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OIL & GAS LEASE 
THISAGBEfMSNTmainIWJ l s e amy ai F e b r u a r y 2 0 0 6 e«»« 

Chase Farms, a New Mexico general par tnership 

P.O. Box 658 

Art e s i a . New Mexico 88211 
[ P O K Ol l i ce Address) 

here* £auec ouoi iwwtin.j Dno o< rivw Chase O i l Corpora t ion , P.O. Box 1767, A r t e s i a , NH 88211 l M W ) e 

i . u c » i o i . i n £s - i s id * ' a t i on cJ T £ N A N 3 O T H E f i D O L L A R S i r nana pa le . r ecan t o i wtvelt is nara ecsTOw-edgsd. » n d e l i n e r B y a f i i a s ^ a r e i n i v e v l i t a d B n a e l l n « a g - a a r n a ' i ( s o- the l e a s e * nerein 
zana in t sz . he reby c/er. is, iease* arm lets e tc tus ivety un to lassee lar tne D u r o n * • oi invest igat ing, u p i o r ^ g , p rospec t ing . ohdiAg. cpsrs l inc/ to i and producing su enc g a s . in;ecttng g u , waters. 

orher Holds, a t o air into subsurujea s l ia ia lay ing s x r t ' w w . *tcti.-tg :ott. bul ja jng tames. r o e o w a f s , ta iepnona l i ne * , i n a other i b b S U ' t s a i d r h r i g i Ihereen to c r e a t e * , save , tarts care c l , i r aa l . 

e r scas5 . s iore ana r -a / isco ' l a«io minerals. I h * fo l lowing oesendaa land f . E d d y .. Coun ly . New Mamcn. l n -w i l : 

Township 17 South, Range 26 East, NMPM 

Section 29: S/2 N/2 

Said l a r d i * est tmaiea to ccrrpr.«e 1 6 0 * 0 0 acres, whstner It ac?^ally comprises more o - tea*. 

2. Su&iact ro U«« nther prov-siDis ha ia i n con ta ined , Ih ia laaaa shel l camaln in Iowa l o ' a t a f m oi O n e years Irom rtvs date (cal led 'pr imary term") 
and us h5r>8 -J^ereattat a i oti ur gas :s p roduced m m aaid tana at I rom land wi l " . wriien said land s poo*aa. 

3. The roye l l i es io 0a pa id ay lessee » re : (a) on q; l . and other Ur j i rd hydrocanems sevaa l l Ihe wel*. O t i e — f o u r t h 0 ) mat o rooucso and saver] i : o n 
sa id land u n a In D » df t^varec fti trie wel ls Of to Ina o ted i l ol lessor i n tha ppe l rne to wftlen i h * walla may ba. -concur lac; tb) on gas , Including c u - r g h a a d gaa or dinar g a a a o u i auostano! 

s roducad i i o m ss>t£ tana a n d usee oM « » p rem ises t x u a a o \*» lha manu lac ' -u i * « gascl-ne w ot t . t r products , the m f tme i va tua at tha w*H a* O H e — f O U T t h o ' i n * gas u t »o, 

: - r uvd»d ina i a n M i said i n c f o i l tne pr w r i t e s , i r x royal t ias tha l l be 0 _ t t £ - fourth 
tr io o-nauni r a a i x e u t iam t u t h sa la ; I d and a : any 1 1 roe when t N * l e e s * ia not veUOared oy outer p rov is ions hereof and mare a a gas etiorar e c n a a i s a i e wal l on sa id lann. oi luno p r ^ i e d 

