
PURCHASE ANO SALE AGREEMENT 

THIS PURCHASE ANO SALE AGREEMENT CAsnxmeaT) la dared this ^ - T * " day of August. 2010. 
by and between YESO ENERGY. INC. ("Yeso"), P. 0. Bex 2248, RoswelL NewMexico 88201, aodCHICA-
ENERGY, LLC ("Chica"}, 3003 McPbcrsoa flnxd,' Roswell New Mexico 118201 (eoUoc^vety -^ctlisVXaBTuTlAH 
OIL, LLC ("Judali") (Buyer"), P. O. Box 568, Artesi*, Nov Mexico 88211-056S. 

For aad ia consideration of Tea Dollars ($30.00) aad other good and valuable cousidaattan. Buyer and Sellers 
i jrw to tbe purchase aod sole of tho Subject Property detenbod below under the following terms: 

I . Property Being Sold. Subject to the terms and corvlilinrt> of this Acreemem, Sellers agree to sell aad 
convey aod Buyer agrees m rwrmhaio sad accept che Subjn* Property tot rhc PurchM» Price as defiaed hoeiariter. Tho 
"Subject Property" shall include tbe tnilowinrr: 

(a) Leaseholds. All of Sellers' right, tula sad interest ia i l l oil aad gu leasehold fetorest, od, waridcg 
iaoeresrs, cttKrccdng rights, record title interests aad all other interests under, in or useful ia "tirntHTtl with oil, gai or 
mineral leases, aod interests to rights to explore (or aod produce oil, gaa or other minerals ("Leasex'7, described in 
Exb&if "A", whioh whea delivered aad assigned hereunder aball represent cll of Sellers' right, title aad interest ia the 
Leases, except aa lo aay interests otherwise reservol herein. 

(a) EsnsiSt All af Scuds' right, d.*lc xad interest ia all permira and Ucomex orany nature owned, held or 
operated ta cennecaoa with opcrationa for the cxplomkM etxl production of oil, cas or ether mineraiji to tbe cxieat the 
wnc etrc used or obtained ta cormrrrrfrrt with the Lessca CTerraitQ 

- - (c) F-tprlpraerit. All of Sellers' right, otic and interest ia aU personal property, well bona, easing, surface 
equipmenianddowr^inleco^ ~ . 

2. ComidrOTtion. As caraUdernnoa for the Subject Property, Buyer will undertake tbe tbHowtajs 

(a) ' ~ "Judahwill obtain necessary hnrorina; fbr tbe weUs deacribed in Exhibit "A," iochidinc aay **M*n**i 
baoduu; required for SWD uells. 

Cb) Yeso and/or Chics, with re fjalnlorysypTovai,̂ w^ 

(c) The following provisions will apply to Leas) No. 1 ( Dow "B") in the event & is successfully 
peran'ited as a sail water disposal ("SWD") well: 

<(i)N, Sellers shall convoy »U of tbelrriclu, title and interest ia Ihe Dow'3" to Judah, 

(2) Sellers ahslt rcceivojhe 5Um of S50j^.00 upon tho issiirmrr of a SWD permit to Judah. 

(J) SdteyarUl reserve a tee of S .05 per barrel of water disposed into the SWD as reported to 
tbe Oil Conservation Divisioa '^^^i^jwap.-^i^^Msa 

(4) Sellers will reserve an overriding royally sf tea percent (10%) of the set (after esse and 
federal taxes or fees) revenue attributable to oH coUectcdby tbeSWDccOTUouisodsold. 

(5) la the event Bayer, st its discretion, elects to sell the Dow "B" SWD weilbara and ony 
Approved pct&tit therefor without any SWD facilities and/or disposal systems irnttnucd, Sellers will nxafvo toe errurvalent 
of twenty percent (20%) of the net ra!es proceeds received by Buyer. 

(6) Ia UM event Buyer eonsnoets a lull SWD «y*tcm snd operates the SWD system for a 
minfmrim of one and one-half (1 L/2) ^ i ™ * ^ years and subsoaaeotty sells the sysTcm CO a third party not associated 
with this ageirrtr-nf, Sellers shall receive twenty percent (2014) of the sale rrroceodc, less that portion of the costs of 
pCrrrô tioK, coostructirja asd ccstversioa prorated over 18 equal rnoathry '•"**"•"*•"« from the dato the tt iTf—well 

s^Jtstsft/SAdt* y—\ . 
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bcgao fcccaptinff produced water for commercial injection pujpo«c* Cn cba duo of sale. Example: Jf&uyer sells Luc Dow 
**B" for $ 100,000 one year otbrr injection commencod and iriairriag expenses of $50,000 isr equipping ths well Seuen' 
than ofuVSfUT)cecds would he caiculated as followj; 30% (100,000)-(50,000/18 x6). 

