Levi Oil and Gas, LLC

September 10, 2010

Eddy County Clerk Office

Eddy County Administration Complex
325 S. Main St.

Carlsbad, NM 88220

Re: Conveyance of Oil and Gas Leases

Dear Sir or Ma’am:

Please find enclosed the executed Conveyance of Oil and Gas Leases, dates September 10, 2010, but
effective August 25, 2010, from Yeso Energy, Inc. — H.E. Gene Lee, President to Levi Oil and Gas, LLC -
James B. Campanella - Member/Manager.

Also, please find the enclosed Exhibit “A”:

1. Dow “B” 28 Federal No. 1. United States Oil and Gas Lease LC 029420-8, underlying the following
described lands:  Township 17 South, Range 31 East, N.M.P.M.
Section 28: S/2
LIMITED iN DEPTH to depths below the base of the San Andres formation.

2. Dalton Federal No. 1. United States Oil and Gas Lease NM 14840, underlying the following

described lands:  Township 17 South, Range 29 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 029395-B, located on the following
described lands:  Township 17 South, Range 31 East, N.M.P.M.
Section 29: S/2

and wellbores for Doc Stavin Nos. 1 and 2 weils, and all right, title and interests in any other
wellbores located on said lands in which Sellers possess any legal and equitable interest.

| have enclosed our firm’s check for $30.00 for the filing fees. Please let me know if you need anything
further. Thank you.

Sincerely,
Levi Oil and Gas, LLC
James B. Campanella
18C:dk
Encl/as stated ,
P.0.Box 568 Artesia, New Mexico 88211-0568
(575) 746-1280 4 BEFORE THE OIL CONSERVATION COMMISSION “ Fax (575) 746-1290

. Santa Fe, New Mexico .

Case No’s 14547 & 14472 Exhibit No 8 » J000041
Subnutted by |

JUDAHOIL LLC
Hearmng Date  November 4, 2010
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CONVEYANCE OF OIL AND GAS LEASES

THIS CONVEYANCE, between YESO ENERGY, INC, hereinaftér referred to as
“Assignor," whether one or more, and LEVI OIL AND GAS, LLC, a New Mexico limited liability
company, 611 West Mahone, Suite D, Artesia, NM 88210, hereinafter referred to as

"Assignee,"

WITNESSETH:

1. Assignor, for valuable consideration paid to Assignor by Assignee, the receipt
and sufficiency of which are hereby acknowledged, does hereby grant, bargain, sell, convey
and assign, set over and deliver unto Assignee, and Assignee's successors and assigns, the

following:

a) The interests in the oil and gas leases and operating rights which are specifically
described in Exhibit "A" attached hereto and made a part hereof; subject, however, to the
restrictions, exceptions, reservations, conditions, limitations, existing royalties, overriding
royalties, production payment interests, burdens on production and other matters, if any,
heretofore created and validly shown of record;

b) All of Assignor's right, title and interest in, to and under, or derived from:

i) . Al of the presently existing and valid unitization agreements and unit
operating agreements and the properties and interests credited thereby;

ii) All of the presently existing and valid oil; casinghead gas and gas sales
purchase agreements,; and C ’

iiiy All other contracts, agreements and instruments,

which relate to any of the properties and interests specifically described in Exhibit "A" (or
properties unitized therewith), or to the production of oil, gas and other hydrocarbon substances
from or attributable to said interests;

c) Without limiting the foregoing, all of Assignor's right, title and interest (whether
now owned or hereafter acquired by operation of law or otherwise) in and to the lands
specifically described in Exhibit "A," and in, to and under or derived from all interests in oil and
gas leases, operating rights and other interests of whatsoever character, insofar as the same
cover or relate to said lands, even though Assignor's interest in any specific portion of said
lands, and said interests in oil and gas leases, operating rights and other interests which are
specifically described in Exhibit "A," be incorrectly described or referred to in Exhibit "A."

d) All personal property, improvements, easements, permits, licenses, servitudes
and rights-of-way situated upon or used or useful or held for future use in connection with the
exploration, development or operation of the interests described in Exhibit "A" or the production,
treating, storing or transportation of oil, gas and other hydrocarbon substances, including, but
not by way of limitation, wells, casing, tubing, pumps, flow lines, gas lines, water lines, salt
water disposal facilities, tanks, separators, buildings, machinery, equipment, roads and other
appurtenances situated on the interests described in Exhibit "A" or lands unitized therewith or
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which are used in connection with hydrocarbon operations on the interests described in 1 a), b)
and c) above, or lands unitized therewith.

