Levi Oil and Gas, LLC |

September 10, 2010

Eddy County Clerk Office

Eddy County Administration Complex
325 S. Main St.

Carisbad, 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 QOil and Gas Lease LC 029420-B, 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 Slavin Nos. 1 and 2 wells, and all right, titleind interests in any other
wellbores located on said lands in which Sellers possessﬁny legal and equitable interest.

I 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
JBC:dk
Encl/as stated
P, 0. Box 568 Artesia, New Mexico 88211-0568
- e e Fax (575) 746-1290
(575) 746-1280 . BEFORE THE OIL CONSERVATION COMMISSION ‘ ax (575)
Submutted by i

JUDAH OIL, LLC i
Hearing Date  November 4, 2010

{
. New M
I| Case No ’s ljzz;asfemli%v exw%xhxbn No .8 f J000041
I
i
\

N




BOOK 826 PAGE0372 ‘ (” o -

PR |

CONVEYANCE OF OIL AND GAS LEASES

THIS CONVEYANCE, between YESO ENERGY, INC,, hereinafter referred to as
"Assignor," whether one or more, and LEV!I 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) All 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

iii) 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

Scp/Corp/Prairie/Yeso/Conveyance of Oil & Gas to Levi O&G LLC
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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 N
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 ali 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”

b

Its VA 7/

"Assignee"
SO S 5
lts %ﬂéf!‘/
STATE OF NEW MEXICO )
‘ . SS.
COUNTY OF EDDY )
This instrument was acknowledged before me on \i»o@ﬂbc/ /O 2010, by
Gepe Lo , /ﬁ«/aéMf" ,§VYéso Energy, In
My commissioryexpires: [M«&/fu
() RY//O Notary Public
o OFFICIAL SEAL
CAROLINE ASHER
STATE OF NEW MEXICO ) NOTARY PUBLIC
- ss. STATE OFENE;V,/ 0
A n
COUNTY OF EDDY ) oot 3

This instrument was acknowledged before me on éﬂﬁféﬂﬂj)e/ 7 2010__, by

T B ompanells , _enbee ft2na e of Levi Oil and Gas, LLC, a New
Mexico limitedliability company. 4 v
My commigsion gxpires: @v—&,&( ﬂrgtﬂ

/3 '75:/;5 ' Notary Public

OFFICIAL SEAL

CAROLINE ASHER
_ NOTARY PUBLIC

ScpiCorp/Prairie/Yeso/Conveyance of Oil & Gas to Levl O&G LLC
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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 Qil 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.

Section 28; S/2

LIMITEDLIN 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, NNM.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. NNM.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 lands in which Sellers possess any legal
and equitable interest.

RECEPTION NO: 1009Z86 STATE OF
NEW MEXICO, COUNTY OF EDDY
RECORDED 048/14/2010 Z 38 PM
BOQOK Q0826 FAGE 0372{

DARLENE ROSPRIM, COUNTY CLERK

Scp/Corp/Prairie/Yeso/Conveyance of Oil & Gas to Levi 0&G LLC
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PURCHASE AND SALE AGREEMENT

THIS PURCHASE AND SALE AGREEMENT (“Agreement”) is dated this _ /5™ day of Angust, 2010,
by and between YESO ENERGY, INC. (“Yeso"), P. O. Bax 2248, Roswell, New Mexico 88201, and CHICA
ENERGY, LLC (“Chica"), 3003 McPberscn Road, Roswell, New Mexico 88201 (colloctively “Sellery'), and JUDAH
OIL, LLC (“Judal”) (Buyer, P. O. Box 568, Artesia, New Mexico 88211-0568.

For and in consideration of Tea Dollars ($30.00) aad other good and vahisble consideration, Buyer and Sellers
agree to the purchase and sale of the Subject Property deseribed below under the following terma:

1 Bmmusﬁmwﬂwmmdmndiﬁamdmthdbnq{uwunm
convey and Biryer agrees o purchase and nccept the Subject Property for the Purch Prico as defined bercinafiar, The
“Subject Propeny” shall toclude the fallowing:

(s) Lenscholds. Al of Scllers’ right, title and interest in alf ol and gas lessehold tntecest, ail, warking
interesw, operating rights, recard ttle interests and all ot inteyests under, in or useful in commection with oil, gos or
minersl leases, and interests in rights to cxplore for and produce oil, gas or other minernls (“Leasex™), described in
Exhibit “A”, which when deliverced and amsigned hereunder ahall represcnt alf of Sellers® right, tite and interest w the
Lenses, except ay (o any interests otherwise reserved bamm.

