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PURCHASE AND SALE AGREEMENT

THIS PURCHASE AND SALE AGREEMENT (“Agreement”) is dased this _ 4S5~ day of August, 2010,
by and betwees YESO ENERGY, INC. (*Yeso™), P. O. Bax 2248, Roswell, New Mexico 88201, and CHICA
ENERGY, LLC (“Chica), 3003 McPhersca Road, Roswell, New Mexico 88201 (collectively “Sellerw’), and JUDAH
OIL, LLC (“Judsl™) (Buyer), P. O. Box 568, Artesin, New Mexico 88211-0566.

For aod in considerstion of Ten Dollars ($10,00) and other goad and vyhuble considecation, Buyer and Sellacs
sgree to the purchase and sale of tha Subject Property described below under the following erma:

1. Propaxty Bring Sold.  Subject to the terms and ooaditiony of this Agreement, Sellers agree 10 sell and
convey and Buyer agroes 10 purchase and aceept the Subject Prapesty for the Purchase Price as defined herednafier, The

“Subject Property™ shsll toclude the following:

@) Leascholds. Al) of Scllera’ right, title and intereat in all oil and gas leasehold interest, odl, wonking
interesw, operating rights, recard title interests and all odwr innrests under, in or uscful in comnection with oil, gns or
mwwdlusas.mlmmhnmmmbm&xaudpMmngaumomuMCW),wm
Exinbit “A*, which when dslivered and assigned p alf of Sellers* righ, thlc and intevest in the
Leages, axcept ay (0 any intesests atherwise reserwed beroin.

() Permits. All of Sellers® right, title and § {n alf permits and Li of sny narure owned, keld ar
operuied in ion with operati ﬁ:rﬂwapmdoumdwuducnonofo&morothammhwmmmc
same arg usod or altained in connection with the Leases (“Permits™).

(©) Equipment. All of Sellas’ right, Gtk and interest in all persanal property, well bores, casing, surface

equipment and dovn-hole equipmeant used or chtained (0 connsctio with the Leases and Wells.
2, Congideration As iderutinn for the Subjoct Broperty, Buyer will undertake the fllowing:

(a) Jusdah will cbtain oecosanry bouding for the wells described in Exhibit “A.” inchuding any additional
bonding required for SWD wells.

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

() The Gollowing provisions will apply to Lzase No. 1 ( Dow “B") in the eveat it is sucecasfully
permitied a3 a salf water disposal (“SWD") well: .

(1) Sellers shall convay all of their righ, title end intexest in the Daw “B* 10 Judah

) Sellexs zhall receive the sum of $50,000.00 upon the issumce of a SWD permit to Judnh.
3) Sellers wil reserve & (e of § .05 per barrel of water duposcd into the SWD as reported to

the Oil Conservation Division.
4) Seflers will reserves an ovamiding royalty of ten percent (10%) of the net (afior &ate snd
fedursl taxes or feea) ibutable 1o of} collected by the SWD operatious and sold.

(6] To the evear Buyer, ut its discretion, elects to sell the Dow ‘B" SWD wellbors and any
spproved permit therefor without &ay SWD facilitics snd/or disposal sysicma installed, Sclicrs will recsivo the squivaient
of tweaty percent (20%) of the net sales proceeds received by Buyer,

(s) In the event Buyer constncts s fll SWD system and operates the SWD eystem for o
minimum of one and one-hatf (1 1/Z) calondar years and subsequenty sells the system to a third paty not associated
with thig agreement, Sellers shall recelve twanty perceat (20%) of the sale proceads, less that portion of the sosty of

peauittog, coostruction and conversion procated over 18 equal monthly installments from the dade the disposal well
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accopting produced water for ! P to tho date of xale. Exumple: J¢Buyer sells the Dow

‘began
“B* for $100,000 omyenuﬁ:rmjezumcommencedlnd lncumng expenses of $50,000 for equipping the well, Sellera’
ahare of the procceds would be caloulsted as follows: 20% (100,000) — (50,000/18  x 6).

(Y} 1£ Buyer solls all or & portica of the SWD system after | % years afier the well commeaces
commercial opomtions, Sellers will receive wo partion of the sales procoeds, but any transfer or salo of all ar & partion of
the SWD well will be subject o the per bare! dispatal feo and iding royalty provided €or in (2) and (3) above.

9 ludsh will become operator of record of the Gulf Mclézy No. 1 well focated in the SE/4 SW/4 Section

34, Township 18 South. Range 32 Fmt NMPEM, Lea County, New Mexico. Buyer ix not purchaing any porttion of
the lesxehold rights thercin. Buyer disclai aﬂhablh\yforthocondxmaf-mdlnu. including any preexdsting

envirommental conditionx.