2. THE |INTERESTS ARE CONVEYED AND ASSIGNED WITHOUT
REPRESENTATION, COVENANT OR WARRANTY OF ANY KIND OR NATURE, EXPRESS,
IMPLIED OR STATUTORY, AND THAT ALL INTERESTS, PERSONAL PROPERTY AND
EQUIPMENT CONVEYED HEREBY ARE SOLD AND ASSIGNED AND ACCEPTED BY
ASSIGNEE, IN THEIR "WHERE IS, AS IS" CONDITION WITHOUT ANY WARRANTIES
WHATSOEVER, EXPRESS, IMPLIED OR STATUTORY, OF MARKETABILITY, QUALITY,
CONDITION, MERCHANTABILITY AND/OR FITNESS FOR A PARTICULAR PURPOSE OR
USE, ALL OF WHICH ARE EXPRESSLY DISCLAIMED. IN ADDITION, ASSIGNOR MAKES
NO REPRESENTATION, COVENANT OR WARRANTY, EXPRESS, IMPLIED OR
STATUTORY, CONCERNING THE QUALITY OR QUANTITY OF HYDROCARBON
RESERVES ATTRIBUTABLE TO THE INTERESTS, OR THE ABILITY OF THE INTERESTS
TO PRODUCE HYDROCARBONS OR THE PRICES WHICH ASSIGNEE IS OR WILL BE
ENTITLED TO RECEIVE FOR ANY SUCH HYDROCARBONS.

3. Assignor shall execute and deliver all such other instruments, notices, division or
transfer orders, releases, acquittances and documents, and will do all such other acts and
things as may be necessary to more fully assure Assignee, its successors and assigns, all of
the respective rights, titles, interests, estates, remedies, powers and privileges herein and
hereby granted, bargained, sold, conveyed, assigned and delivered or intended so to be.

4. Assignee shall observe and comply with all covenants, terms and provisions,
express or implied, contained in the agreements, leases, easements and all other contracts
" pertaining to Assignor's interest in the Assets which appear of record in the records of Eddy
County as of the Effective Date of closing of this purchase and sale, or are found in the files of
Assignor, or have otherwise been provided to Assignee.

5. Assignor makes no warranties of title, either express or implied, but this
conveyance is made with full substitution and subrogation of the Assignee in and to all
covenants and warranties heretofore given or made by others in respect to the interests
conveyed herein or any part thereof.

6. All of the covenants and agreements of Assignor shall be deemed to be
covenants running with the land and shall inure to the benefit of and be binding upon the
respective heirs, successors and assigns of Assignor and Assignee.

7. This conveyance is subject to that certain Purchase and Sale Agreement, dated
August 25, 2010, between Yeso Energy, inc. and Chica Energy, LLC and Judah Oil, LLC.

IN WITNESS WHEREOF, Assignor has caused this conveyance to be duly executed on
this day of September, 2010, but effective August 25, 2010.

