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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

The information discussed in this Annual Report includes “forward-looking statements” within the meaning of the federal
securities laws, including Section 27A of the Securities Act of 1933, as amended, Section 21E of the Securities Exchange
Act of 1934, as amended, and the Private Securities Litigation Reform Act of 1995. All statements other than statements of
historical facts are forward-looking statements.

Examples of forward-looking statements in this Annual Report include:

e planned capital expenditures for industrial gas, oil and natural gas exploration, development and environmental
compliance;

e potential drilling locations and available spacing units, and possible changes in spacing rules;

e cash expected to be available for capital expenditures and to satisfy other obligations;

e recovered volumes and values of industrial gas, oil and natural gas approximating third-party estimates;
e anticipated changes in oil and natural gas production and future industrial gas production;

e  drilling and completion activities and opportunities;

e timing of drilling additional wells and performing other exploration and development projects;

e expected spacing and the number of wells to be drilled with our industry partners;

e when payout-based milestones or similar thresholds will be reached for the purposes of our agreements with our
partners;

e cxpected working and net revenue interests, and costs of wells, relating to the drilling programs with our partners;
e actual decline rates for producing wells;

e future cash flows, expenses and borrowings;

e  pursuit of potential acquisition opportunities;

e cconomic downturns, wars and increased inflation and interest rates, and possible recessions caused thereby;

e the effects of global pandemics on our operations, properties, the market for industrial gas, oil and natural gas, and
the demand for industrial gas, oil and natural gas;

e our expected financial position;

e our expected future overhead reductions;

e  our ability to become an operator of industrial gas, oil and natural gas properties;

e our ability to raise additional financing and acquire attractive industrial gas, oil and natural gas properties; and
e other plans and objectives for future operations, including industrial gas exploration and development.

EEINTS EEINT3

These forward-looking statements are identified by their use of terms and phrases such as “may,” “expect,” “estimate,”
“project,” “plan,” “believe,” “intend,” “achievable,” “anticipate,” “will,” “continue,” “potential,” “should,” “could,” “up to,”
and similar terms and phrases. Though we believe that the expectations reflected in these statements are reasonable, they
involve certain assumptions, risks and uncertainties. Results could differ materially from those anticipated in these statements
as a result of numerous factors discussed below under “Summary of Risk Factors”, and under “Risk Factors”, below. Given

these risks and uncertainties, readers are cautioned not to place undue reliance on such forward-looking statements.

Finally, our future results will depend upon various other risks and uncertainties, including, but not limited to, those detailed
in Item 1A “Risk Factors” in this Annual Report on Form 10-K. All subsequent written and oral forward-looking statements
attributable to the Company, or persons acting on its behalf, are expressly qualified in their entirety by the cautionary
statements above. All forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in
their entirety by the cautionary statements made above and elsewhere in this Annual Report on Form 10-K.

All forward-looking statements speak only at the date of the filing of this Annual Report. We do not undertake any obligation
to update or revise publicly any forward-looking statements except as required by law, including the securities laws of the
United States and the rules and regulations of the SEC.



Glossary of Qil, Natural and Industrial Gas Terms
The following are abbreviations and definitions of certain terms commonly used in the oil and natural gas industry and in this
report. The definitions of proved developed reserves, proved reserves and proved undeveloped reserves have been abbreviated

from the applicable definitions contained in Rule 4-10(a) of Regulation S-X.

API. The American Petroleum Institute gravity, or API gravity, is a measure of how heavy or light a petroleum liquid is
compared to water: if its API gravity is greater than 10, it is lighter and floats on water; if less than 10, it is heavier and sinks.

Bbl. One stock tank barrel, or 42 U.S. gallons liquid volume, used in reference to oil or other liquid hydrocarbons.

Bcfe. One billion cubic feet of natural gas equivalent. Natural gas equivalents are determined using the ratio of 6 Mcf of
natural gas to 1 Bbl of oil, condensate or natural gas liquids.

BOE. A barrel of oil equivalent is determined using the ratio of 6 Mcf of natural gas to 1 Bbl of crude oil, condensate or
natural gas liquid.

Boed. Barrels of oil equivalent per day.