tn t t rawi in , Oul ga& s* condanaata w nol oa ing sc sa id er u s a d a r d s u c r t wei l la i hu l in , either o e l o i * or mi la* p roduc t i o r i r .a ra l i ym, than cn or M m n 90 days altar aaid wel l is shut in. and Ihert iat iar 
ai annu2hn ie<va is . laaaea may pay or iant tAi a n a r w a n c a srtui*ln foya'IY equa 1° S1.0C per i » l acta ol Mu sot 's gas ac reage tnan r,«nj unani laaaa By IP.a pany rnak'ng i u c h prjyrrw.-L o i t»r>diir. 
ana so r ing t s k«a i snut-m royal ly n paid or I en da red , uva lease t r a i l net terminate and \: art ail M u v i a a r a a wnde* al l a a u s e a harao* thai gaa * being p focuced i r o m :ha laaaad otamiaas In 
pay ing Quami : i e t . Eacr tauet i paymant m a l l Pa p a j d c < tanoarad la lha party or partiaa who al l i te l ima o l aucn p a / m e i r . tepuloDa a f l l t l lM W raca*M n a -oyahMi wnich w o u l d be paid unoqr thic 
( •aaa l l ina mai l ovate m t a a oroducmc Trie paymen t er lander ot ioya»tt t» and Miy i - in revalues may be maoe by cneck c r d t a l l . Any nmaly pay i ra f t l o.' tanr ja i of mu:><n rayaliy wnlch ;s m e o * m 
d b o n a ' ioa a n e m p i to m a t e o foocr payman i , t w l wnlcr i ia a r o n e a u a in *<rtoi« or In par i aa to patl taa o i amoun t * , snai l rmrerttMHaaa be tu f l i c iem to pravent iarnMnaaon a l i r u i naae In Uia eama 
manner a t t n n u p h a proper payment had w e n r n a o i •! lesaae «hai l ca*reci such errcr wt>hir: 3D days a l tar i««Baa nas rece ived wi l t ian no ' lea tna 'ac l by cetHilati mail t r o m i h * party or oan ies 
i n i i t t ea ia iec»rve payman i tog air ier wltn such wru inn i n u r u m a n u tor c e r t i l a e cobiea I fa reo l ) as are naoaaaary to • n a b ' e ! • « * • • 19 maha prcper payrrten'.. The antaunt raa l t ie t i Horn I Re s a l * o l 
gas on or n i l '.ne c e m i i e s snai l oa Um price eaub t i s r i ed ay tne gas se ta* eenvac t arit»*ad M I O kt goad ta-lh py l a a i a a ana g « s p w c l u * e r l C f sucn term ana unesr ewen csnd i t l ans as a n c u s m m t r v 
In tha inouauy *P»ke* sru»t l m e a n \na net amoun t recaiyaa by I B M M attar g r ^ n g al t«c*. toa9pt*taoiafapjuiatoi* f o raa ts a-*o »1ier apptication o l any apphcaote prtco a3i>iaim»nta spedhad-.n s u c n 
cwMiac t or r a g u l a i a v o i o a i t , i i i no awem loasaa compneasas. n e a U , pur l l tas. o* caMrcrates aucn gaa twha tnar on sr ctf tna iwaaed pramiaasl or i ransco ' ts gaa o t too leaaer j prarnwai i . I«S~S»K 
in compu t i ng roya l ty n a r e u t a a i may aer juc i t r om auct i p t i ca a raasonabia c h u g a tor each ot »ucn lunc lkma pe r i o rmad . 

* Tr»s n it p v d - u p tsaac ana lessen nnsJi m t o e obHopied dmrnv Hi« pr imary torrr. ne iaet *.o cornmanca a t can lmue any operaUona ot whalsoevai chs ia t te r nr ro meke any paymenw 
heraunder in c r a e ' mainta in i n n ( M a e -n (area dur ing t h * p r ime iy l e rm: nowav*.-, | M t p iov is ion is not i n tanged io reeava lessee nl t i e oDt igaton 13 p r , ' royallies r-n ac tua l prtMiuClion p i » m a m 
io me provis ions r>> F-»ragrap--3 narao! 