(Signatures on following page)

Scp/Corp/Prairie/Yeso/Conveyance of Oil & Gas to Levi 0&G LLC
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"Assignor"

"Assignee"
LEVI ND GAS: /@2
By: c—-’«-/
Its: /H%ﬂf/ e

STATE OF NEW MEXICO )
. 8S.
COUNTY OF EDDY )

This instrument was acknowledged Eefor;_r’ne on fwnbc/ /O , 2010, by

_ML____, [e=s &so Energy, In
My commissioryexpires: [M’e«/ﬂ* £
(o i

"Qf// f22 Notary Public
" OFFICIAL SEAL 2
CAROLINE ASHER
STATE OF NEW MEXICO ) OTARY PUBLIC
1 8S. STATE ()FENI!:?:I/ 0
COUNTY OF EDDY ) MyComumssmn Xp =

This instrument was acknowledged before me on é&ﬂf@rﬁﬁe/ 7 , 2010__, by

Tomer B lompanells | Hember/ortangger of Levi Oil and Gas, LLC, a New

Mexico limited'liability company. .
My commigsion gf&,‘x 4’6/’

xpires:
/3 '73////% Notary Public
OFFICIAL SEAL
CAROLINE ASHER
NOTARY PUBLIC

CcO

STATE OF NEW ME.
My Commisston Expires 0

I = 2L U
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EXHIBIT "A"

Attached to that certain Conveyance of Oil and Gas Leases dated
, 2010 but effective August 25, 2010 between Yeso Energy,

Inc. and Levis QOil and Gas, LLC.

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

1. Dow “B" 28 Federal No. 1. United States Oil and Gas Lease LC 029420-B,
underlying the following described lands:

Township 17 South, Range 31 East, N.M.P.M.

Serction 28 S/2
LIMITED IN DEPTH to depths below the base of the San Andres formation.

2. Dalton Federal No. 1. United States Qil and Gas Lease NM 14840, underlying the
following described lands:

Township 17 South, Range 29 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 029395-B, located
on the following described lands:

Township 17 South, Range 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
in any other wellbores located on said !ands in which Sellers possess any legal
and equitable interest.

RECEPTION NO: 100
NEW MEXICO, COUNT
RECORDED 09/14/2Q
BQOK (826 PAGE 03
DARLENE RQSFPRIM,

86 STATE OF
OF EDDY

2
g Z:38 PM
DSZTY C ERK
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PURCHASE AND SALE AGREEMENT

THIS PURCHASE AND SALE AGREEMENT (“Agrvement”) s dated this _ {5~ day of Angust, 2010,
by and between YESO ENERGY, INC. (“Veso™, P. O. Bax 2248, Roswell, New Mexico 88201, end CHICA
ENERGY, LLC (“Chica"), 3003 McPherson Road, Roswell, New Mexico 88201 (collectively “Sellary’), and JUDAH
OIL, LLC (“Judalf”) (Buyer), P O. Rox S68, Artesia, New Mexico 88211-0568.

For aod in cansiderstion of Ten Dollars ($10.00) 30d other good and vahisble considershan, Buyer and Sellers
agree to the purchase and sale of the Subject Property described below under the following terms:

1. Propexty Baing Sold. Subject t the terms and conditions of this Agreement, Sedlers agree 1o sell and
convey and Buyer agrees o purchase and aceept the Subject Propesty for the Purchase Price as defined hexcinafler, The
“Subject Property” shall tnclude the fallowing:

(s) Lsgscholds. Al of Sellers’ right, utle and intorest in all oil and gas leasehold interest, ail, working
interesw, operating rights, recard ttle intevests and all odwr inteyests under, {n or usefid in cownection with oil, gas or
mineral leases, and interests in rights to explore for and produce oil, gas or other minerals (“Leasss"), described in
Extubit “A", which when delivered and amigned heareunder ahall represent all of Sellers® right, thle and intevest in the
Lenses, except ay (o any interests otherwise reserved barom.

(b} Poamits. AR of Sellers’ right, ttie and in all permits and L of mny narure owned, beld ar
p d in with of iovs for the exploretion and production of oil, gus or other mneralx to the extent the
same ars used or obtained in connection with the Lesges (‘Permits™).

() Equipment. All of ellers’ right, title and interest in all persanal propexty, well bores, casing, surface

equipment and down-hole equipment used or obtained {n conmection with the Leases and Wells.

2 Considerntion. As considertion for the Subjuct Property, Buyer will undertake the following:

(a) Judah will obtain necessixy bouding for the wells described in Exhibit “A." inchuding any additlonal
bending required for SWD wells.