Bopd. Barrels of oil per day.

Completion. The installation of permanent equipment for the production of oil or natural gas, or, in the case of a dry well, the
reporting to the appropriate authority that the well has been abandoned. Completion of the well does not necessarily mean
the well will be profitable.

Developed Acreage. The number of acres which are allocated or assignable to producing wells or wells capable of production.

Development Well. A well drilled within the proved area of an oil or natural gas reservoir to the depth of a stratigraphic
horizon known to be productive.

Dry Well. A well found to be incapable of producing either oil or natural gas in sufficient quantities to justify completion as
an oil or gas well.

Exploratory Well. A well drilled to find a new field or a new reservoir in a field previously found to be productive of oil or
gas in another reservoir.

Gross Acres or Gross Wells. The total acres or wells, as the case may be, in which we have a working interest.
Industrial gases. Helium, carbon dioxide, nitrogen and certain hydrocarbons. (e.g., methane, propane, butane, and ethylene.)

Lease Operating Expenses. The expenses, usually recurring, which pay for operating the wells and equipment on a producing
lease.

Mcf. One thousand cubic feet of natural gas.

Mcfe. One thousand cubic feet of natural gas equivalent. Natural gas equivalents are determined using the ratio of 6 Mcf of
natural gas to 1 Bbl of oil, condensate or natural gas liquids.

Mmbtu. One million Btu, or British Thermal Units. One British Thermal Unit is the quantity of heat required to raise the
temperature of one pound of water by one degree Fahrenheit.

Net Acres or Net Wells. Gross acres or wells multiplied, in each case, by the percentage working interest we own.

Net Production. Production that we own less royalties and production due to others.



NGL. Natural gas liquids.
Oil. Crude oil, condensate or other liquid hydrocarbons.

Operator. The individual or company responsible for the exploration, development, and production of an oil or gas well or
lease.

Pay. The vertical thickness of an oil and natural gas producing zone. Pay can be measured as either gross pay, including non-
productive zones or net pay, including only zones that appear to be productive based upon logs and test data.

Ppb. Means pounds per barrel.

Proved Developed Reserves. Reserves that can be expected to be recovered through existing wells with existing equipment
and operating methods.

Proved Reserves. The estimated quantities of crude oil, natural gas and natural gas liquids, which geological and engineering
data demonstrate with reasonable certainty to be recoverable in future years from known reservoirs under existing economic
and operating conditions.

Proved Undeveloped Reserves. Reserves that are expected to be recovered from new wells on undrilled acreage or from
existing wells where a relatively major expenditure is required for recompletion.

PV-10. The pre-tax present value of estimated future revenues to be generated from the production of proved reserves
calculated in accordance with SEC guidelines, net of estimated production and future development costs, using prices and
costs as of the date of estimation without future escalation, without giving effect to non-property related expenses such as
general and administrative expenses, debt service and depreciation, depletion and amortization, and discounted using an
annual discount rate of 10%.

Royalty. An interest in an oil and natural gas lease that gives the owner of the interest the right to receive a portion of the
production from the leased acreage (or of the proceeds of the sale thereof), but generally does not require the owner to pay
any portion of the costs of drilling or operating the wells on the leased acreage. Royalties may be either landowner’s royalties,
which are reserved by the owner of the leased acreage at the time the lease is granted, or overriding royalties, which are
usually reserved by an owner of the leasehold in connection with a transfer to a subsequent owner.

Standardized Measure. The after-tax present value of estimated future revenues to be generated from the production of proved
reserves calculated in accordance with SEC guidelines, net of estimated production and future development costs, using prices
and costs as of the date of estimation without future escalation, without giving effect to non-property related expenses such
as general and administrative expenses, debt service and depreciation, depletion and amortization, and discounted using an
annual discount rate of 10%.

Working Interest. An interest in an oil and natural gas lease that gives the owner of the interest the right to drill for and
produce oil and natural gas on the leased acreage and requires the owner to pay a share of the costs of drilling and production

operations.

WTI. West Texas Intermediate.



