?é & Noavon

as) PSR )
COUNTch_gg%ﬁéingtgL__)
On this day of ¥.2005 _, before me personally

_ wwmwﬁaﬁﬂlﬁﬁfiJ&nma
/\fDﬂTON t0 me known to be the dmibedinandwhoexeanedthefomgoinginsmnnent,and owledged
that ‘L‘l\,Qu mnedsame

My Commission Expires:
\o S 00T
STATE OF )
§
COUNTY OF ) ‘
-On this day of .,
to me known to be the person described in and who executed the foxegomg instrument, and aclmowledged
that executed same free act and deed.
Witness myhandmdsealthedaynndyearlastabove 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

Wxtnessmyhandandseatmedayandyearlastabovewmen

My Commission Expires:
Notary Public
STATE OF )
§
COUNTY OF )
The foregoing instruinent was acknowledged before me this __ day of ,20 05
by v , ) 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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ON ROBERT K ET AL

FARMINGTON NM, 87401 6749

Property Address

503 TAQS AVE
FARMINGTON NM, 87401-7401

Property Address

515 TAOS AVE
FARMINGTON NM, 87401-7401

£ |

e

EXHIBIT "A"

Township Range Section QtrQrr Acres

29 13 22 NW SW  0.2431

Legal: TOTAH VISTA LOT 4 06B.1205
P.860

Township Range Section QtrQtr Acres

29 13 22 NW SW  0.246

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

200514458 08/10/2005
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OIL AND GAS LEASE
N Lol -
AGREEMENT made effective this ZZ day of 5,2!& 2005 by and between the undersigned
hereinafter called Lessor(s), whose address for notice purposes is set out on theé attached EXHIBIT and Synergy Operating,
LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 3513 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 excluswely to Lessee the land described below for the purpose of
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transportmg 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 operatxon 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 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.

7. No well, road or pipeline shail 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

s, State faw 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 Lessce 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
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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.
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ACKNOWLEDGMENTS

STATE OF _Afew) Mogaen ) on
COUNTY OF San Tvan, ) dh CLae R Moo an)

'J’M..ua A Gow ml@s lefa
Onthis __ 2% _dayof & Qg! , 2005, before me personally appeared Xyl 1a A He¥fne a, A
to me known to be the person described in an who cxecuted the foregomg instrument, and acknowledged that

executed same __tW e~ free act and deed.
Witness my hand and seal the day and year last above wntten & {
My Commission Expires: L AN i

. Notaty Publ
<. ~ Py g 7 )
~ DU . . ) .
e
STATE OF ) FER THOMASON
; StatNOt?H Pu&" "
! € of New Mexico
COUNTY OF ) !
On this day of , 2005 _, before me personally appgiasgg My Commissim Exn'res '
to me known to be the person described in and who executed the foregoing instrument, and acknowled ge
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 03 , by
of on behalf of said

Witness my hand and seal the day and yeér 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
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OIL AND GAS LEASE
AGREEMENT made effective this 1 Qﬂ: day of ﬂ\‘ﬂ;\MZO ___ by and between the undersigned
the

hereinafter called Lessor(s), whose address for notice purposes is set out attached EXHIBIT and __Sng:g)L__p_gLa_tmg.

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 {and, 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

sty 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 praductions 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 royaity),
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.

@ P2, .
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. ACKNOWLEDGMENTS
STATE OF [S@ 12 2.2 ¥ CL0)
. §
COUNTY OF _Scin Seep v )
On this day of AM.%M.&:‘: 2005 _, before me personally appeared ML/ C, pLM. m

to me known to be the person ribed in‘and who executed the foregoing instrument, acknowledged that
executed same (A5 « _free act and deed.

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

3

OFFICIAL SEAL

JENNIFER THOMASON
STATE OF ) Notary Pubtic
' §
COUNTY OF )
On this day of , 2005, before me pe 1Y
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
\
STATE OF .)
5
COUNTY OF L )
The forcgomg instrument “was acknowledged ‘before me this ___ day of ,20 03 , by
v ' of on behalf of said
Witness my hand and seal the day and year last above written.
My Commission Expires:
=n Notary Public
END OF ACKNOWLEDGMENTS
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FACQUHEAFSIEET
#£76 PENN MABEL
P O BOX 3833 '
FARMINGT 87499-3833

RMINGTON NM, 87401-7401

¥ 8

IT "A "

Township Range Section QtrQtr Acres

29 13 22 NW NW  0.25

Legal: BEG 820 FT S OF NW COR 222913
E 184 FT; S 60 FT; W 184 FT; N 60
FT TO BEG. ALSO: 10 FT R/W IN
B.1138 P.668 B.1209 P.827 ESC
B.1252 P.867
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OIL AND GAS LEASE
— j7 2
AGI?.EEMENT made effective this ) day of 20 Oi by and between the undersigned
t

hereinafier called Lessor(s), whose address 1or notice purposes is set gt 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 hereafier 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. 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
! 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, straturn 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
s 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 1o the entire mineral estate in Oil and Gas (including all previously reserved or conveyed non-participating royalty),
gnd o Lessor owns a lesser interest, the royalty to be paid Lessor shall be reduced proportionately. Lessee may purchase or
whek or i pant any tax, morigage or lien upon said land, or redeem the land from any purchaser, any tax sale or
sdlowd to such lien with the right to enforce it, and may reimburse itself from any royalties
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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.
;;;EO'\ L—-% ; Pauliame. Pc::p.:Li _

