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PRODUCERS SS -PAID UP 
Rev.No.5s(CBG) 

OIL AND GAS LEASE 
. dayof May ,2005,rwardbetweaiEV.Isbeil 

_ whose address is 321 Spruce, 

whose address is POBacXl 

This Oil and Gas Lease ("Lease") is made this _ 

and Dorothy Isbell Living Trust dated August 17.1998. by E. V. Isbell and Dorothy Isbell. Trustees 

Farmington. N M 87401 -6631 . ("Lessor", whether one or more) and Lance Oil & Gas Company. Inc. 

WHN1ISSETH, Fo( erri in epnsiderauon ofTEN DOLLARS, the covenants and agreements contained herein, and other good and valuable consideration the receipt and sufficiency 
of which are hcrefcr/acbKiirted̂ ad̂ ^ demise, lease and let exciusively unto said Lessee, with ihe CACtoivc rights for tbe purposes of mining, exploring by 
geoph-7sica>and rithre.rrjelttooâ &a' operating for and producing therefrom oil and all gas of whatsoever nature or kind (mcfading coalbed gas), and laying pipelines, telephone aad 
telegraph lioes, blitOT-e tafliks, plants, power stations, roadways and ilructures thereon to produce, save and lake care of said products (including oewatcring of coalbed gas v/dhj, and the 
exclushas'sTirfaejandsurjairf̂  to, or convenient 
for the operation ak-vi or cotyointry witij iieighboring taod for such purposes, all that certain tract 

or tracts of land siroaKsl in . ' / San Juan .County,. NewMesira _ described as follows, to-wic 

Sec Exhibit "A" attached hereto and made a part hereof 

and comainiog 7 JO acres, more or less, (the "Premises"). 
I . ft Is mrrfced owt ihl, I mi* shall remain in feme for a term nf (rivet 8 years from this date Cl'riinary Term") and as Ic t̂herartosswlcsgasofwtatsoever rarure 

orlrirtdbproduced from the Itemises ce on acreage pooled or minaâ  If. at the expiration of the Primary Term, oil or gas is 
not being produced from Ihe Premises or on acreage pooled or unitmed therewith but Lessee it then engaged in drilling, rcworkmg or dewatering operations thereon, then this Lease shall 
corâ tiuemfonxan taigas aich Openuorjsshail Uccmstderedto tec 
between the completion or abandonment of one well and the befdwung of oparatiom for the drilling of a subsequent well. If afUr discovery of on oi gas on tile FVemisa 
pnolcd cr unhiaed therewith, 
or dcwatcriiig operaiioris wimm ninetŷ  rfod or gMsliall be discovered and rjrodu^ 
such operations at or after die eŝ muon of tbe rYiniary Term, this Lease shall continue in force so long as oil or gas is produced from Ihe Premises or on acreage pooled or tminzed 

2. This is a PAUMIP LEASE, betwstocrationofilie payment matte 
or connirue arty operations dtrn^ ljssttir^ at any tntie or times owing or arte 
any strata or stratum, by delivering to Lessor or by ding for record a release or releases, and be relieved of all obligations thereafter scenting as to Ihe acreage surrendered. 

3. Lessee covenants snd agrees to pay royalty to Lessor as follows: 
(a) On oiL u deliver u ite credU 

and saved from the Premises. 
(o) On gas of whatsoever nature or kind, including coalbed gas and other gases, liquid Irytirocarbons and their respective constituent dements, casinghead gas or other gaseous 

substances, produced from the Premises ("Gas") Lessee shall pay, as royally, otv̂ eighth (I/Sin) of the net proceeds realized by Lessee from the sale thereof; provided that Lessee shall have 
the continuing rigk to sdl that Gas »itsdfOT 
the same field (or if there is GO nichraice prevailing mtlieaat̂  
including arrangements under which Lessee, or an affiliate, is purchaser, entered into on the same or nearest rxeccding date as the dale on which Lessee, or an affiliate, commences its 
purchases hreunder; and turiiter provided itatfe 
capital and operating costt incurred by Lessee) related to gathering, transporting, dehydrating, compressing, processing and treating the Gas. 

4. Where Gas from a well capable of producing Gas (or from a well in which dewatering operations have commenced), is not sold or used after the expiration of the Primary Term, 
Lessee shall pay or tender as loyalty to 
of this Lease nexl ensuing after the expiration of90 days from the date such well is shut in or dewatering operations arc commenced and thereafter on or before the anniversary date of this 
Lease during the period such well is shut in cr dcwalcrmg orxtxations are being conducted. 

5. If Ussce owns a lesser mtereslm the Premises 
shall be paid Lessor only in the proportion which Lessor's interest bears to the whole and undivided tee. 

