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PURCHASE ANO SALE AGREEMENT 

THIS PURCHASE AND SALE AGREEMENT f'Aereemear) b dated thij ^ T " day of August, 2010, 
by and between YESO ENERGY, £NC. ("Yeso"), P. O. Box 224«, RoswelL New Mexico 88201, and CHICA 
ENERGY, LLC ("Chiee"]. 3003 McPhcrson Road. Roswell, New Mexico H8201 (collectively -Sellers'•), and JUDAH 
OIL, LLC ("JuKIO (BuyeO. P. O. Boa S68, Astasia, New Mexico 88211-056S. 

For and in canskferatioa of Ten Dollan ($10.00) aad other good and valuable consideration. Buyer and Setter* 
agree to the purchase tnd sale of tha Subject Property descried below under the following terms: 

1. Property Being Sold. Subject to the terms aod conditions of this Agreement. Setters agree to sell aad 
convey and Buyer agrees to purchase and oeeept the Subject Property tor die Purchase Price a* defined bcrtdnofter. Tho 
"Subject Property" shall Include tba fallowing 

(a) Leaseholds. All of Sellers' right, title and interest in all oil and g u leasehold interest, oil, working 
interests, orienting rights, record title interests and all other interests under, in or useful in cxxsnectkni vith oil. gai or 
mineral leases, and interesU in rights ta explore for and produce oil, gas or other minerals ("Lessex"}, described in 
Exhibit "A", whieh when delivered and assigned hereunder shall represent ell of Sellers' right, thle and interest in lbs 
Leases, except as to any interests otherwise reserved bdtia 

(b) Permits. Al l of Sellers' right, title and interest In all permit* and license* of any nature owned, held ar 
operated in conncctioa with operations tor the exploration and production of oil, EBS or other 110x01111 to tbe extent the 
same are used or obtained ia connection with the Leases (""Permits"). 

(c) Equipment. Al l of Sellen' right, title and interest in all perianal property, well barm, casing, surface 
equipment and down-bole equipmiMt used cr obtained In unneotkia wilh the Leases and Wella. 

2. Conaidernnon. As conslrlfrnrlrm for the Subject Property, Buyer will undertake the following 

(a) Judah will obtain oecassnry bonding for the weUa described in Exhibit "A." tacludlnc any additional 
bonding required for SWD wella. 

(b) Yew araVor Chica, with rcgulritrjryaijprovaL 

(0) The following proviiioni will apply to Lease No. 1 ( Dow "B") is the event H is successfully 
perarltted aa a salt watur disposal (*"SWD") well: 

(1) Sellers shall convoy all of tbeirrlgln, tide and interest in the Dow "B" 10 Judah. 

(2) Sellers shaD receive the sum of J50.000.00 upon the issuance of a SWD permit to Judah. 

(J) Sellers will reserve a fee of 1.05 per barrel of water disposed into the SWD as reported to 
the Oil Conservation Division. 

(4) Sellers will reserve an overriding royalty of ten percent (10%) of the net (after state and 
federal taxes or tees) revenue Attributable to oQ collected by the SWD operations and sold. 

(5) Ta the event Buyer, at its accretion, elects to sell the Dow "B" SWD wellbore and any 
approved permit therefor without any SWD tacilinos tmd'or disposal systems installed. Sellers will receive the errtrjvaleiit 
of twenty percent (20%) of the net sales proceeds received by Buyer, 

(6) In tbe event Buyer construct* a full SWD system and operates tbe SWD system for a 
nrinimiini of one and one-half (1 1/2) calendar yeara and subsequently sells the system to a third party not associated 
with thia OQtecrnent, Sellers shall receive twenty percent (20K) ofthe sale proceed*:, less that portion ofthe costs of 
pcrnnttitiL', construction and conversion prorated over 18 equal monthly installments trom the dale the disposal well 
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began accerrrina produced water fcircOTaracrcial injection purpofiea tn (ha date of isle. Example: If/Buyer sella (be Dow 
"B" for Jl00,000 one year after injection commenced and Incurring expenses of $50,000 tor equipping the weU. Sellers' 
than ofthe proceeds would be caloulated as follows:' 20% (100,000) - (50,000/18 X 6). 

(7) I f Buyer soils all or a portion of the SWD rystem after 1 'A yean after the well ccramenccs 
commercial operations, Sellers will receive no portion of (be sales proceeds, but any transfer or sale of all or a portion of 
the SWD well will be subject to (he per barrel disposal fco and overriding royalty provided tor in (2) and (3) above. 

(d) Judah will become operator of record ofthe Gulf McKay Ko. 1 well located in the SEM SW/4 Section 
34, Township 18 South, Range 32 East, N.M.P.M., Lea County, New Mexico. Buyer is not pwchanng any portion of 
the leasehold rights therein. Buyer disclaims ell liability for the condidaa of said lease, including any preexisting 
envrronrnentol coodtfiuna. 

