~k

Lance Oil & Gas Company, Inc. Oil & Gas Lease for Dorothy Isbell Living Trust, and copy of
Synergy Operating, LLC Oil & Gas Lease for Troy Strickland. Each have 50%.
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Santa Fe, New Mexico
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OIL AND GAS LEASE
;‘lhisOildemleasc(“Lese")ismadethisJ__ day of May 2005, byardbetween E, V. Isbell

E mn x_l,_I!.M_8_74____...__LOl—663 (“Lessor”, wMemwm)mMmmm___mms_m :

Kirtland, New Mexico, 87417, (“Lessee”).
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Sce&hﬂm 'A” attached hereto and made a part hereof.

and i 130 acres, more or less, (the “Premises”).
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such operations at or afier the expiration of the Primary Term, this Lease shall continue in force so long a4 il or gas is produced from the Premises or on acreage pooled or unitized
therewith.
Lm;u?AlD—UPlEASE. In consideration of the de herewith, Lessor agrees thet Legsee shall not be obligated, except as otherwise provided herein, to commence
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3. Lessce covenants and egrees to pay royalty to Lessor as fellows:
(2) On ail, to deliver o the crediz of Lessor, free of cost in the pipe fine o which Lesseo may conaect wells on the Premises, the equal oac-cighth (1/8th) pert of all 0if produced
and saved from the Premiscs.

(b) On gas of wh kind, including coalbed gas and other gases, liquid hydrocarbons and Mmmmmmwoﬂum
substances, produced from the Premises (“Gas™) Lessoe shall pay, as royalty, one-eighth (1/8ih) of the nes proceeds realized by Lessee from the sale thereof; shall have
the continuing right to sell that Gas 10 itseif or to an affiliate of Lessee, in which event the royalty shall be based upon the prevailing welthcad market pris "teras f: qualityin

the same field (or if there is R0 such price prevailing in the same field, then in the acarest field in which there is such a prevailing price)
inchuding arrangements under which Lessee, or an affiliate, és purchaser, mdmmﬂnmwmnewdmgdmuhdwmwbcbl&m&wnaﬂﬂmmm
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Lease during the period such well is shut in or dewatering operations are being conducted.

§. If Lessoe owns a lesser interest in the Premises than the entire and undivided fee simple estate therein, then the royalties (including any shut-in gas royalty) berein provided for
shall be paid Lessor only in the proporticn which Lessos’s interest bears to the whole and undivided foe.

6. Lessce shall have the right 10 use, free of cost, Gas, oil and water produced oa the Premiscs for Lessee's operations thercon, except water from the wells of Lessor,

7. When requested by Lessor, Lessee shall bury Lessee’s pipe line below plow depth.

8. No well shall be drilled nearer than 200 feet to the house or bam now on the Premises without written conseat of Lessor.

9. Lessce shall pay for ¢ caused by Lessee’s operati hmmmﬂnhﬂmx

10 Lmshnhwthenglnuu\yﬂmemmaﬂ hinery and fixtures (including casing) Lessee has piaced on the Premises.
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12, Lessee, at its option, is hercby given the right and power et any time and from time to time a5 a recurring right, cither before o after production, as to all or any part of the
Premises and as to any one or more of the formations thereunder, to pool or unitize the leasehold estate and the mineral estate covered by this Lease with other tand, lease or lcases in the

immediate vicinity for the production of oil and gas, or separately for the production of either, when in Lessee"s jud; iti dvisable to do so, and irvespective of whether
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formations. The forming or reforming of any unit shall be accomplished by Lessee executing and filing of record & deck of such
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in gas royalties, WMWMWFMMMNleMWMMMMWMM In addition to the foregoing, Lesse shall have

the right to unitize, pool, or combine all or any pari of the P or more of the fc der with other lands in the same general area by entering into a cooperative