(o) Ins the event Judah, in ity sole diseretion, decides to permit any well locaved on Leass No. 3 for SWD
pruposes, Sellers will support the application. Sellers will asugt any rights-of- way of wiiich (¢ s the owrier of record.

() The following provisions will apply to Lease No. 3 in the cvent a wellbore located therton is
succesefully parmitted as 8 SWD well:

(1) Sellers will obrain the tansfer of the operating rights and operatorship of Lease No. 3
directly to Judah.

. @ Sellers will receive &n amount of $50,000.00 for each wellbore permitted as & SWD well.
Said amount will be payable upon final approval of the permits accessary to operate s a SWD well,

(3) Sellers wAll reserve a foc of $ .05 per bamel of water dispased into the SWD as reported to
the State of New Mexico.

“ Sellers will reserve an overriding royalty of ten percent (10%) of e net (after stats and
federal taxes or fees) revenuo attributable to oil collected by the SWD operations and xold.

[6)] In the svenr Buyer, i its discretion, elects o sell any SWD wellbore snd permits for same
without arry Eacilities and/or disposal systems insmlled, Sellers will receive £50,000.00 for each wallbore asaigned to any
third party not 3 party to this agreement.

) [n the event Buyer elects to construct 8 full SWD system and operate the SWD system for &

minimum of ont und one-balf (1 1) calendar ysans and subsequeatty self this system o a third party not associated with

. this agreemenr, Sellery will nos receive any compensntion relntive to the sell price, but any transfor or assigznent will be
N roade wubject 1o Sellers’ disposal fe and overtiding royalty reserwed in (3) and (4) sbove.

3. Due Dilicence Ingpections asd Cloging.

(=) Until the Closing Dats, Buyer shall have tha right to conduct dus diligencs inspections of the Subject
Property, Including reviews and laspections of the physical conditfons of the Subjoct Property. Buyer and the cmployees
and ageals of Buyer shall access the Subject Property at Buyet'- uolun:k. cost and éxpense at rensonable Umes, and
shall have the right to conduct production tests, squip Aronmental sudits and any other investigation
ofumS\noecthp«tyonpnormumm Sollers and upon nmnnenl with Sellers oy to the time end place of such
actions.

) Bellees shall provids to Buyer ths following die information to the extent that it is in the
pomsnon of Sellerx:

(¢)] All title opinions, sbstracts of title or title status reports in the poxsexsion of or held for or
on behalf of Sellers, Selicrs have no obligation to update or tupplement ey abstract or title opiniou for
the Leaser or any part thersof.
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) All renta! and royalty payment mur\is in the possession of Sellerx.
3) All tax payment rccords in the poisession of Sellers.

(c) The conveyance of the Subject Property to Buyer shall be cﬁncuve. August 11, 2010 at 7:00 em.
(“Effective Date”), Closiag shall oceur on or before August 31, 2010 (the “Closing Date™) ualess postponed by
agreement of the parties.  Ualess otherwise agreed, the Closing shall be beld at Cumier Abstract Company ("Agent™),
Artesin, New Mexico. At the Closing, the following shall occus:

3] Sallers shall execute, acknowledge and daliver an Assignowent, Coaveyance and Bill of Sale.

2) Any ad valorem, p i and similar taxes and asssssments, if aoy,

based an or d by the L‘_ ol’pmpcnyorlhamducuonofouorwonlw:ecmptofpmcecda
theaefrom on the Sobject Property shall bo prorated betwecu Sellers and Buyes as of the Effective Date.

B ) Sallers represont acd warrant to Buyer ag of
the dats baeo( and vnll rcpmm! md wnm.nt arthe Cloninz md. a apphmbh covenanss with Buyer, as follows:

(a) Txxes and Royalties. All due and paysble ad valorem, property, production, severance and similar
taxex and assessments based on or measured by the ownewship of property ar the production of ol} and/or gas or the
receipt of ps ds therefrom on the Subject Propexty, which b dug peior 10 the Effective Date, have been properdy
paid. Allleuehldmyﬂnmhazml: shur-hmamhmdnllolb:rmumbuedonormmedbymeowncnmp
of praperty or pruduction of oil, gos or aasocinted Hnuid hydrocarbons have beea propexdy paid except those amounts due
on production not sold as of the Effectve Date.

(L) Title. Secllers shall ake or cause (o be taken all actions necrssary to deliver the Subject Propaty free
and clear of all liens, mortgnges aud security intorests.