(b) Yeso and/or Chica, with regulatory approval, will transfer operatorahip of all walls to Judah,

(©) The (ollowing provisions will apply to Lease No. 1 ( Dow “B") in the event it is successfully
penmitted as a salt water disposal (“SWD”) well,

W Sellers shall convay all of their righs, title and lorerest in the Dow “B’ 1o Judah
(2) Sellers shall receive the sum of $50,000.00 upon the issusnce of a SWD permit to Judah,

3) Scllers will reserve a (ee of § .05 per banel of water disposed into the SWD as reported to
the Oil Conservation Division.

) Sellers will rescrve an ovemnding royalty of ten percent (10%) of the nzt (afier state snd
federal taxes or fees) revenue attributable to ofl collected by the SWD operations and sold.

(5) To the eveat Buyer, ut ity discreuon, electa to sell the Dow “B” SWD wellbore and any
fpproved permit therefor without any SWD faciities and/or disposal systems instatled, Setfers will recaive the equivalent
of twenty percens (20%4) of the net sales proceeds received by Buyer.

©) In the cvont Buyer constracts 8 full SWD system and operates the SWD sysem for a
minimum of one and one-half (1 1/2) calmdar years mid subsequearly sclls the system o o third pasty not associazed
with this agreement, Sellers shall receive twanty percent (20%) of the sale proceeds, less that portion of the cosis of
penmittig, construction and conversion prorated over 18 oqual moathly installments fom the daw the disposal well

sp; hadah,PIAdoe
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began accopting produced water for cc ial puIp o the dae of sale, Exarnple: JCBuyer sclls tic Dow

“B" for $ 100,000 onc year ather mjecum commcncal and incurring expenses of $50,000 for equippmg the well, Sellers’
share of ths proceeds would be caleulated av foll 0% (100,000) ~ (50,000/18 X 6).

(Y] 1€ Buyer solls all or & porticn of the SWD system after 1 %4 years after the well commences
commercial operations, Seflers will receive no partion of the sales proceeds, but any transfer or sale of all or a portion of
the SWD well will be subject 1o the per bamrel disposal feo and overnding royalty provided for i (2) and (3) abave,

[C)] Iudsh wll become operatar of record of the Gulf McKay No. 1 well located in the SE/4 SW/4 Sectlon
34, Townahip 18 South, Range 32 East, NM PM, Lea County, New Mexico. Buyer is oot purchasing any portion of
the leaxchold rights thercin. Buyer disclaims all Liability for the condition of eaid lease, mcluding any preexisting

enviromnental condstions,

(o) Inn the svent Judah, in its sole discretion, decides to permit any well locawd on Lease No. 3 for SWD
pucposcs, Setlers will support the application. Sellers will assigu any rights-of-way of which it s the owner of record.

0] The following provisions will apply to Leese Na. 3 in the event a wellbare located thergon is
successfully parmitted as a SWD well:

[4)) Sellers will ocbmin the transfer of the opermting right and operatorship of Lease No. 3
darectly to Judah,

@) Sellers will receive an mmouas of $50,000.00 for each wellbore permitted as a8 SWD well..
Said amount will be payable upon final approval of the pernuts necessary (o operate as a SWD well,

(3) Sellers will reserve a foc of $ .05 per barrel of water disposed into the SWD as reporied to
the State of New Mexico.

(4) Sellars will reserve an overriding royalty of ten percent (10%) of we net (after state and
federal taxes or fees) revenue attributable to oil collected by the SWD operations aud sold.

* In the evenr Buyer, in its discretion, elects o sell any SWD wellbore and permits for same
without arry facilities and/or disposal systerns installed, Sellers will receive $30,000,00 for each wa:llbora assigned to any
third party not a party to this agreement.

6) In the event Buyer elocts to construct a full SWD system and openate the SWD system for &
minimum of 6no and oue-half (1 4) calendar years and subsequently sel] this sysiem io a third party not associated with
this agreement, Sellers will no} receive any compensation relntive to the scll price, but any transfer or assigmment will be
roade subject 10 Sellers’ disposal fse snd overriding royalty reserved in (3) and (4) above.