ot umit plan of development or operation approved by any governmental authority and, from time to time, with like approval, to modify, change o terminate any such plan or agreement
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phnof" dop or and, particularly, all drilling and devélopment requircments of this Lease, express or implicd, shall be satisfied by compliance with the drilling and
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thereof, shall hereafier be operated under any such cooperative or it plan of development or ion whereby the p is d to different portions of the land

covered by said plan, then the production atlocated to any mmowmhhmﬁmhmmwhp‘ﬂhmblmbemrdedashvmbem
produced from the particular tract of land to which it s allocated and not 1o any other tract of land; and royalty payments to be made hereunder (o Lessor shall be based upon production
ouly as so allocated. Lessor shall formally express Lessor’s consent to any cooperative o unit plan of develapment or operation adopted by Lessee and approved by any governmental
agency by executing the sanse upon request of Lesses.

13. All express or implicd covenants of this Lease shall be subject to all Federal and State Laws, Executive Orders, Rules or Regulations, and this Lease shall not be ierminated, in
whole or in part, nor Lessee held liable in damages, for faiture to comply therewith if compliance is prevented by, of if such failure is the result of, any such Law, Order, Rule o
Regulation. MydehyunwnmamdbymMndw«mwdmmwlmlkmwm If, due 10 the above causes or any cause
whatsoever beyond the control of Lessee, Lessee i such time shall not be counted against Lessee, and this Lease shall be exsended for a
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14, Lessor hevcby warrants and agrees to defimd the title to the Premises and agrees that Leasee shall have the right at any time 10 redoem for Lessor, by paymeat, eny mortgages,
umaoﬂulmsmhhmuqmmemofdcﬁukofpaymmbylm and be subrogated to the rights of the holder thereof, and the undersigned Lessors, for themsclves and
their heirs, successors and assigns, hereby surrender and release all right 5f dower and homestead in the Premises, insofar as said right of dower and homestcad may in any way affect the
purposes for which this Lease is made, 2s recited bercin.

15. Should any one or more of the parties named as Lessor herein fail to execute this Lease, it shall nevestheless be binding upon alt such parties who do execute it as Lessor. The
word “Lessor,” as used in this Lease, shall mean any one or more ot ali of the parties who execuie this Lease as Lessor. All the provisions of this Lease shall be binding on the beirs,
successors and assigns of Lessor and Lessee.

IN WITNESS WHEREOF, this instrument is exccuted as of the daie first above written.
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STATE OF 39! UNIFORM ACKNOWLEDGEMENT-INDIVIDUAL
8S.
county kO Yuaud)
N )
The foregoing instrument was acknowledged before me this ‘;Z dayof _ CYANS m‘gg_QSby
\'u ", a.,.'

My Commission Expires: 1O “1-Dle_

STATE OF UNIFORM ACKNOWLEDGEMENT-CORPORATE
s8.

- COUNTY OF }

The foregoing instrument was acknowledged before me this day of . 20. by
- .
of a
corporation, on behalf of the corporation.
My Commission Expi Notary Public, State of
Name of Notary Printed
STATE OF UNIFORM ACKNOWLEDGEMENT-OTHER
S8,

COUNTY OF }

The foregoing instrument was acknowledged before me this day of . 20___by

as
on behalf of a
My Commission Expires: Notary Public, State of
Name of Notary Printed
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Exhibit “A”

To that Oil and Gas Lease dated the 4™ day of May, 2005 between E. V. Isbell and Dorothy Isbell, Trustees
of the E. V. Isbell and Dorothy Isbell Living Trust dated August 17, 1998, Lessor and Lance Oil & Gas
Company, Inc. Lessee

Township 29 North, Range 13 West, NMPM
Section 22: A tract of land lying in the Southeast Quarter of the Nosthwest Quarter of the Northwest Quarter

 (SEMNWIANWI4) of said Section 22, mocs particularly described as follows:

" BEGINNING at the Southeast Corner of the NW/ANWIA of said Section 22; THENCE West 570 feet; THENCE North 560 feet;
THENCE East 570 foet; THENCE South 560 foct o the poiat of beginning.

