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PURCHASE AND SALE AGREEMENT

THIS PURCHASE AND SALE AGREEMENT (“Agreement™) Is dared this _ /5 _day of Angust, 2010,
by smd between YESO ENERGY, INC. (“Yeso™), P. O. Bax 2243, Roswell, New Mexico 88201, end CHICA
ENERGY, LLC (“Chica™), 3003 McPberson Roxd, Roswell, New Mexico 88201 (collectively “Sellars”), and JUDAH
OIL, LLC (“Judal’") (Buyer”), P. O. Box 568, Astesis, New Maxico 8821 1-0568.

For aod in consideration of Ten Dollars ($10.00) aad other goad and vshuable consideration, Buyer and Sellers
wmmmmmdmswjmwwwwmmmwgm

1. Propexty Baing Sold. Subject o the tenms and coaditiony of this Apreement, Seflers agree 10 sell and
coavey and Buyer agroes to purchuse aod accept the Subject Propesty for the Purchaxe Prico as defined berainsfier, The

“Subject Property” stusll tnclude ths fallowing:

(s) Leasctiolds. Al of Sellers® right, tithe and intevest in all oil and gas leasshold ioterest, oil, working
interesd, operating rights, reeard title intoresty and all other interests under, in or usefil in commection with oil, pra or
mmeulle.ues,nndmmhnghummhwfaaudpmdweahpuorowumbcwmwbedh
Exlubit “A”, which when dslivered and assigned h ahall repr 21 of Sellexs' righ, thic and interest in ths
Leages, mtummymmmawdhaum

(b) Zm!:. All of Sellers’ right, title and § {n all perenits and G of sny pamrs owned, held ar
with i ﬁ)rdnnpluuhamdpmduamotoﬂ.moromamnuﬂuwlhemm
mmuﬂmmlncomecdmmmmmr?mm

© Equipmept. Al of Sellas’ right, ttle and interest in al) personal property, well hores, casing, surface
equipment and down-bole equipmeant used ar obtained lo conneotiog with the Leases and Wells

2. Congiderstion. As consideration for the Subjuct Property, Buyer will undertake the following:

(a) Judah will obtzin necessnxy bouding for the wells described in Exhibit “A.” including any additional
booding required for SWD wells.

) Yeso and/or Chics, with regulatory spproval, will transfer operatorship of all walls to Judah,

(©) The Gollowing provisions will spply to Lease No. 1 { Dow “B") in the tvent it is succeasfully
permitted as a salt watir disposal (“SWD™) well:

) Sellers ahall convoy all of thelr right, tide end intezest in the Dow “B’" 10 Judah

v3] Sellers shall recetve the sum of $50,000.00 upon the issusnce of a SWD permit to Judah.

3) Sellers wlll reserve a fee of § .05 per barrel of water disposed into the SWD as reporied to
the Oil Conservation Division.

@ Sellery will seserve an overriding royulty of ten percent (10%) of the net (afier state and
fedurs] laxes or fees) revenue attributable to ol} collected by the SWD aperations and sold.

® Tn the eveat Buyer, at ity discretion, elects to gell the Dow *B” SWD wellbors and any
approved permit therefor without any SWD facilitisy aud/or disposal systems invtalled, Selicrs will recaive the equivalent
of fwealy percent (20%) of ths net sales proceeds received by Buyer,

()] In the cvent Buyer consuactt a full SWD systemn and opetates the SWD sysiem for o
munioum of one and one-half (1 1/2) calendar years and subsequeatty sclls the system to a third party nat assoclated
with thig agreement, Sallers shall receive toanty percent (20°) of the sale proceads, legs that poction of the sosly of
permiitng, construction and conversicn procated over 18 oqual monthly installments from the date the disposal well
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duced water for ! i purp o the dags of sale. Example: J{Buyer sells tie Dow

began i
“B" ﬁurSlOOMOomywuﬂ:rmjmmcommcmedmdlncumnz expenses of $50,000 for equipping the well, Sellers’
share of the pr ds would be caloulsted as follows: 20% (100,000) ~(50,000/18 X 6).

(u] lFBuycrnlbdlornpoﬁionofdeWDlymaMlKymnnhamemummmm
commercial opocations, Sellecs will receive uo partion of the sales p ds, but any transfer or salo of all or & portioa of
the SWD well will be subject 1o the per bane! disposal feo and overriding royslty provided for in (2) and (3) above,

(d) Judah will become operator of record of the Gulf McKay No. 1 well Jocated in the SE/4 SW/4 Section
34, Townsliip 18 South, Range 32 East, NM PM., Lea County, New Mexica. Buyer i not purchadng any portion of
the lesxchold rights therein. Buyer disclaims alf ability for the condition of said lease, including eay proexisting
envirompental conditionx.