(7) I f Buyer sells all or a portion ofthe SWD system oner 1 V4 years after tbe well commences 
commercial operations, Sellers will receive no portion ofthe sales proceeds, but any transfer or sale of sll or a porttoo of 
the SWD weU will be subject lo the per barrel disposal fen and overriding royalry provided far in (2) and (3) above. 

(d) . Judah will become operator of record of the Gulf McKay No. 1 weU located in the SE/4 SW/4 Section 
34, Townsbip 18 South, Range 32 East, N.M.PM. Les County. New Mexico. Buyer is not puTdiaxsng any portion of 
the leasehold rizhts therein. Buyer disclaims all liability for the condition of aaid lease, mclitdinc any preexiscbf 
environmental coudiDon*. 

(e) In the event Judah, In la sole discretion, decides to permit any well located on Lease No, 3 lor SWD 
purposes, Sellers will support the application Sellers will sssigu any rights-of-way of which it la the owner of record. 

(0 The foUowing provisions will apply to Lease Na 3 in the event a wellbore located thereon is 
successfully purroitted as a SWD well: 

(1) Sellers will obtain tho transfer of the operating rights end csxratorship of Lease No. 3 
directly to Judah. 

(2) Sellers will receive an amount of S50.000.00 for each wellbore perrm'ned as a SWD well 
Said amount will be payable upon final approval of the permits necessary to operate as a SWD well 

(3) Sellers will reserve i foe of S .05 per barrel of water disposed into the SWD as reported to 
tbe State ofNew Mexico. 

(4) Sellers wiU reserve an overriding royalry of ten percent (10%) of the aet (after state snd 
federal taxes or tees) revenue attributable to oa collected by Ihe SWD operations and sold 

(5) to the event Buyer, ia its discretion, electa Co sell any SWD wellbore snd permits for same 
without any acuities and/or disposal systems installed. Sellers wffl receive $30,000,00 for eaeh wellborn assigned tn any 
third party not a party to this agreement 

(i) In the event Buyer elects to construct a mil SWD system sad operate the SWD system for a 
mmimirm of ono und one-half (1 W) rnlmrlnr years and subsequently sell thia system to a third party not associated with 
ihia agreement, Sellers wjjLuPj receive my compensation relative to ihe sell price, but any transfer ot alignment will be 
trade subject lo Sellen' disposal fbe and overriding royalty removed in (3) and (4) above, 

3, Duo Diligence faspecridns sad dosing. 

(a) Unti) the Closing Date, Buyer shall have the right to conduct due diligence inspections ofthe Subject 
Property, Inc hiding reviews and inspections of the physical condinons ofthe S object Property. Buyer aad lbs employees 
and assets of Buyer dull access tbe Subject Property st Buyer's nolo risk, cost aad expense at reasonable times, and 
shall have the right to conduct production tests, equipment inspection, environmental audits snd any other investigation 
of the Subject Property cat prior nonce to Sellers and upon aareanenl with Sellers as tn the time aad place of such 

(b) Sellers shall provide to Buyer the following title iu/bnnoiioa co the extern that it is In Ihe 
possession of Sellers: 

(1) AU title opinions, abstracts of tide or title status reports ht the possession of nr held for or 
on behalf of Sellers. Sellen have no obligation to update or Supplement any abstract or title opinions for 
the Leases or any part thereof. 
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(2) All rental aad royally paymenl records in tbe possession of Sellers. 

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

(c) Tbe conveyance ofthe Subject Property lo Buyer shall ba effective August 11, 2010 at 7:00 ua. "\ 
fESective Date"). Closing shall occur on or before August 31, 2010 (the "Closing Date") unless postponed b y -
agreement of the parties. Unless otherwise agreed, the Closing aball be beld at Currier Abstract Company ("Agent"), 
Artesia, New Mexico. Al the Closing, the foUowing shall occur: 

(1) Sellen shall execute, acknowledge and deliver an Alignment, Conveyance and Bill of Sale. 

(2) Any ad valorem, property, production, severance end similar taxes aad assessments, if any, 
bawd on or measured by the ownership of property or the production of oil or gas or the receipt of proceeds 
therefrom ea tbe Subject Property shall bo prorated between Sellers and Fiuytr of the Effective Dote. 

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

(a) Taxes and Royalties. All due and payable ad valorem, property, production, severance and similar 
taxes and assessraents baaed oa or measured by the ownership of property or the productioa of oil and/or gas or the 
receipt of proceeds therefrom on the Subject Property, wtuch became due prior to the Effective Dale, have been properly 
paid. All leasehold royalties, lease rentals, shut-in rentals and all other amounts based oa or measured by the ownership 
of property or prtrfucOQu of oil, gas or associated liquid hydrocarbons have been properly paid except tho6e auwunts due 
on production not sold as of toe Effective Date. 