ACKNOWLEDGMENTS

STATE OF IQL),Q AXiCO )

COUNTY OF S(’v"‘ SM’\
Onthis _ | 7% dayof __Juae 2005 , before me personally appeared 7}04 “ Rida e P P

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

Witness my hand and seal the day and year last above written. N ) QJ /

My Commission Expires: _ Qo fon CW/‘\
< Noftagy Pyl E— . ,
Sl 0O OFFICIAL SEAL

445 2007 - JENNIFER THONASON

STATE OF ) N otary Public
§ Wy C State of New Mexico ’

COUNTY OF ) o OTHTUSSiON Exnlres

On this day of , 2005 , before me pcrsonally appearcd '
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

12712005 02:45P
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EXHIBIT "A"

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

Property Address Township Range Section QtrQtr Acres

1403 BLUFFVIEW AVE 29 13 22 SE NW 0.1941
FARMINGTON NM, 87401-7401 )

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

Property Address Township Range Section QtrQtr Acres

816 TAMARACK 29 13 22 SE NW (.1941
FARMINGTON NM, 87401-7401

Legal: BLUFFVIEW-REPLAT B LOT 7B

B.1310 P.196-198

200511385 06/27/ 200
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OIL AND GAS LEASE
AGREEMENT made effective this (é day of M_ 20 42’{ by and between the undersigned

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

LLC. hereinafter called Lessee, whose mailing address is: P. O. Box 5513 Farmington, New
Mexico 87499.
1. Lessor, for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable

consideration, including but not limited to: the royalties provided herein, and the covenants of the Lease, the receipt of which are
hereby acknowledged, Lessor hereby grants, leases and lets exclusively to Lessee the land described below for the purpose of
investigating, exploring for, drilling for, producing, saving, owning, handling, storing, treating and transporting Oil and Gas
together with all rights, privileges and easements useful for lessee’s operations on said land and on land in the same field with a
common Oil and Gas Reservoir. The Phrase “Oil and Gas™ as used herein includes all hydrocarbons and other substances

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

See the description of leased lands contained in the attached Exhibit

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

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

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

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

1of3 B1413 P588 R 13.00 D 0.00
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.

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

Widhonaer £ FantneiZs

ACKNOWLEDGMENTS
STATE OF

~—

COUNTY OF ! ‘
Onthis _/ (»8 . , 2005 _, before me personally appeared m» ) Vi PL)} 'BO/QQ /4 rLS
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:

OFFICIAL SEAL

L. RISTA K. FLORES
/ ‘7[ Q] Notary Public NOTARY PUBLIC
: STATEOF N W MEXlCO
» 19 L)
STATE OF ) ‘ -
§ v My Commiasion Expires; 07 !
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 07/14/2
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HIBIT "A"

ROBERTSH

Township Range Section QtrQtr Acres

JTL 29 13 22 W B
FTONNM, 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
13.98 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

980 HEAD ST 29 13 22 SE SW  0.747
FARMINGTON NM, 87401-0000

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. TR2, 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 i i i I Wil \\\\ \Il\
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OIL AND GAS LEASE

AG REEM ENT made effective this ‘ ﬂ: day of o 7] NE 20 0S by and between the undersigned
hereinafter called Lessor(s), whose address for notice purposes is set out on the attached EXHIBIT and

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

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

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

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

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

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

11 Lessee shall have the right to conduct an examination of the county records for the purpose of the verification
of Lessor’s ownership of the oil and gas rights under the lands, which are the subject of this lease. If that examination reveals
that Lessor owns il 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 _Neyg Mewito )
§
COUNTY OF 5%5[ ju‘ ﬁ]\j ) d D S -ttJ
“On this day of \J UNO _, 2005 _, before me personally appeared I f\( A co

tg 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.

Witness my hand apd seal the day and year last above written.
My Commission Expires: ) ra3 ;Ugeb

Notary Public
STATE OF )
§
COUNTY OF )
On this day of , 2005, before me personally appeared
to me known to be the person described in and who executed the foregoing instrument, and acknowledged that
executed same free act and deed.

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

Notary Public
STATE OF )
§
COUNTY OF
The foregoing instrument was acknowledged before me this day of ,20 05 , by
, of on behalf of said

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

Notary Public
STATE OF )
§
COUNTY OF :
The foregoing instrument was acknowledged before me this day of ,20 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

1NN RO O L1 A A

200511386 06/27/200

20f3 B1412 P506 R 13 00 D . 00
San Juan County, NM Clerk FRAN HANHARDT



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

j«//i« o5 by and between Troy R. Strickland, et al, Lessor and
Synergy Operatlng LLC as Lessee.