(0) In the event Judah, is its sole discretion, decides to permit any well located on Lease No. 3 tor SWD 
purposes, Sellera will support the application. Sellers will assign ony rifibSi-of-way of which U U the owner of record. 

(1) Tha foUowing provisions will apply to Lease No. 3 in the event a wellbore located thereon is 
luccessfidly purmitted ns a SWD well: 

(1) Sellera will obtain the transfer of the operating rights and operatorship of Lease No. 3 
directly to Judah. 

(2) Sellers will receive an amount of $50,000.00 for each wellbore permitted as a SWD well. 
Said amount will be payable upon final approval of the permits necessary to operate aa a SWD well, 

0 ) Sellers will reserve a fee ct'$ .05 per barrel of water disposed into tbe SWT) as reported to 
the Slate ofNew Mexico. 

(4) Sellers will reserve an overriding royalty of tea percent (10%) of tbe net (aficr state and 
federal taxes or lees) revenue attributable to oil collected by Ihe SWD operations and sold. 

(5) In the evenr Buyer, in its ducretioa, elects to sell any SWD wellbore end permits for same 
without any fkcUldcs and/or disposal systems Installed, Sellers wul receive $30,000.00 for each wellbore assigned to any 
third party not a party to this agreement. 

(6) la the event Bayer elects to construct a rail SWD system and operate the SWD system tor a 
minimum of One end one-half (1 VV) calendar years and Subsequently sell this system to a third party not associated wilh 
this agreement. Sellers wjJLflOJ receive any compensation rektive to the sell price, but any transfer or alignment will be . 
made subject to Sellers' disposal fee snd overriding royalty reserved in (3) and (4) above. 

3. Due Diligence Inspections and Closing. 

(a) Until the Closing Dale, Buyer shall have lha right to conduct due diligence Inspections ofthe Subject 
Property, including reviews and Inspections of the physical conditioDS ofthe Subject Property. Buyer and Ihc employees 
and agents of Buyer shaU access tbe Subject Property at Buyer's sola risk, cost and expense at reasonable times, and 
shsll have the right to conduct production tests, eotriprnent mspection, envirrnxfflcntal audits and any other investigation 
of the Subject Property on prior notice to Soflers and upon agreement with Sellers as to die time and place of such 
actions. 

(b) Sellers sliall provide to Buyer ths following title information to the extern that it l i tn the 
possession of Sellers: 

(1) ' AU title opinions, abstracts of title or title status reports In the possession of or held for or 
on behalf of Sellers. Sellera have no obligation to update or supplement any abstract or title opinions for 
tbe Leases or any part thereof. 
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(2) All rental and royalty payment records in tbe possession of Sellera. 

(3) All tax payment records in the possession of Sellers. 

(c) Tbe conveyance of the Subject Property to Buyer shall ba effective August 11, 2010 at 7:00 am. 
("Effective Date"). Closing shall occur on or before August 31, 2010 (tbe "Closing Date") unless postponed by 
agreement of the parties. Unless otherwise agreed, the Closing shall be beld at Currier Abstract Company ("Agenf 0, 
Artesia, New Mexico. At the Closing, the following shall occur: 

(1) Sellers sliall execute, acknowledge ind deliver sn Asxigruncnt, Conveyance and Bill of Sale. 

(2) Any ad valorem, property, production, severance and similar taxes and assessments, if any, 
based on or measured by the ownership of property or the production of oil or gas or the receipt of proceeds 
therefrom on the Subject Property shall be prorated between Sellers and Buyer as of the Effective Date. 

4. RiroreMrotatioru, Warranties and Covenants of Sellers. Sellers represent and warrant to Buyer na of 
the date hereof and will represent and warrant at tbe Closing and, as applicable, covenants with Buyer, as follows: 

(a) Taxes and Royalties. All due snd payable ad valorem, property, production, severance and sinulxr 
taxes and assessments based on or measured by Ihe ownership of property or the production of oil and/or gas or the 
receipt of proceeds therefrom on the Subject Property, which became due prior to tbe Effective Date, have been properly 
paid. All leasehold royalties. Vase rentals, shut-in rentals and all other amounts based on or measured by the ownership 
of property or Tjrrrfiicuon of oil. gas or associated liquid hydrocarbons have been properly paid except tho6e amounts due 
on production not sold as of the Effective Date. 

(o) Jjlle. Sellers ahall (ike or cause to be taken all actions necessary to deliver the Subject Property free 
and clear of all liens, mortgages and security interest*. 

