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PURCHASRE AND SALE AGREEMENT

THIS PURCHASE AND SALE AGREEMENT (“Agrecent™) is dared this /S day of Acgust, 2010,
by and between YESO ENERGY, INC. (“Yeso'), P. O. Bax 2248, Roswcll, Wew Mexico 88201, ead CHICA

ENERGY, LLC (“Chiza"}, 3003 McPberscn Road, Roswell, NcwMauw £8201 (collectively “Sellexx’), and JUDAK
OIL, LLC (“Judalr™) (Buyer'), P. O. Box 568, Artesia, New Mexico 83211-0568.

For and in consideration of Ten Dollars ($10.00) aad other good and vutuable considerstion, Buyer and Scilers
agree to the purchase sud salc of the Subject Property dexcribed below under the fallowing terma:

| WW&Wmmmﬁmwmwbnﬂm
Tho

convey sud Buyer agroes © puschase and uccept the Subject Property for the Purchaso Prico as defioed b
“Subjest Propenty” ehall fnclude the following;
)  Leasholds Al of Sellors® right, brke and intoress in all oif and gas lesscbold inarest, o, workiog

x&mn.opmun;n;h.recmdndzmmmwomumw {n of ugettd in coaneston with oil, gas or
mineral leasos, and interests i rights to axplore for and prodixe oil, gas or other misormls (“Lessex'), dessribed in
Exhibit “A”, which when dslivered and esigaed hercunder shall repreacat alf of Sellers right, tits and imwerest in the
mmcuuwmmmm

(LN X’.mxs Al!ude]na right, ttle xad i (n all pesmits and L of any natuss owned, beld ap
opersied in i hmmdmo(ommwommmummmm
mmuﬂamrnmmmmmr?mn

B G) deswmmmmmwpmondm mdlhma,cnmg.mrfme
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Ty Qmﬂdﬁmm Mmmrumsmwnw Buyer will undertake the following

(a) JMWMnmmmmwmwmmtu“A'mmym
bandmgzeqmmdfchWD\lclh

19} Yeso and/or Chics, with regulatory spproval, will ransfer operatarskip of all walls to Judah,
{© Thefoﬂcﬂncpmmmnwplywm:a)(o.l(Dmv“B")mdwwu:tﬂnmaa&ﬂy
penmitied as & salt water dispasal (*SWD™) well
() Sellers shall convoy all of their righy, title and interest in the Dow “B” 1o Judah,

\

Q) Sellers shall veceive the sum of $50,000.00 upon the isasrnce of & SWD permiz @ fudah,
Sellers will reserve a (cc of § .05 per barrel of water disposed into the SWD a5 reponied o

(6)]
the Oif Conservation Division,

[O)] Sellers will reserve an oveniding royalty of tco percent (10%) of the et (afier sate and
fedurnl taxes or fees) 1 ibutable to oll collacted by the SWD operations snd sold.

[&)] o the event Buyer, u:uduaaumelmwuumeDow"B"SWDwemsmmdw
epproved parmit therefor without any SWD faciliticy and/or disposal systems installed, Sdlmmummuqmm
of tweaty percent (20%) of tho net sales proceeds reccived by Buyer, .

% In the event Buyer constucts 8 full SWD system and operates tho SWD sysiem for o
sminimurn of ano and ope-balf (1 L/Z) calendsr yeors and subscquently sclls the system o a thind party nat sssociased

mﬁﬁhwumg&ﬁmﬁdlmwmpmm(zm)d&uh ads, less that p of the cosis of
pengitting, - mlsmwmmmuuwm
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¥ to tho date of xals. Exampile: J€Buyer sells tic Dow

begao i ducod water for purp

“B"fmiloowOnmywuﬁamjecumwmmmculmdmmng expenses of $50,000 for equipping the well, Selleo’
share of the procecds would be calculsted as follows: 20% (100,000) ~ (50,000/18 x 6).

(7) lfBuy:rnlbdlotnpommofdxeSWDBymnﬁcrl %4 years afier the well commences

l ¢ , Sellers will wo portion of the sales proceeds, but any trunsfer or sale of ail or & portion of

lheSWchUwmbecubjocibmcpabmldupun!fmmdmdmgwydtypmwdedﬁrm(l)mda)abow.

bt

(@ " Iludah wll bocome operatar of record of the Guif McKAy No. 1 well focated in the SE/4 SW/4 Secticn