Containing 7.300 scres, more or less
San Juan County, NM
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OIL AND GAS LEASE

AGREEMENT made effective this %__ deyof /4 20 @S by and between the undersigned
hereinafier called Lessor(s), whose address fi ce purposes is set out on the aitached EXHIBIT and ____ Synergy Operating,
LLC hereinafier called Lessee, whose mailing add is: P, O. Box 5513 Farmipgton, New
ico 874

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, Jeascs 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 casements uscful for lm’s operations on said land and on land in the same ficld with a
common Oil and Gas Reservoir. The Phrase “Oil and Gas” as used herein includes all hydrocarb and other substances
produced therewith. The land included in this Lease is situated in the State of _New Mexijco, 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 Jand is riparian, all roads, cascments, and rights-of-way which
waverse 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 e period of five (5) years from this date, called “primary term”, and as
long thereafter as Qil, Gas or other Hydmcarbons and substances produced therewith are pmduced from said land, or Lnsee is
engaged in drilling or reworking operations on said land. Should Lessee breach any provision of this Lease, or at any time fail to
perform fully any obligation hereunder, the Lessor shall have the right to terminate this Lease and render it null and void if such
breach, is not addressed within thirty (30) days afier Lessor has given Lessee written notice.

3. Lessec shall pay royalties free of costs and expense of development and operation, except taxcs 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)
fifleen 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 s0 long thereafter as oil or gas is produced from said land, or from 1and pooled therewith.

S. stecmayatanymneonmmpoolanypartorallofsaldIandandLeaseoranymmmorsuata with
other lands and Leases, stratum or strata, in the same field so 8s 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 writien permission of the Lessor.

6. Lesses 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 Lessec 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 sufficicnt 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 mincral estate in Oil and Gas (including all previously reserved or conveyed non-participating royaity),
and if Lessor owns a Jesser interest, the royalty to be paid Lessor shall be reduced proportionately, Lessee may purchase or
discharge in whole or in part any tax, morigage 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 royaltics
accruing under the terms of this Lease.

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.

. 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 arc the subject of this lease. If that cxamination 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.
™N WITNESS WHEREOF, we si; year first above written.

TRoY Seickiam &
Realing Wit sole ang sepavale
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ope ACKNOWLEDGMENTS
STATE OF 0 )
§
COUNTY OF )
On this EE: day of — 2005, before me personally app a_lrou St cJLla-&O’
to me kiown to be the petson described in an¥ who exccuted the foregoing instrument, and acknowtdged that
free act and decd.

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

\e 00’ i
STATE OF )
$
COUNTY OF )
On this day of 2005 _, before me ; o
v.omeknowntobet}wpeuondescnbedmandwboexecutedthefmgmngmswmem.and dged tha
exccutedsame _____ free act and deed.
Witness my hand and seal the day and year last above written.
My Comumission Expires:
Notary Public
STATE OF )]
§
COUNTY OF - )
The foregoing instrument was acknowiedged before me this day of L2008 ., by
. of on behalf of said

Witness my hand and scal 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 200 by
. of onbehalfofsaid ______ =

——

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

Notary Public

END OF ACKNOWLEDGMENTS
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Exhibit "A”
Legal Description:
Attached to and made a part of that certain Oil and Gas Lease made effective

o0Z-(4-o, by and between Troy R. Strickland, et al, Lessor and
Synergy Operating, LLC as Lessee.

TOWNSHIP 29 NORTH, RANGE 13 WEST, SECTION 22
670 ft X 560 ft in SE corner of NW NW 222913
B787 P506
1B A A ) 0
200513201 07/25/2005 02:51P

30f3 B1414 P293 R 13.00 D 0.00
San Jusn County, NN Clerlk FRAN HRNHARDT

Page 1 of 1