S L*58«<» Is -** fehy granted me 1*911 and pnwe i . i t o m iir"ft ic l i f e to pool o> com>ne m i * leaae. (na l end covarnd hy <t or any pan c r -onian :ns-ac l wttn any atnar lanr:. ! • » » • * . n>nof»i 
nalatea ot pans t*er<ir>t 'ar the pmdur. l ion o l ot l a : gas. Uni ia pootec haraurdBr iha i l net excaec Ina a tanoa id p ro /a l ion unc Imad by law or oy | M Oil C-n ie . -va i i& i D-vlsion o< the Enaigy a i d 
M<na:als C l a o a t ' m a n nt the Stare o l New M a i tea or by any outer nvrtUi a i / lhor ty to* rhe pool 0.- area i t wtt icn sa id land JS s-tua(a=. r^ua a loiarancA D: IRP, percent. Uesseo ma i l 1«A wnnen unit 
aeu iqnai t^ns 1.1 ma r . ouov n whlcn ina p temlsaa a r * tocaiaO a n o aucr. un:ts may t>« deaigrut lad i rom l ima 10 l«ne and an net M t p r a a i alter tne cr jm^ienon o! <veln. O i i l l n g ot>arai!i>ns art 01 
p iod ' j c i i on i r ^ m any pt>ri d a<"v *ucr, u n t shal l b a nons ide ied lot ail purposes, s i cap l the paymant ol royally, ft* oporat tont cnnoueied upon rv proaucrton irom ine land cn*sc(*eo in this i»»ss 
Tnnr& ar.fi!) oe a i ioca ier i 10 ihe u n d cotfatad Qy ini» leasa r r n u o e o in any such unit that sort ton o t i t i c lata* orgouct io . t 01 i xxuaa minerals Mom wetU in lha nr1):, alter d * 0 i j c ! l n ; any useo i r ) «MSA 
or u r n upe iB imns . t t r t - .n ino net mi c r g i s ^ r r e o p a in f i x land covered hy tn<a lease inc luded In Ttia unil bear * to t r a m ia l numoer a ' aurtvee acree in rha cn. l . The f o n u c f u r &o aiiocaiaa r-riB'i 
t~-a cons icatna i c r mi pg tposns . ir iciud rtg irta payman ' cr dU iva ty ol rovafty. '.c. be '.ns e rn rn prnouclton c l potwed m neiats I 'nm ine p o r m n c< *a«l tsnd covmat i her»r?y end inrr i jded 'n I B ) C unit ir. 
mt- some manner us inrn_rjh aiocucecJ ' m m ka>c l a i d urt^ar ihe le i ma ol irtis ^ iass. Any pconK) uni: aes jgnn ia f l by laaatte, as providad fierotn, may bn tl iasolvac Dy inssne by reccroing ar, 
aoprap f ia lo 'ns t rumer . i -n tne Counly where lha land IS SHUS'.SO ai any l>ma altar lha complet ion of a dry hola or tha cassat ion ol p i o a u c t v . nn aaM unit. 

n. U a i p « « « c i r a f on o-' ir.< oomaty ie*m i t w a i a no « t : i uaorv u « i a i d capab le cl cradusing u : c r g a & , • u l > « s o e has cammenced opetauar ts lo t dn l tmgor (aMOdcIni) lhe:»cn. th>t l e a i a &hb i 
r nma ln <n lures %o x v i o a i nporaiionB a u p r o a e c u i a c A i m n o caasat ian o l m o t a ' t ianSO e o n e e c u i k * oaya. w n a t n * * auch oper al iens p e o n the same well or on e d r lV -^ 'n vr aooi'.isri »• wen zx mens. 
a n d ir tpey r«su i i in tnr. o rn f l ucuo i o l oil or g a s , so i o n ; inarea i (« ; as c i or gaa is p r o d u » c i rom said l and . H, attpr i m enp i r a i nn d ihe p'tmary ta im, all walls upon said land &rouio M C I O T P 
niRapabia or pieo^-ctng lor any causo. t t i a lease sl-ai l no t tttrminata it n a s a a La 'nr r^ncas operal lana lof add i t iona l dr ik ing o> lot lawork lng wi inm SO days -hereal ier I ' e r y o i i l i n r j . Addi i iooa: 
d fUHn; . ni r«w=rh inc r>nnraiions haraunaer result in p tndt ;e^r jn , inen Ihls ' aasa shail remain i r lu l l lorca so W g mataaf :ef as oi l c- gas 19 p r o d j c a d haraunoei 