®) Permits. Al of Sellers® right, title and i in all permits and L of any narurs owned, held ar
opesated in connection with operstions for the exploration and production of oil, pos or other nrmneralx to the extent the
e are used ot obtained in connecuon with the Leases (“Permits™).

(c) Equipment. Al of Seiless’ right, tue and interest in all persanal property, well bores, casing, surface
equipment and down-hole equipment used or obtamed {1 connestion with the Leases and Wells.

2. Congidemtion. As considemtion for the Subject Property, Buyer will undertake the following:

(a) Judah will obtain necessiry bouding for the wells described in Exhibit “A.™ inchiding any additlonal
bondiag required for SWD wells,

®) Yeso and/or Chica, with regulatory approval, will transfer operatorship of all walls to Judah

© Tue following provisions will apply to Lease No. 1 ( Dow “B”) in the event it is successfully
permitied a9 a salt water disposal (“SWD™) well:

m Bellera shall convey all of their righy, title end interest in the Dow “B" 10 Judah
{2 Sellexs hall receive the sum of $50,000.00 upon the issuance of a SWD permit to Judah,

@ Sellers will reserve a (ee of § 05 per barrel of water disposed into the SWD as reporied to
the Oil Conservation Division.

) Sellers will reserve an overnding royalty of teo percent (10%) of the net (afier state and
fedurul taxes or fees) revenue attributable to off collectad by the SWD operations and sold.

[&)] To the evear Buyer, ut 1ts discretion, elects to sell the Dow *B" SWD wellbore and any
approved permit therefor without any IWD facilities and/or disposal systems installed, Seliers will receive the equivalent
of twenty parcent (20%) of the net sales proceeds received by Buyer,

{6) In the cvent Buyer constructs a full SWD system and opersies the SWD sysem for o
minimum of one and ono-half (1 1/2) calendar years and subsequently sclls the system to a thisd party not associazed
with this agreement, Sellers shall veceive twanty percent (20%) of the sale p ds, less that pection of the cosis of
peuittug, coustruction and conversion prorated over 18 oqual moathly installments from the dae the disposal wall

scp: Sudah,PSAdos .
/)
Q
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began accopting pmducod water for commernial injecton purposcs to tha daje of xals. Exampls: J{ Buyer sclls the Dow
“B" for $100,000 ono yesr atter mjection commenced and incurring expenses of $50,000 for equippmng the well, Sellers’
shase of the proceeds would be calculated av follows: 20%% (100,000} ~ (50.000/18 % 6).

U] If Buyer sells all or a portion of the SWD system after | 4 years after the well commences
commercial oporations, Sellers will receive no partion of the sales procceds, but any transfer or sals of all or a portion of
the SWD well will be subject © the per banel dispatal feo and ovemding royalty provided for in (2) and (3) above,

() Tudah will become operator of record of the Gulf McKay No. 1 well located in the SE/4 SW/4 Section

34, Township 18 Soud!, Rxngc 32 East, NM PM,, Lea County, New Mmaco. Buyer ix not purchang any portion of
the leaschold rigits th Buyer disclaima alf liabitity for the condition of eaid lcase, mcluding any preexdsting

environmental conditicns.

(o) Ins tho avent Judah, in its sole discretion, decides (o permit any well located on Lease No. 3 for SWD
pruposes, Sellers will support the application. Sellers will assign any cighis-of-way of which it (s the owner of record.

n The following provisions will apply to Lease No. 3 in the event a wellbore located thereon is
successfully parmitted os a SWD well:

(1) Sellers will obmin the tansfer of the opernting righw and operatorship of Lease No. 3
directly to Judah,

[€)] Sellers will receive an amouot of $50,000.00 for each welibore permitted as 8 SWD well.
Sawd amount will be payable upon final approval of the permits necessary to operate as a SWD well,

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

(4) Sellers will reserve an overriding royalty of wen percent (10%) of e net (after state and
foderal taxes or fees) revenve aitributable o oil collected by the SWD operations and sold.