3, Due Diligence Iospections and Closing.

(a) Until the Closing Dats, Buyer shall have tha right to conduct due diligencs inspections of the Subject
Property, includi and inspections of the physical condifons of the Subject Property. Buyer and the employees
and agenis of Buyer shall sccess the Subject Pruperty at Buyzr‘; wols rixk, cost and expense at rensonable times, and
shall have the right to conduct production tests, squip , snvironmental audits and any other mvestgation
of the Subject Property on pnor notice w Sellers and upoa nmtcmunl with Sellers ay to the time and place of such
actions,

(b) Sellers shall provide to Buyer the following utle informetion w the extent that it is in the
possession of Sellers:

) All title opinions, abstracts of titls or title status reports in the poxsessing of or held for or
on behalf of Sellers, Sellers bave no obligation to update or supplement any abstract or title opinions for
the Leases or any part thereof,

scp: Judah,PSA.doc 2

s

J000025



AUG-26~2010 WED Ob:5f P LUSEL, CAKSUN, HARS . & FRE NU. _15U5 1465310 reow

) All rentnl and royalty pay records in the po: ion of Seller.
3) All tax payment records in the possession of Sellers,

{c) The conveyance of the Subject Pmpeny to Buyer shall ba cffccnve August 11, 2010 at 700 am.
(“Effective Date”). Closing shall occur on or before August 31, 2010 (the “Closlog Date”) unless posgponed by
agreemeat of the parties, Unless atherwise agreed, the Closing shall be beld at Currier Abstract Company ("Agent’),
Artesia, New Mexico. At the Closing, the following shall ocour:

(1) Sellers shall execuie, acknowledie and deliver an Asagnmeot, Conveyance and Bill of Sale.
(2) ’ Any ad valorem, property, production, severmnce and similar taxes and assassments, if any,

based on or d by the hip of propeny or the production of oil or gas or the recaipt of proceeds
thexefrom on the Sabject Property shall bo prorated between Sellers and Buyer as of the Effective Date.

4, Reprosentations, Warninsies and Covenapty of Sellers. Sellers represent and warrant to Boyer az of
the date bereof and will represeat and warrant at the Closing and, as applicabls, covenants with Buyer, as follows:

(a) Taxes and Rowaltics. All due and paysble ad valorem, propcrty, production, severance and similar
mxex and assessmendy based on or ed by the o hip of property ar the production of oll and/or gas or the
receipt of proceeds therefrom on the Subject Property, wluch became due prioe 1o the Effective Date, have been properly
poid. All leasehold royaltiox, Wnse rentals, shut-in reatals and sl other amounss based on or d by the o hi
of property or production of odl, gas or associnted liquid hydsocarbons have beem properly paid except those amnounts due
on production not soid as of the Effective Date.

) Titlc. Sellera shatl eake ar cause 1o be taken all actions nccessary to deliver the Subject Propesty free
and clear of all liens, mortgages sud security ntrrests,

5. Represenmtions and Warranties of Buver Buycr represents and wamants to Sellers as of the date
hereof and will represent and wamagt at the Effecuve Date, as bllows:

(&) Comporate Authority. Buyer is duly organized and 1w good standing under the laws of the Statc of
Texas, is duly qualified 10 camry on its busmesx in the State of New Mexico, and has all the requisite power and authority
10 enter in1o and perform iy Agreement and carry out the transachons cootemplnced under this Agreoment.

) Bondige. Buyer posscssex all boods required by the Buresu of Land Management or the Oil
Consesvatlon Division of the State of New Mexico to operate the Subject Property.

(¢) Qb_ugaggg_gg_g]_sg Buyer shall take or cause to be taken all actions necessary or advisable ®

the lated by this Agr t and to assure that as of the Purchase Closing it wall not be

under any matmal company, lcgul, govenunenml or conmmal restriction that would prohibit or deloy the timely
col ion of such u tions

6. Files gnd Recards. Sellers wall make available 1o Buyer all ttle memorande and olher infonnation

avallable wn Sellers' files relating to the Subject Pasty (vollecdvely ‘“Daw”).