TOWNSH!P 29 NORTH, RANGE 13 WEST, SECTION 22
570 ft X 560 ft in SE corner of NW NW 222913
B787 P506

20513201 @7/25/2005

30f3 B1414 P293 R 13. 00 D 0 00
San Juan County, NM Clerk FRAN HANHARDT
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OIL AND GAS LEASE

AGREEMENT made effective this __{ 72 dayof A,ém 1 g 20 _05 by and between the
undersigned hereinafter called Lessor(s), whose address for notice 18 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 riparian, all roads, easements, and
rights-of-way which traversé 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 mvestigation determines that Lessor is entitled to
share in the production from such previously drilled wells, Lessor would receive royalty, as set out herein below, and
Lessee would receive its share of production, less Lessor’s royalty. Lessee may inject water, salt water, gas or other
substances into any stratum or strata under said land and not productive of fresh water.

2. This Lease shall remain in force for a period of five (5) years from this date, called “primary
term”, and as long thereafter as Oil, Gas or other Hydrocarbons and substances produced therewith are produced from
said land, or Lessee is engaged in drilling or reworking operations on said land. Should Lessee breach any provision
of this Lease, or at any time fail to perform fully any obligation hereunder, the Lessor shall have the right to terminate

this Lease and render it null and void if such breach, is not addressed within thirty (30) days after Lessor has given
Lessee written notice.

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

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

5. Lessee may at any time or times pool any part or all of said land and Lease or any stratum or
strata, with other lands and Leases, stratum or strata, in the same field so as to constitute a spacing unit to facilitate
an orderly or uniform well spacing pattern or to comply with any order, rule or regulation of the State or Federal
regulatory or conservation agency having jurisdiction. Such pooling shall be accomplished or terminated by filing of
record  a Declaration of Pooling, or Declaration of Termination of Pooling, and by mailing or tendering a copy to
Lessor. Drilling or re-working operations upon or production from any part of such spacing unit shall be considered
for all purposes of this Lease as operations or productions from this Lease. Lessee shall allocate to this Lease the
proportionate share of production, which the acreage in this Lease included in any such spacing unit, bears to the total
acreage in said spacing unit. Lessee may not unitize any part of said land and Lease, or any stratum or strata, with

~ other lands and Leases in the'same field without the expressed written permission of the Lessor.

6 Lessee may, in the interest of economy, commingle production from this Lease with production

ﬁummet;rnmtelmsainmesmneﬁeldpmvidedamethodofmeasmuneminmdmcewithestablished
- engineering practices is used to measure the production and to allocate the production to the respective Leases
‘commingled.

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

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
lieble 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 accraing under the terms of this Lease.

SIGN & RETURN
I WAL ns cory

10f3 B1415 P486 R 13.00 D 0.00
San Juan County, NM Clerk FRAN HANHARDT KJ TREAT
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clause and whether all parties named in the granting clanse execute the Lesse or not. ‘

o Lesseeshallhaveﬂlerighttoconductanemminaﬁonofthecountyrwordsforﬂlepmposeofthe
venﬁf:athn 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 nglhts to Lessee at the same consideration and on the same terms, conditions and provisions applicable to the
ongmal €ase.

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.

Helew Troat alkle Healew ATrect

ACKNOWLEDGMENTS BLANCA V. MARCUS

STATEOF 7 £x43 ) %' 1 COMMISSION EXPIRES
A%y May 13,
COUNTY OF _£¢._Fhs0 f : '%7?,.?.\:'. il
On this 2 day of A¢Lys7 2005 , before me personally appeared
to me kaown to be the person described in and who executed the foregojg ins

that executed same free act and deed, __

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

STATEO )
. §
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 instrament 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 instroment 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
IZ,I!IIII VAT L 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

+ L 2o by and between Lessor and Synergy Operating, LLC
as Lessee.

HELEN TREAT
124 BARRIO
ANTHONY, NM 88021

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

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

45 GROSS ACRES AND 5.625 NET ACRES

OO L) OO )RR A

- 200514455 08/10
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OIL AND GAS LEASE
AGREEMENT made effective this 0'25 day of %Eﬁ’ﬁ 20 @_5’_ by and between the undersigned

hereinafier called Lessor(s), whose address for notice purposes is set-6ut 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 wriiten notice.

3. Lessce 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 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 liabie 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 1o 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.

200515322 08/24/2005 12:0
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‘My Commission Expires:

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 themame 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 600 M CQ ACKNOWLEDGMENTS
STATE OF {

COUNTY OF QM m D \/4 GM[A(
On this day of , 2005 _, before me personall app are

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

My Cg'?lsslon Expxres Z

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.

Notary Public
STATE OF )
§
COUNTY OF
The foregoing instrument was acknowledged before me this day of ,20 05 , by
) of on behalf of said

Witness my hand and seal the d
My Commission Expires:

4
ié‘
STATE OF ) e
§
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