34, Townabip IKMRWSZENNM}M Lea County,New Meuco. Buyuumtpmdmmypoﬂmof
the leasohold rights thercin.  Buyer disclas uﬂhbmryfocdwcondadoaot-mdlme.mcbdmgnywoedsung

enviromnacntal conditians.
(o) Indwevunludnh.hluwledmmmdec:dammhmywdllocmcdonuuom.:tmsw
, Sellers will support the application. Sellers will assigu any rights-of-way of which It Is the owser of record.
)] Ths following provisions will apply o Lease Na. 3 in the eveat 8 wellbore located thareon is
succeisfully parmitied as & SWD well:

(1) Scllers will obrain tha tanser of the operating righs and opemiorship of Leass No. 3
directly to Judah, '

[&)] Sellers will receive an amoaas of $50,000.00 for each wellbore permined as &« SWD well.
Said amount will be payable upon fiaal approval of the perou y o op a8 3 SWD well,

(3) Seliers will reserve a foc of $ .05 per barrel of water disposed into the SWD as reported o
the Stats of New Mexico,

(4 Scllers will reserve an overnding royalty of sea percens (10%) of tis net (afier stato and
fodcmlm:gorfeu)mmmmibutabbwoﬂ collected by the SWD operations qad xold.

[&)] 1o the evenr Buyer, in its discretion, elects to sell any SWD welibore end permlts for same
without any faellities and/or disposa) systems Lnsmiled, Sellers will receive £50,000.00 for exch wallbers asxigned to any
third party not a party to this agzeement.

(O] fn the event Buyer elscts & construct 2 full SWD system and operats the SWD system for 8
minimum of 6uo and cue-balf (1 145) calendar years and subsequeatly sel) this system (o a third party not sssosisted with
this agrezment, Sellery will ot ceceivo any compensation selative  tho sell price, but any transfor or assigaunent will be
roads subject 10 Soliars’ disposal foo and overriding royalty resrved in (3) and (4) above,

3. Due Diligence [samections sod Cloging.

() Until the Closing Dats, Buyer shall have the right to conduct dus diligencs inspoctions of the Subject
Property, iscluding reviews sad inspections of the physical conditions of the Subject Property, Buyer and (he employees
and agoows of Buyer ehall mﬂzSubjecthpmynBuyu'u mhmkaoatudexpmu sensonnble times, and
shall have the right to condx & tets, 0, cavironmental sudits and any other investigation

dlhnsum?mpawmwimmummswmmduponammnmlmm&umuwmenmmdpmofm
actions,

riap

(1] Bellors shall provide W Buyer tho following tite information to the extent that it is in the
passession of Sellem:

[¢)) | Al Gtle opiniony, abstrcts of title or title status reports in the possexsion of ar beld for or
on behalf of Sellers, Sellers hove no obligation to updats or supplcmcn: any abatract or title opinionx for
the Leases or any past thersof,
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(2) All reatn! and royalty p inthe p ion of Scli

3) All tax paywment sccords io the possession of Sellm

(<) The conveyance of the Subject Property to Buyer shall bs cffcctive August 11, 2010 at 7:00 em. W‘A
(“Effective Date’),  Closing shall occur on or before August 31, 2010 (the *Closlng Daie™) uoless postponed-by ~
agreemet of the pasties,  Unless otherwise agreed, the Closing sball be beld at Qurrier Abstract Cowpany (“Agens”),
Artesin, New Mexico, Al the Closing, the following shall ocous:

0] Sellers shall execute, acknowledge aad deliver an Asxignment, Coaveyasce and Bill of Sale,
(2) Any ad valorem, property ducti and similar taxes and assessments, if any,

based on or d by the hig o(pfopenyarmupmducnonofoﬂorwwuwwxptofprocmds
thercfron ca the Sebject Property shall bo prorated between Scllers and Buyer as of the Effective Date.

Beproscntations, Warregies ond Covenaats of Sellers. Ssllers represont aod warrant to Buyer rs of
the date hcxeot' and will represent and warrant a the Closing and, ax appheable, covenars with Buyer, as follows:

(3) Toxes and Royslies. All due and paysble ad valorem, property, production, severance ad similar
s and assessmenty based on or messured by the ownership of propaty or the production of of} and/or gas of the
receipt of proceeds therefrom on the Subject Propesty, which became due peior 1o the Effective Date, have been propexly
paid Al leaschold royaltiok, Wasc ventaly, shut-ln reatals and all other amounts based on ar measured by the ownerbip
of propenty or produrtion of oil, gas or associnted liquid bydrocarbons have been properly paid except (howmuuzsdw

. onproduction oot soid as of the Effectve Datz.
) Titls. Scllers shall take or cause 10 be taken all actions necessary to deliver the Subjest Propernty fiee
exd clear of all liens, mosgnges and security intrests.
5. Represenmtions and Wamanties of Buver. Buyax represents aod wamsats o Scllerx as of the date
hereof and will represent aod warragt af the Effsctve Dace, &3 Hllowa:

() Cargoraie Aythority. Buyer is duly organrzed and in good standing under the laws of the Statc of
Texas, is duly qualified 1o caity on its businesx in the State of New Mexico, and has all the requisite powes and guthority
to eater into and prrform thiz Agresment snd cany oul the (ransactons conterplared under this Agrecmen,

®) MBuwrmmmwndsmqwulbymeBumuofundMnugmormew
ConservadonDMnona{m:Suwo{Ncw dexico to opernta the Sabject Py Y

1.1

(c) wnw«mmumwumm & y ot advi ©
the lated by this Ags mdbumhzasohho?mdmsccwnwmw:be

uader sny mtmal coxpany, lcgal, govenmental or cootrsctual restriction that woold prohibit or deloy the Graely
of quch

6. Filce snd Regords. Sellers will makes availabls 1o Buyer all title memarsads asd otber infonmation
available ia Scllcrs’ filcs relatiag to the Subgeet Pasty (colleclvely “Daa).

7. Cosw ond Reveoues Beforo ad Afler Closiag.  Sellers shall be respamsiblo fox the paymeat of sl
emmdsmmmdmﬁccpmﬂonof&:swjeampmypduw duEﬁ'u:aveDue.S\meﬂwmha

provisionx beveof, Buyer shall be respousible for all cost, liabilitiss sod exp and
omdmsa;apmmmwmaﬂmwommwmmmotmw
produced from the Subject Property prior to the Effective Dats, if any, shall be the propaty of Scllers. The pracoeds
hmwmamwmummnmmmummunmmm-wlbe
made © the Puschase Price  account &r such cosis and revenues in the Preliminary Scttlement Closiog Sistoment and

the Fins) Scttlement Sttemenr,
L Miscellagedus.
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(a) Fugher Assyrances, Seﬂmngmwcxepucmydoammnwhiahthcyhved:mtboﬁtywm‘
whethier befove or after the Closing, o aid Buyer in cloaning or perfecting ntle and owoessisp to the Subject Property, and
1o tacilicae the receipt of the proceads of the sale of the production therefinm and attributahle: thereto. Buyer shall ok
amy requen for ion of such d in writlng ond shall provide Sollers wath a copy of e document and an
appropriate explanastion of its significance and purposo, )

™) Nosecr, All commuaications required or permitted under this Agrcoment shall be in writing and aball
be deemed made wheg acually received, or if railed by registered or cervified tail or Foderal Expreas, posaga or feos
prepaid, addressed xs sof forth below, shall be deemed mads thive (3) days afior such ‘mailing, Eitber party may, by
Wrideu notice W te other, chanpe the eddress for maing such nobces, Faxes may be sent for coavenieace but roust be
followed up with mailing on sny importens potice issues.

Notices o Scilay: YESO ENERGY, INC.

'P. O. Box 2248
Roswell, New Mexico 88201

CHICA ENERGY, LLC
3003 McPharson Road
Roswell, New Mexica 88201

Noticss to Buyer: IUDAH OIL, LLC
P.O. Box 568
Astesia, New Mexico §8211-056

’ () Counterpants. This Ag may be ted in any oumber of parts, which wken together
shall canstitute ons instamem and coch of which shall be considered an original. The parties agreo that facsimils or
tlectronic execution of this Agroemens (but not of the assignment d ats) sball be {dered 0s ongmally executed
docurmenrs.

(d) Law Applicable. This Agreement sball be governed by and construed in scoordasce with the laws of
the Stase of New Mexico. Tho prevailing party in sy dispute hereunder shatl be entitled to recover its atioreys' fees nad
cos.

Sellers:

ncp: hadat PSA.dox
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AT

The following, lands are located iy Eddy County, New Mexico

1 Dow "B 28 Federa] No, |. United Statex Oy and Gas Lease LC 029420-B, underlyng the followwg
described lands: ’

Townshi 1 ) Eus P
Scction 28; §/2

LIMITED IN DEPTH to depths below the base of the San Andres tormation.

3 Dalton Federnl No, 1. Umited States O and Gas Lease NM 14840, underlying the following doscribed
lands: - ,
siup 17 South, Ra 9 N.M.P.M.
Scction 29: SE/4 NE/4, NW/4,SE/4
3 vi sg. iJ;dted States Okl and Gas Lease LC 029395-B, located on the following

described lands:

Townntyp 17 Soytly, Range 31 Easy, N.M.P.M,
Section 29: §/2

and wellbores for Doc Slavin Nos 1 and 2 wells, and all nglt, title and interests 1 any other wellbores
located on said lands and in which Scllers possess any legal and equitable interest.

scp' Judaly,PSA.doe
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