6. Lessee shall have the right lo use, free of cost. Gas, oil and waier produced on die Premises fbr Lessee's operations thereon, except water from the wells of Lessor. 
7. When rcQUcsted by Lessor, Lessee shall bnry Lessee's pipe fine below plow tiepth. 
8. No well shall be drilled nearer than 200 feet to the house or bam now on the Premises without written consent of Lessor. 
9. Lessee shall pay for damages caused by Lessee's operations to growing crops on the Premises. 
10. Lessee shafl have the right at sny rime to remove all machinery and fixtures (inctuding casing) Lessee has placed on the Premises. 
11. Thcrightsof tbe Î etsor and lessee hereunder riiayrx: ass Nocrian^mcqmrshipofLes^sm 

Lessee nnnl Lessee has been ftrntisriedw 
tecxrrdtitk from Lessor, and USCT to other Hrid of notice wl^ No rxesem or future 
drvtsionofLrasxir'suwiaashipasB 
conducted without regard to any such division. If all or any pan of this Lessen assigned, no leasehold owrKishan be ramie for any » 

12. Lessee, at its option, is hereby given the right and power at any rime and from time lo time as a recurring right, either before or after production, as to all or any part of the 
Prernioesandastoanyoneormoreoftherbn^ 
irrrmediale vicinity for the rŝ ucnon of oil and gas, or separately for the production of either, when in Lessee's judgement it is necessary or advisable to do so, and irrespective of whether 
auuMriry similar to mis exisawim respect lease or leases. Likewise units previously formed to include formations not producing oil or gas, may be reformed to exclude 
such iKir̂ producing formations. The forming or reforming of any unit shall be arcxMnplrihed by Lessee executing and filing of record ft decbuatton of such unuizarjon or reformation, 
which declaration shall describe the unh. Arty unit may include land upon which a well has theretofore been cornpleied or upon which operations tor drilling have riieretofore been 
corrnneTKed. IWuctknl,drufin&rewortaigCTdOT 
ifiiwggfftirriwi, (trilling, rt^tnA'mgrr^^nirt ii>g < Y ' ^ t ' M " ^ * ^ ^rt f ^ ^ ^ ^ r - 1 «̂t*e. In heu of llie rovalticsdscwheiencrcin specified, including shut-
in gas royalties, LessrxshaU receive revalues oa pro& In *AMtimi ™ nv. fiw^g^w^ I T^" hay-
the rigrnmuntlize, pool, or combine aO or arry pan of ttiePrrtnlsesasu 
or unit plan of development or operation approved rry any goverrervrrita] aitfhority and, from time ro time, with like approval, to modify, change or terminate any such plan or agreement 
and, in such event, the terms, conditions and provisions of this lease shall be occmed modified to cenfonn to the terms, renditions, and provisions of snch approved cxwpcrative or unit 
plan of development or operation and, rArttcubtfty, all drilling and development requirements of this Lease, express or implied, shall be satisfied by compliance with the drilling and 
dcvelorxnent recrements of such plan or agreement, and this last shall not terminate or expire daring ate life ot such plan or agreemenL tarheevem to rhe raises or any pan 
thereof; shall hereafter be opanlediniikr airy such coq 
covered by sajd pum, then Ihe pr^ 
rjroduccdfhmdttDarncuta 
only as so allocated. Lessor slian formally express Lessor's cnnsenl to any coo 
agency fry executing the same upon request oflessce. 

13. Afl expess or imrAcdcrrvenrrrs of u^ 
whole or hi pan, nor Lessee held liable in damages, for failure » comply therewith if compliance is nrcvented by, or if such failure is the result of, any such Law, Order, Rule or 
Regulation. Any delays interruption caused fjyst^^ If, due m the aloĉ tauses or arry cause 
whatsoever beyond the control of Lessee, Lessee is picvented from conducting operations hereunder, such time shall not be counted against Lessee, and this Lease shall be extended for a 
period of time equal to the time Lessee was so prevented, anything in this Lease to the contrary notwithstanding. 

14. Lesssxlssrefeyvrairarsaiidagrea 
•axes or other liens on the Piemiscs, m rhc event ofdefauh of payrneN 
Iheir beat, successors and assigrnlricrery surrender aiid release all 
purposes fbr which this Lease is made, as recited herein. 

15. Should any one or more of the parries named as Lessor herein fail to execute this Lease, il shall nevertheless be binding upon all such parties who do execute it as Lessor. The 
word "Lessor," as used in this Lease, shall mean any one or more or all of the panics who execute this Lease as Lessor. All the provisions of this Lease shall be binding on the heirs, 
successors and assigns of Lessor and Lessee. 