7. Lease* snai l . - u te ' ree use w o ' , gaa ana we ie r t rom sard U n d . excepl water I rom feasor's walla and larrtcs. tar ai l opeiaiwinft nartHiMm', and lha royalty «nali b*» scmpu l c f f atler O f t f l j t i i r i ; 
any ac v w c L a a s a e s r a l l nave lha rigi't at any d m * du r ing m after tna a x p l ' s i i o - ot this lease io r»mo«a a i l p r o o a r y a n d D i l u tes piasec by leasee en SBIO tand, inc lud ing the r ior" >a draw and 
r e m o v a al ' c a s m g W n a n required sy teaser. Lessee wi l l bury a!i pipe il*.as dh co i i va iac i a n d t ba-ow a iomary p low d e s t h . and no wail s r a i l b * drt i lad w l tn i r two h u n i b e d l*« i 1200 l i . j cA a r y 
resioartce or ea rn "f ivn on said lano w-tnoul l e s a o r a conaer.t . Leaaor s h a l Have 11a privi lege, ai ftii ikek and e r tparae . o l us ing gas i rem any gaa wait an sard l a t a rat s l aves ana i ru idet ignts in ihe 
rxtf tKioal Owft-i-ng ;r*»»«sn, out 01 any s i cp ius gas no i needed k v o p a t a i « A « hereunder. 

a. The 1 g M s 01 * t i r e r party neraurteef may ba ass igned in whole cr in par t a i d tne orovlsjaos hareol shal l a * l e n d l o ine i r nei is , tnecutors. aomin« t ra io rs . successors and assigns: nm na 
m a n g e ^ tna o w n a t & r t p o< t f t r o ar n the. ownarst t ip fit, ot r ighta to tacetwe reyetHMai or s h i r . - n loyalUas, noweva t ascornplraned srvelt 3psr»t» \a aniatQe V\* oo i igshons nr o w m n n tne i t g M * 
o l l e s s e t : a i d n o such change or d i y i » o n 5-1 ait oe blnCir.g u s o t i t t t e e tc / any pu'DOsa unti l 30 cays a Mar lessee naa bean t u m t n e a sy cs t t l l iad mad at leasee's p*-neip*t p lace ct Duslnwas w t t t 
a c e e p i a i w e i n s l i u m i i n u o i cer l l l teo e o p * s therao* cona l l l u i i r g t f e c t e n o l true I rom n a or ig inal lessor. K any st .cn c h i f t g e In swrtemng) occurs I t r o u g n tna oaatn pt tha owner , lesaaa may, a i i ls 
ao l l on . pay or l e n d a i any loyetnea ot s h u i - n rayai l lea in the name c l ths d a c t r u e c or to nig a i l « : a or to his ha l t s , asacuto i or admin is i rax r uni l l Sue" |imt> ss i rrssa* has nntr - iurn>Min<i A - I I -
^y idencH stt i i i ;Bc: i> 'v I D lessea as ic irt« paraenf i ent i t led lo such turns. Anaas ignmen l ol this laaaa in who » or in p a n shal l , lo ir-a »»<»rt ol such a s a i s n m M i . r t l 'eve and dt tunMige lasaee d any 
abi tgat ions ne raunde : and . Y. Jaasee or ass ignaa c l pa'? or parts t-etaot ahal l 'a i l or make dalautt in the p e y m e r i o l l i e propar i ianata sar i 9.' royalty or shui-in royally due I r o n such leasee rw 
ass ignee cy 1st! *o co r rp ty w l t t any of tne provis ions of th is lease, such default sha l ' net a f e c t th is reasfl insofar as ' l covers a c a n o l said lands upon which lessee ° ' any a u r g n e n meres t s raP 
p ioser l y cnmpiy or m a t e sucn payments. 

5 S h o j l d lessee oe oraveniea i rom comp!ytr--g w i ' i l any « i p i M 9 a* impaea covenant n l this lease, or i rom carrduennj j d;rihng of /ework ing ooera i lon i neraunoer or I r e m Di-coi-on? mi cr gas 
hereunder cy m a s o n o< scs rc i l vo r maai.ity 10 os te in 01 use equipment 01 mater ia l , or Oy operat ion cl •ores maieure . o r o v any FedSt»i cr state law tc any c d e i , rule or . e g u a u o r o t gpvernr rsn ia l 
au inor i t t . i n e i wh>te so prevented, leasee's 0u*y unaf. Sa s u s p e r d e d . and laseee snail r -o i ca l i e t te 'or tBl'ure lo c o n p y cnerewltrt: a-'-d iHi» tease snail Da e r e n d s a whi le e n d sn long as leasee l i 
p ieva r . teo by any V J C P cause I 'om c c t c u c i m g dr lMng or *awo^<ing o^eredons or ' rom producing c-tl or gea r a r a n r d a r : a r d the l ime white io*sae is so pravamen snai l r>m a i c o u n e c l a o m s t 
lessee , anv i rung i ' mis l e a n e t c ma cortTary no:wt 'rAianoir>5. 