5. Representations and Warranties of Buyer. Buyer represents and warrants to Sellers as of the date 
hereof and will represent and warrant at the Effective Date, as follows: 

(a) Corporate Authority. Buyer is duly organned and iu good standing under the laws of tbe Slate of 
Texas, is duly qualified to carry on its business in the State ofNew Mexico, and has all the requisite power and authority 
to enter into and perform this Agreement and carry out the transactions contemplated under this Agreement 

(b) Bonding. Buyer possesses all bonds required by tbe Bureau of Land Management or the Oil 
Conservation Division ofthe State ofNew Mexico to operate Uie Subject Property. 

(c) Obligation to Close. Buyer shall take or cause to be taken all actions necessary or advisable tn 
corurummatc the transactions ccmternplated by this Agreement and to assure (hat as of tbe Purchase Closing it will not be 
under any material company, legal, goverrunental or contractual restriction that would prohibit or delay the timely 
corrsumrnation of such transactions. 

6. Files and Records. Sellers will make available to Buyer all title memoranda and other infonnation 
available in Sellers' files relating to the Subject Party footle ctively "Dad"). 

7. Costs and Revenues Before and A f t f ^n1""? Sellers aball be responsible for the payment of all 
costs and expenses incurred in the operation ofthe Subject Property prior to the Effective Dale. Subject to Ate other 
provisioni hereof. Buyer shall be rnprmiihlr tor all coats, liabilities ami expenses incurred in the ownership and 
operation of tbe Subject Property from and aficr the Effective Dale. Tbe proceeds from tbe sale of hydrrxarbons 
produced trom the Subject Property prior to the Effective Dote, i f any, shall be the property of Sellers. The proceeds 
from the sole of hydrocarbons produced after the Effective Date shall be tbe property of Buyer. Adjustments shall be 
nude to the Purchase Price to account lor such cosu and revenues ia the Preliminary Settlement Closing Statement and 
tbe Final Settlement Statement. 

8. Miscellaneous 

srarluesli.PSA.ilae 
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(a) Further AMurances. Sellers agree to ejcaite miy documents wbicti they have tbe rutberity to execute, 
whether before or after the Closing, to aid Buyer in clearing crperfecung title and ownerstrip to the Subject Property, and 
to facilitate the receipt of tbe proceeds of the sale of the prorhietion therefrom and attributable thereto. Buyer shall make 
any request for execution of such document in writing and shall provide Sellers with a copy of the document snd on 
appropriate explanation of its significance end purpose. 

(b) Notices. All rommirnir^rirrra tequired tr permitted under thia Agreement shaU be in writing and shail 
be deemed made when actually received, or if mailed by registered or certified mail or Federal Express, postage or tees 
prepaid, addressed as set forth below, shall be deemed mads three (J) days after such mailing. Either party may, by 
written notice to tbe other, change the address fix mailing such nonces. Faxes may be sent for convenience but must be 
followed up with mauiag on arty important notice issues. 

Nodces to Sellers: YESO ENERGY, INC. 
P.O. Box 2248 
Roswell, New Mexico 88201 

CHICA ENERGY. IXC 
3003 Md*horson Road 
Roswell, New Mexico 88201 

Notices to Buyer JUDAH OIL, I-LC 
P.O. Box 568 
Artesia, New Mexico S8211-056 

(c) Counterparts. This Agreement may be executed in any number of counterparts, which taker) together 
shall constitute one instrument and each of which shall be considered an original. Tbe parties agree that facsimile or 
electronic execution of mis Agroeroent (but not of the assignment documents) shall be considered as originally executed 
documents. 

(d) Law Applicable. This Agreerneot shall be governed by and construed in accordance with the laws of 
the State of New Mexico. The rrrevruling party in any dispute hereunder shall be ootitled to recover its attorneys' fees and 
costs. 

Sellers: 

Buyer; 

JUDAH OO, LLC 

«cp: Judih.l'SA.doc 
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EXHIBIT "A** 

The following lands are located in Eddy County. New Mexico: 

1. Dow"B" 28 Federal No. 1. United States Oil and Gat Lease LC 029420-B. tiiiderlying the fbllowittg 
described lands; 

Township 17 South. Ranee 31 Eaa. N M P M. 

Section 28: S/2 

LIMITED IN DEPTH to depths below the base ofthe San Andres formation. 

2. Dalton Federal No. 1. United States Oil and Gas Lease NM 14840, underlying the (fallowing described 
lands-. 

Township 17 South. Range29 East. N.M.P.M, 

Section 29: SE/4 NE/4. NW/4 SE/4 

3. Doc Slavin Federal Lease. United States Oil and Gas Lease LC 02939S-B, located on the following 
described lands: 

Township, 17 SouttiJt,ange,31 East, N.M.P-M-

Section 29: S/2 

and wellbores for Doc Slavin Nos. 1 and 2 wells, and all right, title and interests io any other wellbores 
located oil said lands and in which Sellers possess sny legal aad equitable interest. 

•cp: .M»li,PSA.d« 
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