5. Represenmtions_snd Warrantias of Byver. Buyer represents and warrats to Sellers as of the date
hereof and will repressat and warmagt af the Effactive Date, as follows:

(=) Comporste Authorlty. Buyer is duly organized and in good standing under the laws of the Statc of
Texas, is duly qualified 10 carry on its business in the Stte of New Mexico, and has all the requisite power and authority
1 enter fnto and perform this Agreement and canry out the transactions coutenplated under this Agreoment.

®) Bondipg. Buyer possessex all boods required by the Bureau of Land Managemeat or the Oil
Conservation Division of the State of New Mexico 10 operate the Subject Property.

(c) Oblication to Closg. Buyer shall take or cause 1o bo taken sll actions aecessary or advisable o

o the jons canteroplated by this Agreement and to assuse that as of the Purchase Closing it will not be

under any taterial company. legal, govermnental or cootractual restriction that would prohibit or deloy the timely
ion of such 03

6. M_Rm Sellers will make available to Buyer all title memorands and other mfonnnuou
svailable in Scllers' Gles relating to the Subyect Pasty (vollectively “Daw™).

7. Coxtx and Rovenues Before and After Closing.  Sellers shall be responsible foc the p of all
comudexpmesmmmdmtbeopemﬂono(ﬂxe&hca?mpmypdorwU\eEﬁ'udxchaxe.Subjcctwﬂwothu
provisions bereof, Buyer shall be responsible for all cosw, lisbilitis and cxpenses incurred in the owncrship and
oporation of the Subject Property from and afir the Effective Date. The proceeds from the sale of hydrocarbons
produced fom the Subject Propesty priar o the Effective Date, if any, shall be tha property of Sellers, The proceeds
from the sale of kydrocarbons produced after the Effiective Date shiall be the property of Buyer. Adjusements sball be
wmade to the Purchase Price to accaunt for such costs and revenues in the Preliminary Soiticmaent Closing Statemweant and

the Final Settlement Statement.
8. Miscellageous.

sop: fudah PSA doe 3
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(a) Funther Auurances. Sellers agree 0 execute any documents which they bave the authority 1o execute,
whether before or after the Closing, to ald Buyer in clearing or perfecting tifle and ownership to the Subject Property, and
0 facilitate the receipt of the proceeds of the sale of the production therefrom snd attributabls thereto. Buyer shall osks
any request for execution of such document in writing and shall provide Sellers with 3 copy of the document and an
sppropriste explanation of its significance and purp

® Notiscs. Al commmumications required or permitted wader this Agreement shall be in writing and ehall
be deemed made when scrually received, or if wailed by repistered ar certified maif or Federal Express, postage or feos
prepaid, addresaed as aet forth below, shall be deemed made throe (3) days aftor such mailing. Either party may, by
wristen notice 10 the other, changs the address for madling nich notices, Faxes may be sent for convesience but must be
followed up with mailing on any important potice iteucs.
WNoticea to Sellers: YESO ENERGY, INC.
P. 0. Box 2248
Roswel], Now Mexico 88201

CHICA ENERGY. LLC

3003 Mcl?harson Road
Roswell, New Mexico 83201
Notices to Buyer: JUDAH OLL, LLC
P. O. Box 568
Astesia, New Mexico 88211-056
(<) Caunterpants. This Agreement may be executed in any number of counturparts, which taken together
shall constitute one bstrument and eoch of which shail be idered an original. The partiss agres that ficsimile or
eloctronic axecution of this Agreement (but not of the asxignment documents)  shall be considered s originally executed
documenrs.

() Law Applicable. This Agreemeot sball be governed by and construad in accordance with the byws of
the State of New Mexico, The prevailing party in any dispute hereunder shail be en:ﬁlcd to recover ifs attomeyy' fees and
costs.

Sellers:
YESO ENERGY, INC.

sept Judah,PSA.doc 4
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fol 5 loc
1. Dow “B" 38 Federal No, |. United States Oi) and Gas Lesse LC 029420-B, uaderlying the following
described tands:
<bi U E: P
Section 28: §/2

LIMITED IN DEPTH 16 depths below the baws of the San Andres formation.

- 2 Dalioy Federal No, 1. United Swtes Oil and Gas Lease NM 14840, underlying the following doscribed
Tands:

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

3. Dog $lavin Federal Legse. United States Oil and Gas Lease LC 029395-B, located oa the following
described Innds:

Townshjp 17 South, Range 31 East, N.M,P.M.
Section 29: S12

and wellbores foe Doc Slavin Nos. | and 2 wells, and ! right, title and interests in any other wellbores
located on said londs and in which Sellers possess any legal and equitable interest.

cp: Judali,PSA.doc 5
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