10 LesstJ- riejrtC'V w c n e i u i st to a3rsf ls l o a a t o n o l i e 1113 ta w e t U n d and a ; reae that •eaxaa a i i s cpiiDn may o iscnarge any tax, msngage o* oinar Iran uponsetd l and , and m t i n event lo»o e« 
c o a s sc i : f i a n tta s u r * c g s i e d lo such l ien wl tn ina rigr-t 10 enlaree aa r ra ana 10 apply rcyal l fs& ana shuMn royaltiMa psyabte nv rsunr je ' toward *a'.islyrJ«g same- W.- inc j i moai rm«ni 0' lessee's 
r iqn is -„no-r >n* W J K M M V ir this :»as,e c r . vn t i a less n t n r s & i in m« ml rx gits ;r, m s i sny p a n ni t f t id and ' nan '.He eni i ro ana j i ta iv toea lee s.mpia esieut [ w i e t r e r l aaso i i mieiest is r i« i» in 
i p t t u -»ifc m non mar. m v foyet iws. sni-l-ir, royalty, ans other payments, il any. ascru-ng t ram a t y par i as to w h i c r i n n leaae covers less than such lU-'l irwersst. s-taD be o a i d amy tn : h * twopornon < 
w n i r h : . re i m a r e s i i n f j r i m . l l any, coveteo oy in ia lease, b a s i s to tne wha-e ana ur<div>dea fee sunpio es ie te i he re in . Should any s r * c r mote ot Ihe parves named above as lessors te'i ic execute 
in>a iease. i i S A O ^ -wvanne iess oe Binding upon ihe parry or parties eaecut lno I r a sa-ne 

11 L f tesa* . as =r n is successors, hairs ana ass igns, snat l have the ngW at any Ume 10 sur rencer ihks, lease, in wnpte or m p a r i . 10 laaaor or r.la heirs, successors and assrons by c a l i v e t i r ^ or 
mai l ing a I « M U « i r tsrect to p i * lesser. ;-r py p-acing a re lease inerect at record in ma county In wmch sa id land Is s i i ua i ac : ihereupon >e»ee snell o» r t i w v e d Irom al l ob l iga t ions, aupmsaad v . 
Jmpueo, ol this agretemeni as to acreage so su r rance 'ea , and i m r a a f l e r Ihe sfti iUir. royal ly psyaew hereunder srw-t be reouceo in the propo'iior> Inai l^» strraage cove red heraov 'S raduced r>',' 
saiC re lease r r re tesses . 