7. Cous_snd Revenues Beforo nnd After Clonigg.  Sellers shall be responsibie foc the poyment of all
costs and expenses incurred in the operation of the Subject Property prior to the Effective Daie. Subjest to the other
provisions hereof, Buyer shall be responsible for all costs, libilitios and cxpenses incurred in the owncrship and
operatian of the Subject Property from and aficr the Effective Date. The proceeds from the sale of hydrocarboas
produced from the Subject Property priar 1o the Effective Date, if any, shall be the property of Sellers, The proceeds
from the sale of hydrocorboms produced afier the Effective Date shall be the property of Buyer. Adjusoments sball be
made to the Purchase Price to account for such costs and revenues in the Preliminary Suttlernent Closing Statement and

the Final Settlement Statement.
8 i neous,
scp: Judah,PSA.doe 3
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(a) Further Assuramces. Sellers agree 0 execute any documents which they bave the suthonity (0 execute,
whether before or after the Closing, to aid Buyer in cleanng or perfecting title and owneasdap to the Subject Property, and
10 facilitate the receipt of the proceeds of the sale of the production therefram and attributabie thereto. Buyer sball make
any request 1or execution of such document n wniting and shall provide Sellers wath a copy of the docmment and an
appropriate expianation of its ugnificance and purpose,

L) Notices. All comammications requued or permitied yadgr this Agreement shall be in writing and shall
be deemed made when actually received, or if mmled by registered or cernfied ooail ar Federal Express, posiags or fecs
prepmd, addressed as st forth below, shall be deemed made three (3) days aftor such mailing. Eiber party may, by
writen nokice 10 the other, changs the address for maling such notices, Faxes may be sent for coavenience but must be
followed up with mailing on amy imporaat Botice isxues.

WNotices (o Scllerx: YESO ENERGY, INC.
P. O. Box 2248
Raoswell, New Mexico 88201

CHICA ENERGY, LLC
3003 Mcl’harsons Road
Roswell, New Mexco 88201

Nolices t9 Buyer; JUDAHOL, LLC
?.0. Box 568
Artesia, New Mexico §8211-056

© Counterpans. This Ag may be ted 1n any ber of parts, which taken together
shall constitute one matrument and ench of which shail be conmdered an orignal The pnmas agreo that focsimile or
¢lectronic execution of this Agroerent (but not of the assignment documents) shall be cousidered os ariginally
documents.

() Law Applicablg  This Agreement shall be governed by md construed in sccordance Wwith the Lyws of
the State of New Mexico. Ths prevailing party in any dispute hereunder shall be entitled (o recover its attorneys' fees and
COsts.

Selless:

YESO ENERGY, INC.

JUDAHOIL, LLC

.///7 /_\) /-‘. ”\’\
B N ,‘/ ,/{i . __;-‘~~ "t
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are

The following lands are located 3n Eddy County, New Mexige

1. Dow “B" 28 Federal No, 1. United States Ol and Gas Lease LC 029420-B, uaderlying the following
described lands:

Touwnship 17 South, Renge 31 East, NM P M,
Scction 28: §/2
LIMITED IN DEPTH to depths below the bavwe of the San Andres formanon.

Daltog Federpl No. 1. United States O and Gas Lease NM 14840, uaderlying the following doscribed
lands;

Tawnship 17 Jouth, Range 29 Epat, NM.P.M,

Section 29: SE/M4 NE/4, NW/4 SE/4

[

sq. United States Qil and Gas Lease LC 029395-B, located on the following

> described lands:
Townshyp 17 Sautl P,
Section 29: 872
and wellbores for Doc Sfavin Nos. 1 and 2 weils, and all nght, title and interests in any other wellbores
located on said lands and in which Scllers possess any legal and equitable interest.
A
wcp: Judah,PSA.doe 5
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