(s) Ia the evenr Buyer, in its discretion, elects to sell any SWD wellbore snd permits for same
without any ficilities and/or disposal systems insmlled, Sellers will receive £30,000.00 for each wellbors asigned to any
third party not a party to this agreement.

6) In the event Buyer elects to construct a foll SWD system and opente the SWD system for 8
minimum of 606 und one-balt (1 '4) calendar years and subsequentty sal] this sysiem (o a third party not associsted with
this agreement, Sellers wijl not receive any compensatioa relative o the scll price, but any transfer or assipament will be
wade subject 10 Sellers’ disposal fe and oveniding royalty reserved in (3) and (4) above,

3 Due Diligepge [nspections aad Closing.

(s) Unti] the Closing Dats, Buyer shall have the right to canduct dus diligencs inspections of the Subject
Property, including reviews and inspections of the pbysical conditions of the Subject Property. Buyer and the eraployees
and agenws of Buyer shall sccess the Subject Property at Buyn‘: sols risk, cost and expense 8t rensonable times, and
shall have the right to conduct production tests, squipt 0, environmentnl audits and any other mveshgation
of the Subject Property on prior notice o Sellers and upon nmmnan( with Sellers 3y to the time and place of such
actions.

()] Bellers shall provide 1o Buyer the followang tte information 1w the extent that it is in the
pouessmn of Sellerx.

1) All title opinions, abstracts of title or title s1atus repons in the poxsessino of or held for or
on behalf of Sellers. Sellers have no obligation to update or supplement any sbstract or title opinions for
the Leasex or any part thereof.

scp: Judah,PSA.doc 2
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) All rentn! and royalty payment records in the posseasion of Sellers,
3) All tax payment records in the possession of Sellers.

(c) The comveyance of the Subject Property to Buyer shall ba cffccave Auguar 11, 2010 at 7:00 em.
(“Effective Date™). Closmag shall occur on or before August 31, 2010 (the “‘Closing Date™) unless postponed by
agreement of the parties, Unless otherwise agreed, the Closing shall be beld at Cumner Abstract Company (“Agens’),
Artesin, New Mexico. Al the Closing, the following shail occur:

(1) Sellers shal) execute, acknowledge and deliver an Asagnment, Conveyance and Bill of Sale.
(2) Any ad valorem, property, production, severmnce and similar taxes and assessments, if any,

basred on or d by the hip of propeny or the production of oil or gas or the recaipt of proceeds
thexcfrom on the Subject Property shall be proracd between Setlers and Buyer as of the Effective Date.

4, Reproscufations, Warunties and Covenaats of Sellers. Sailers reprenont and warrant to Boyer ag of
the date bereof and will represeat and warrant at the Closing and, ax appheable, covenanis with Buyer, 29 follows:

(a) Taxxes and Royalties. All due and paysble ad valorem, propesty, production, severance and similar
mxes and assessments based on or measured by the ownership of property or the production of oi} and/or gas or the
receipt of proceeds therefrom on the Subject Property, which became due prior 10 the Effective Date, have been properly
paid. All leaschold royaltisx, lase remtals, shut-ln reatals and all other amounss based on or ed by the o hi
of praperty or producton of odl, gas or associnted liquid hydrocacbons have been properly paid except those azounts due
on production not sold as of the Effective Date.

(V) Title. Scllers shalf cake or cause to be taken all actions nccesary to deliver the Subject Propesty free
and ¢lear of all liens, mortgnges sud security interests.

5. Represenmons and Warrantiss of Byyer Buyex represents and wamants to Sellers as of the date
hereof and will represent and warrant at the Effscuve Date, a3 bliows:

(a) Corporate Autbority. Buyer is duly organized and in good standing under the laws of the Statc of
Texas, is duly qualified 10 carry on its busness in the State of New Mexico, and has all thes requisite power and authority
to enter into and perfonn this Agreeroent and carry out the transactions coutemplated ander this Agreement.