12. See Page 2 attached hereto f o r a d d i t i o n a l p r o v i s i o n s . 

NMOCD CASE NO. 13236 
MAY 27,2004 

PRESTON EXPLORATION, LLC 
EXHIBIT NO. 5 



13. In addition to and notwithstanding any other provision herein, this Lease shall no! terminate in whole or :n nan. 
regardless of whether production of oil or gas has been established from the Lane at the end ofthe Primary terra, 
so iong as Lessee is engaged in Continuous Drilling Operations on the Land and, except as provided in this 
Article. ?c> long thereafter as oi: or gas is produced in paying quantities from .the Land. "Continuous Drilling 
Operations" as used herein shall mean the drilling of wells without more mar. one hundred twenty {122) days 
elapsing between the completion of one well and the commencement of actual drilling of the next wel:. 
"completion" being the date a weii is either plugged and abandoned cr completed as set oul in the official Slat: 
form. The actual drilling ofthe first such weii must be commenced as follows: (1) if al the end of the Primary 
Term there is no well capable of producing oii or gas in paying quantities on Pie Land, then on or before the er.ri of 
the Primary Term; (2) if ac the end of the Primary Term there is a well capable of producing oil or gas ir. paying 
quantities on the Land, bul completion ofthe last well drilled during the Primary Term was more than one hundred 
twenty (120>days prior to the end ofthe Primary Term, then on or before the end of the Primary Term: or (3) if ai 
the end of the Primary Term there is a well capable of producing oil or gas in paying quantities on the Land, but 
completion of the last well drilled during the Primary Term was less than one hundred twenty (120) days prior to 
the end ofthe Primary Term, then within one hundred twenty (120) days from completion ofthe last well drilled 
during the Primary Term. The commencement or continuation of continuous drilling operations shall be at 
Lessee's option and shall not be considered an obligation or covenant of Lessee, l f the continuous drilling 
operations are not commenced within the time hereinbefore specified, or if, at any lime after commencement of 
continuous drilling operations, more than one hundred twenty (120) days elapse between the completion of one 
well and che commencement of actual drilling of the next well, this Lease shall, at the end of the period of time 
within which Lessee was required to commence a well, terminate as to all the Land except those portions included 
within a proration unit established under the spacing and proration rules and regulations of any governmen tal body 
having jurisdiction for a well then capable of producing oil or gas in paying quantities or on which Lessee is then 
engaged in bona fide operations to establish or restore production of oil or gas. If this Lease is continued in force 
under the immediately preceding sentence as to a proration unit on which operations are being conducted in an 
effort to establish or restore production but on which there is no well then capable of producing oil or gas. this 
Lease shall likewise terminate upon cessation of such operations for a period of sixty (60) consecutive days un less 
such operations (on the same or an additional well or wells in the same proration unit) have resulted in the 
restoration or establishment of a wel! capable of producing oil or gas in paying quantities on such proration unit. 
Such proration units shall be designated by Lessee and shall be of such size and configuration as may be allowed 
by the spacing and well dcosiry rules and regulations uf any-governmental authority having jurisdiction. In (he 
event this Lease has terminated under this Article, except as to producing proration units, and at any time there is 
no longer a well capable of producing oil or gas in paying quantities located on any such proration unit, this Lease 
shall aiso terminate as to such proration unit unless Lessee shall commence operations for the repair or reworking 
of a well or for the drilling of an additional well on such proration unit within sixty (60) days after cessation of 
production and diligently prosecute such operations on the same or an additional well or wells on such proration 
unit with no cessation of more than sixty (60) consecutive days during any operation or between such operations. 
If such operations are timely commenced and prosecuted as prescribed in Ihe preceding sentence, and i f they resul t 
in a well capable of producing oil or gas in paying quantities, then this Lease shall remain in effect as to such 
proration unit as though no cessation of production had occurred. Within thirty (30) days after any termination. 
Lessee shall furnish Lessor a recordable release for aU the Lands, whkh have terminated under this Lease. Such 
release shall be free and clear of any liens and overriding royalties or other similar burdens which might have been 
created by Lessee or Leasee's successors or assigns. 

14. Notwithstanding anything to the contrary herein contained, Lessee shall not enter upon, occupy, traverse, or 
otherwise use Ihe surface ofthe leased premiaes for any purpose. This Lease and the rights granted hereunder 
shall not be construed lo permit or grant Lessee the right to use any portion of the surface of the leased premises 
for any purpose, however, Lessor agrees that Lessee may pool or combine the Land or any part thereof with other 
land to form a proration unit for the production of oil or gas pursuant to the rules and regulations cf the Oil 
Conservation Division ofthe Energy and Minerals Department of the State of New Mexico. 

All of the provisions of this lease shall inure to me benefit nf anc be binding upon the panies hereto, their her*, 
administrators, successors and assigns. 

IN WITNESS WHEREOF, this instrument is executed as of the date first above writtsD. 

CHASE FARMS, a New Meiicn General Partnership 

Maekt Chase, General Partner 
Tax ID 85-0354104 

STATE OF NEW MEXICO ij 

COUNTY OF EDDY i) 

This instrument was acknowledged before me this 2" 
Farm.-,, a New Mexico General Partnership. 

' dav of February 2004, by Mack C. Chase. General Partner of Chase 

fi n 
OFFICIAL SEM. 
STACI a SANDERS 
NOTARY PUBUC • STATE OF HEW MEXICO 

-Of My cammlutan expirac „ 

RECEPTION MG: Q4012S8 STATE 
NEW MEXICO- COUNTY OF EDDY 
RECORDED 0 Z./C 5 .-'ZO Q 0 B : 5 5 AM 
BQCK 0 5 3 E FACE Q £ a I C . £ 
JEAW BLEMDEK . COUHTY CLbRK 2 

OF . 

Notary Public 