(o) I tho event Judab, in it sale discretion, decides to permit any well located on Laass No. 3 for SWD
plucposcs, Sellers will support the application. Sellers will assign any clghts-of-way of which {¢ Is the ownec of record.

) The following provisions will apply o Lease No. 3 in the event a wellbore Jocated therton is
successfully parmitted as 8 SWD well:

(1) Sellcrs will cbrain the wansfer of the operating righs and operaiorship of Lease No. 3
directly to Judah,

@ Sellers will receive an emount of $50,000.00 for each wellbore permitted as 8 SWD well.
Said amount will be payabls upon final approval of the permits necessary (0 operate as a SWD well,

G Sellers will reserve 8 foc of' $ .05 per barel of water disposed lato the SWD as reported to
the State of New Mexico.

[O)] Scliors will reserve an overriding royalty of wen percent (10%) of 1o net (aRer stats and
foderal taxes o fees) revenuo attributable to oil collecizd by the SWD operationy and sokd

[&)) Inlhccveanuya-.mluducmon,cla:nroxellmySWDwellboumdpaquform
without sty fecllities and/or disposal systems installed, Sellers will receive $30,000.00 for exch wellbors assigned to any
third prty nat a party to this agreement.

(O] Iu the event Buyer elocts to construct & full SWD system and opemte the SWD system for 8
mintmuen of ors und one-balf (1 ¥3) calendar year and subsequeatly sell this system 1o a third party not ossociated with
this agreement, Sellers will 1ot receive any conpensntion relntive to the sell price, but ony transfor or assignment will be .
Toade subject 1o Sellers’ disposal fee and overtiding royalty reserved in (3) and (4) sbove, -~

. Due Dilipence Inspections aod Cloging.

(a) Until the Closing Dats, Buyer shall have tha right to conduct due diligence inspections of the Subject
Property, including reviews sud inspections of the physical conditlons of the Subject Property. Buyer and the emplayees
and agoats of Buyer shall access the Subjecthperty at Buyer's uolaruk, cast and expense 4t reasonnble times, aod
shall have the right to condt P & tebts, Aronfnéntal cudits and arny other investigation
of the Subject Praperty on prior notice w Soucn nnd upon axueemem with Sellers a3 o the time and place of such
actions.

®) 8ellees shall provide to Buyer ths following title information to the extent that & is {n the
possession of Sellerx:

1) All title opinions, absuucts of title or title status reports in the poxsassion of or hetd for or
on behalf of Sellers. Sellers have no obligation to update or supplement any sbstract or title opinionx for
the Loases or any part thereof,

3cp; Judah,PSA doc 2
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) All rental and royalty pay n ds in the p ion of Sellerx.
) All tax payment rccords in the possession of Sellers.

(<) The conveyance of the Subject Property to Buyzr shall be cffective August 11, 2010 at 7:00 am.
(“Effective Date”).  Closing shall occur on or before August 31, 2010 (the “Closlng Date™) ualess postponed by
agreement of the parties. Unless otherwise agreed, the Closing shall be held at Currier Abstract Company (“Agent™),
Artesia, New Mexico. At the Closing, the following shall ocour:

n Seliers shatl execute, acknowledge and deliver an Asxignment, Conveyance and Bill of Sale.
(2) Anymivulomympqty production, severmce and similar taxes and asssssments, if any,

based on or d by the p of propenty or the production of oil or gas or the recuipt of proceeds
thn:ﬁnmonmaSobjacszpeﬂyshnﬂbopmfuedbemcn Sellers and Buyer as of the Effective Date.

R ieg 0 . Sellers represant and warrant o Buyer ng of
the date bcxeof sad wxﬂ rcpman and wnmnz at th: Clolinz md. a applxcnblc covenants with Buyer, as fallows:

(a) Txxes and Royalties. All due and payable ed valorem, property, production, geverance und similay
taxi and assessmenty bosed on or measured by the ownehip of property ar the productioa of oll and/or gas or the
receipt of proceeds therefrom oa the Subject Property, which became due pelor to the Effective Date, have been proparly
paid.  All leaschold royaltisx, Wase revwtals, shut-in rentals and all other amounts based on or measured by the ownervhip
of property or production of oil, gas ar associnted liquid hydrocarbons have beeu properdy paid except those amounts due
on production not sold as of the Effective Date.

) Title. Sellera shall take or cavse to be taken all actions neerssary to deliver the Subject Property free
and clear of all liens, mortgnges and security interests.