®) Bondipe. Buyer possesses all bonds required by the Bureau of Land Management or the Oil
Conservation Division of the State of New Mexico to operate the Subject Propesty,

(c) Qbligation 10 Closg. Buyer shall take or cause (o be takea all acti Y OF ac
te the 3 lawed by this Agr nndbunuematmofmehmhmmmmgllw:nmtbe

under any matmnal company, legnl governinenta! or contactual restriction that would prohubit or deloy tbe timely
comsummation of such transactions.

TR

6. Filea and Records. Sellers will mala: available 10 Buyer all title memorandn asd oter infonnation
avallable w Sellers' files relating to the Subypect Party (vollecdvely “Daw™).

Goasts and Revenues Before and After Closing.  Sellers shall be responsible foc the payment of all
costs mdexpanmm“mdm the operation of the Subject Property prior to the Effective Dase. Subject to the ather
provisions hereof, Buyer shall be respomsible for all coswm, lisbilitios and cxpenses incwred in the owncrship and
operation of the Sabject Property from and aficr the Effective Date, The proceeds from the sale of hydrocarbons
peoduced from the Subjecn’mpatypnmm:henﬂ‘ucnva Date, if any, shall be the property of Sellers, The proceeds
from the sale of hydrocarbons produced after the Effective Date shiall be the property of Buyer. Adjustments sball be
nande to the Purchase Price to account for such costs and revenues in the Preliminary Scttlemeat Closing Statement and

the Final Settlement Sttement
8 iscellanegus.
scp: fudah,PSA doc 3
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(a) Furnther Assurances. Sellers agree © exccute any documents which they have the authonty 1o execute,
whether before or after the Closing, to aid Buyer in cleanng or perfecting dtle and ownendnp to the Subject Property, and
1o facihiate the receipt of the proceeds of the sale of the production therefram and attributabiz thereto, Buyer shall make
any request for ion of such d n wniting and shall provide Sellers wath a copy of the document sod an
appropriate explanation of its ugrificance and purposs,

®) Notices. All commuuicahons requured or permitted uader thia Agreement shall be in writing and shatt
be deemed made when actually received, o if muled by registzred or certified toail or Foderal Exprens, postage or fees
prepaid, addressed as ret forth below, shall be deemed made three (3) days aftor such mailing. Either party may, by
wriiten ootice 10 the other, changs the address for mailing such nobices, Faxes may be sent for coavenience but rmust be
followed up with mailing on any importwat notice issues.

Notices (0 Scllers: YESO ENERGY, INC
P. 0. Box 2248
Roswell, New Mexico 8820)

CHICA ENERGY, LLC
3003 Mclhersan Road
Roswell, New Mevico 88201

Nolices 10 Buyer; TUDAHOLL, LLC
P. O. Box 568
Artesia, New Mexico §8211-056
() Gounrerpany. This Agreement may be executed in any aumber of counturparts, which taken together

shall constitute one instrument and each of which shall be considered an onginal. The partics agreo that facsimile or
electronic execution of this Agraement (but not of the assignment documents) sball be copsidered 0s onginally executed
documents,

(d) Low Applicable This Agreement shall be governed by and construed in sccordaoce with the Lyws of
the State of New Mexico, The prevailing party in any dispute hercunder shatl be entitled to recover its attomey¥ fees nnd

costs
Sellers:
YESO ENERGY, INC,
By:
Its:
Buyer;
JUDAHOIL, LLC .
AT T S
Byt L bt
pLy le;ma:'-‘g F7A ot e
aep: hudab,PSA.dov 4
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The followi, ds are loc i . xic0°

I Dow “B" 28 Federa| No, 1. United Statex Os) and Gas Lease LC 029420-B, vaderlying the following
described lands:

Townshi i ] Egx P
Secton 28: §/2
LIMITT:D IN DEPTH to depths below the base of the San Andres tormation,

2, Daltog Federal No. 1. United States Oil and Gas Lease NM 14840, uaderlying the following doscnbed
lands:

Tawgsbip 17 South, Range 29 Eggt, N.M.P.M.

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

3. i sg. United States Oil and Gos Lease L.C 029395-B, located ou the following
described lands:
Townshyp 17 Sn! ag; .
Section 29: 3/2
and wellbores for Doc Sfavin Nos. t and 2 wells, and all nght, ttle and interests in any other welibores
located on said lands and in which Scllers possess any legal and equitable interest.
\
p: Judah PSA.doc 5
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