(b) Tills. Setters shall take or cause to be taken all actions accessary to deliver the Subject Ptoperty free 
and dear of all liens, mortgages and security interests. 

5. Representations and Warranties nf Buyer. Buyer represents aad warrants to Sellers as of the date 
hereof and will represent and warrant at tlie Efface va Date, as follows: 

(a) Cnrpnrsw Authority. Buyer ia duly organized and in good standing under the laws of the State of 
Texas, is duly Qualified to carry on its business ia the State ofNew Mexico, and has all uV requisite power and authority 
to enter into and perform this Agreement and carry out the transactions contemplated under teas Agreement. 

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

(0) Obligation to Close. Buyer shall take or cause lo be taken sll actions necessary or advisable to 
oonauranute the transaction* contemplated by this Agreeraent and to assure that as of the Purchase Closing it will net be 
under any material company, legal, governmental or contractual restrietida Ihat would pmaibic ar delay the timely 
coraitmrnatioa of tuch transactions. 

6. Files and Records. Sellers will make available to Buyer all title memoranda and other information 
available ia Sellers' files relating to the Subject Party (uollecdvely "Data"). 

7. Costs end Revenues Before find After Closing. Sellers shall be roporuible tbe the payment of al] 
coats and expenses incurred in the operatioa of the Subject Property prior to the Effective Dale. Subject to the other 
provisions hereof. Buyer shall be rrflasaaaible far all costs, lisbilitina and expenses incurred in the ownership aad 
operation of the Subject Property trom and after the Effective Dare. Tbe proceeds from tbe sale of rrvdrocarboaa 
produced from the Subject Property prior to the Effective Date, if any, shall be the property of Sellers. The proceeds 
from the sale cuT hydrocarbons produced after the Effective Date shall be tbe property of Buyer. Adjuaonenn aball be 
raade to the Purchase Price to account ihr such crats and revenues in Ihe Preliminary Srtllrraent Closing Statement snd 
the Final Settlement Statement. 
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(a) Further Atsurantcs. Sellers agree to execute eny documents which they havo the authority to execute, 
whether before or after the Closing, to aid Buyer m clearing or perfecting due and owrirardsp to the Subject Property, and 
to fefihatu the receipt o f thil pmeeerh o f dm sale ofthe pmHiu-t^n Ihrrrfm™ mH mtrihurahl^ t r m a n Buyer Shall make 
any request for ex ecu tion of auch document in writing and ahall provide Setters with a copy of the document and aa 
appropriate explanation of its significance asd purpose. 

0 ) Notices. All communications required or permitted under thia Agregmgm tftafl bs in writing and thall 
be deemed made when actually received, or i f mailed by registered or certified mail or Federal Express, postage or tees 
prepaid, addressed as set forth below, aball be deemed mads throe (3) daya aftor such rnaihng. Either party may, by 
written notice to the other, change the address for mailing such nonces. Faxes may be sent for convenience but mast be 
followed up with nulling on any important notiee issues. 

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

CHICA ENERGY. LLC 
3003 Mcpherson Road 
Roswell, New Mexico 88201 

Notices to Buyer: JUDAH OIL, LLC 
P.O.BoxJ68 
Artesia, New Mexico 882114)56 

(c) Counterparts. This Agreement mav be executed in anv number cf counterparts, which taken together 
shall constitute ooe instrument and each of which shsll be considered on original. The parties agree that facsimile or 
electrnnic executioa of this Agroeruenl (but not of tbe assignment documents) shall be considered as originally executed 
documents. 

(d) ! nw Applicable. This Agreement aball be governed by and cooorued in accordance with the laws of 
tbe State ofNew Mexico. Ths prrrvailing party in aay dispute hereunder shall be onritkd CO recover its snoroeys1 fees and 
costs. 

Sellers: 
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EXHIBIT " A " 

Tlie followlnR Innds located in Eddy County. New Mexico 

DOW"B'"JH Federal No. 1. Unilcd States Oil and Gas Lease LC 029420--B, underlying lhc followniR 
described landi-

Township 17 South. Rnape 31 Exu. N M I ' M. 

Secuon 28: S/2 

LIMITED IN DEPTH to depthc below the base ofthe Son Andres formanon. 

Dalton Federal No. 1. United States Oil and Gas Lcaw NM 14840,'underlying the following described 
lands; 

Tawnahtp 17 South. Range 29 Eaat. N.M.P.M, 

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

Due Slavin Federal Leys;. Utuled Stales Oil and Gas Lease LC 029385-B, loomed on the following 
described lands: 

Township 17 Snmh. Raocc 31 East. N M.I'.M. 

Section 29: S/2 

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

«p- Judsli.PSA.coc 
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