IN WITNESS WHEREOF, this instrument is execmed as of the dale first above written. 
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Byj. 

^"DOTjd^rt^^istei 

. LIVING TRUST DATED AUGUST 17,1998 



STATE ( •OF. UNIFORM ACKNOVVXFJXJEMENT-INDIVIDUAL 

COUNTY OFcSouT, ^VA£X>^ 

The foregoing instrument was acknowledged before me Ibis Q day of _ •.TtAJT\S-_ _ , f f l i 5 l ) , 

E. V. IsbeH and Dorothy Isbell Living Trust dated August 17.1998. bv E. V. Msril-and^Dorothy Isbell. Trmtees. j f f i f f i f f f ^ L ^ \ 

My Ctonmussion Expi Expires: Notary Public, State of V ^ ' ^ ^ | S A ^ * ) ^ 0 

Name of Notary Printed ^ ^ Q ^ " ' - ^ ^ ^ ^ ^ ^ 

STATE OF ljraroiU>lACIWOVVUra)GE 
ss. 

COUNTY OF } 

The foregoing instrument was acknowledged before me this day of , 20 by 

o f . 

corporation, on behalf of me corporation. 

My Commission Expires: Notary Public, State of_ 

Name of Notary Printed. 

STATE OF UNlTORM ACKITOVVTJEDGIJMENT-CrTm 
ss. 

COUNTY OF } 

The foregoing irtstnnrient was acknowledged before me mis dayof : ,20 by 

on behalf of. 

My Commission Expires: Notary Public, State of _ 

Name of Notary Printed 
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Exhibit "A" 

To mat 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 17,199S, Lessor and Lance Oil & Gas 

Company, Inc. Lessee 

Tnw^hip 70 XWm. Ranee 13 Wat NMPM 
Section 22: A trad of land tying in the Southeast Quarter of the Northwest Quarter of the forrhwcst Quarter 
(SEMNW/4NW/4) of said Section 22, more particularly described as follows: 
BEGINNING at the Southeast Corner of the NW/4NWM of said Section 22; THENCE West 570 feet; THENCE North 560 feet; 
THENCE East 570 feet; THENCE South 560 feel In the point of rx*inrung-

Containing 7.300 acres, more or less 

San Juan County, NM 
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* OIL AND GAS LEASE 

AGREEMENT made effective this ZT7tvA dayof 20 Q S " °y 4 , 1 ( 1 between the undersigned 
hereinafter called Lessorfs), whose address foTnofice purposes is set out on the attached EXHIBIT and Synergy Operating. 
LAC, . 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 (S) 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 tunes, purchase 
any royalty oil, paying the market value in tbe field on the day it is nm to the storage tanks or pipeline: (b) tbe 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 ftom 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 man 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, role or regulation of the State or Federal regulatory or conservation agency 
having jurisdiction. Such pooling shall be accomplished or tctrrurialed 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. Tbe 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. 

llllllllMMJMIIUIlilllf 
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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 arc the subject of this lease. If that exarnination reveals 
that Lessor owns oil and gas rights in lands not covered by the Lease, then Lessor shall lease those rights to Lessee at the same 
consideration and on the same terms, conditions and provisions applicable to the original lease. 

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

year first above written. 

-^CAIIHC, LLMLU -sol 

ACKNOWLEDGMENTS 
STATE OF AlcVJ j f l l X i C O ) 

COUNTY OF .Sft>\ T5k/trA ) 
On this I f * 0 - davof C S . J M • 2005 • before me personally appeared 

to me known to be the person described in and who executed the foregoing instrument, and act 
_ _ _ _ _ executed same _ _ _ _ _ _ _ _ free act and deed-

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

ledthat 

STATE OF. 

COUNTY OF. 
On this 

~7Fo«̂  r,(J^lfl-Kj_J 
acknow 

OFHCIAL SEAL 
JEW«reR THOIilASON 

Nonpublic 

- IT i - i T r i i ^ r ^ ^ * * - * * * * day of , axa . ncrorer i—tiu—Mjww»»»a^Mqp^^j-^ ; 
to me known to be the person described in and who executed the foregoing instrument, and aciaiowledged 8_T_ 

.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 DS , 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 ) 
i 

COUNTY OF ) 
The foregoing instrument was acknowledged before me this day of ,20 _5 , 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" 

Legal Description: 

Attached to and made a part of that certain Oil and Gas Lease made effective 
O / ? - / A \ ~ < D . K by and between Troy R. Strickland, et al, Lessor and 
Synergy Operating, LLC as Lessee. 

TOWNSHIP 29 NORTH, RANGE 13 WEST, SECTION 22 

570 ftX 560 ft in SE corner of NWNW 222913 

B787 P506 
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