5. Bepresenmtions and Wagrantiss of Buver. Buycr represents and warmrants (o Sellers ax of the date
hereof and will represent and warrant a¢ the Effoctive Date;, as foliows:

(a) Comporate Authorlty. Buyer is duly organized and in good standing under the laws of the Statc of
Texas, is duly qualified 10 carry on its businesx in the State of New Mexico, and has all the requisite power and suthority
to enter into and perform thix Agrecment and carry out the transactions contemplaed under this Agreement.

®) Bondipe. Buyer posscsses all boods required by the Bureau of Land Management or the Oil
Conservation Division of the State of New Mexico to operats the Subject Property.

(c) Obligation to Close. Buyer shall take or cause to be taken all actions necessary or advissble to

the 3 lated by this Ags and to assyre that as of the Purchase Closing it will not be

under any material campany, legul, govemu\enml or coatractual restriction that would prohibit or deloy the timely
ioa of such tr 301

6. Filcs and Records. Sellers will malee available 1o Buyer all titls memoraada and other infonnation
available in Scllers' files relating to the Subject Pasty (collecdvely “Dam™).

prmmmhueotkuy«shaﬂbemquﬂchaﬂmnh:bilmaumiapcnushmredm(hcowuu:h:pmd
operation of the Sabject Property from and sfier the Effecive Datz. The procesds from the sale of hydrocarboas
produced from the Subject Propesty priar © the Effective Date, if any, shall be the proparty of Sellers, The procoeds
from the sale of kydrocesbons produced afier the Efctive Date shall be the property of Buyer. Adjusements shall be
undemhe?mhm?nccwmumformhcoaumdtevmummhchdxmnwysummdmmgswmmtmd
the Final Settlement Statement.

8. Miscellageous.
scp: Judsh,PSA.doc 3
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(a) Further Assuramces. Selless agree (0 execute any documents which they have the suthority 1o execute,
whether before or after the Closing, to 2id Buyer in clearing or perfecting title and ownexship fo the Subject Property, and
1o facilityte the receipt of the proceeds of the sale of the produrtion therefiam and attributabie thereto, Buyer shall maks
any req for iom of such d in writing and shall provide Scllers with 3 copy of the document and an
approgriate explanation of its significance and purposs,

) Notices. All commmanications required or permitted uadar this Agreement shall b in writing and shall
be deemed made whan actoally received, or if masled by repistered or certified mail or Federal Expeeas, postage or feos
prepaid, addressed as st forth below, shall be deemed made throe (3) days aftor such mailing. Either party may, by
wrinea notice to the other, changs the address for mailing such notices, Faxes may be sent for conveaience but must be
followed up with mailing ou sxy importeat sotice isses.

‘Notices 10 Sellers: YESO ENERGY, INC.
P.O.Bax 2248
Roswall, Now Mexico 83201

CHICA ENERGY, 11.C
3003 Mcl"harson Road
Roswell, New Mexico 32201

Notices 10 Buyer: JUDAH OIL, LLC
P. 0. Box 568
Artesia, New Mexico 88211-056

() Counterpans. This Agreement may be executed in any number of counturparts, which taken together

shall constitute one mstrument and each of which shall be ideved an original. The parcics agreo that ficaimile or
¢lectranic sxecution of this Agreement (but not of the assignment documents) shall be considered 29 ariginally executed
documents. :

@ Law Applicable. This Agreement shall be governed by md construad in accordagce with the Lyws of
the State of Now Mexico. The prevailing party in any dispute hereunder sbali be eatitled to recover its attomeys’ fees and
€O03ts. ;

Sellers:

YESO ENERGY, INC.

acp: Judah,PSA.dos
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fo ds are loc
I Dow “B" 28 Federal No, }. United Statex Oif and Gas Lease LC 029420-B, underlying the following
described landw:
by v P
Scction 28; §/2

LIMITED IN DEPTH 10 depths below thy bass of the San Andres formation.

2. Daltoa Fedaral No, 1. United Swtes Qi and Gas Lease NM 14840, underlylng the followlng dodcribed
lands:

Toymship 17 Jouth, Range 2 Eeet, NM.PM.
Scctian 29: SE/4 NE/4, NW/4 SE/4

3. Dot §lavin Fedoral Legsg.  United States Oil and Gas Lease LC 029395-B, located on the following
deveribed lands: :

Township 17 South, Range 31 East, NM.P.M.
Section 29: 872

and wellbores for Doc Slavin Nos. 1 and 2 welly, and all riglit, title and interestx in any other wellbores
located on said lands and in which Sellers possess any legal and equitable interest.
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