PART1I
Item 1. Business.
General Information

In this Annual Report on Form 10-K (this “Report”), we may rely on and refer to information regarding the oil and gas
industry or the industrial gas industry in general from market research reports, analyst reports and other publicly available
information. Although we believe that this information is reliable, we cannot guarantee the accuracy and completeness of this
information, we have not independently verified any of it and we have not commissioned any of the market or survey data
that is presented in this Report.

Please see the “Glossary of Oil, Natural and Industrial Gas Terms” above for a list of abbreviations and definitions used
throughout this Report.

Our fiscal year ends on December 31st. Interim results are presented on a quarterly basis for the quarters ended March 31st,
June 30th, and September 30th, the first quarter, second quarter and third quarter, respectively, with the quarter ending
December 31st being referenced herein as our fourth quarter. Fiscal 2025 means the year ended December 31, 2025, whereas
fiscal 2024 means the year ended December 31, 2024.

Unless the context requires otherwise, references to the “Company,” “we,” “us,” “our,” “U.S. Energy,” and “U.S. Energy
Corp.” refer specifically to U.S. Energy Corp. and its consolidated subsidiaries.

In addition, unless the context otherwise requires and for the purposes of this Report only:
e “Exchange Act” refers to the Securities Exchange Act of 1934, as amended;
e “SEC” or the “Commission” refers to the United States Securities and Exchange Commission; and

e  “Securities Act” refers to the Securities Act of 1933, as amended.
Overview

U.S. Energy Corp. was incorporated in the State of Wyoming on January 26, 1966, and reincorporated to Delaware effective
on August 3, 2022. We are an industrial gas and energy company focused on the acquisition and development of industrial
gases, oil and natural gas producing properties in the continental United States. Our principal properties and operations are
in the Rockies region (Montana and Wyoming), the Mid-Continent (Oklahoma, and North and East Texas), and the Gulf
Coast region.

We previously explored for and produced oil and natural gas through a non-operator business model, however, during 2020
we acquired operated properties in North Dakota, New Mexico, Wyoming and the Texas Gulf Coast, and on January 5, 2022,
we closed the acquisitions of certain oil and gas properties from three separate sellers, representing a diversified portfolio of
primarily operated, producing, oil-weighted assets located across the Rockies, West Texas, Eagle Ford, and Mid-Continent
regions. Beginning in the fourth quarter 2023 and continuing through year-end 2025, we sold several legacy oil and natural
gas assets and redeployed the capital into our industrial gas focus area. Our current oil and natural gas production is primarily
located in the Rockies and Mid-Continent regions.

Our business strategy going forward is to enhance the value of our acquired operated assets through evaluation of selected
properties with the goal of increasing production and reserves. We plan to deploy our capital in a conservative and strategic
manner and pursue value-enhancing transactions. We also continuously evaluate strategic alternative opportunities that we
believe will enhance stockholder value.

Industrial Gas Operations

In June 2024, the Company acquired approximately 144,000 acres across the Kevin Dome in Toole County, Montana for the
purposes of exploring and exploiting multiple, industrial gas streams. On January 7, 2025, we acquired an additional 24,000
net acres that are contiguous to our existing positions in Toole County including a non-producing well that is expected to be
completed and tested in the first half of 2026. Additionally, we drilled and completed two new industrial gas wells in 2025
and have filed monitoring, reporting and verifications applications with the government regulators that, assuming approved,
will allow us to inject or dispose of carbon dioxide and waste gases, which is complementary to our ongoing development
activities. Other ongoing activities include the detail design of a processing facility, gathering and transportation system, and
power infrastructure, as well as securing rights of way, injection agreements, and negotiating an offtake agreement with a
third party.
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Office Location

Our principal executive office is located at 1616 S. Voss Road, Suite 725, Houston, Texas 77057. Our telephone number is
(346) 509-8734.

Oil and Natural Gas Operations

We participate in oil and natural gas projects primarily as an operator. Our working interest varies by project and may change
over time based on the terms of our leases and operating agreements. Key attributes of our oil and natural gas properties
include the following:

e Estimated proved reserves of 1,451,821 barrels of oil equivalent (BOE) (75% oil and 25% natural gas) as of
December 31, 2025, with a standardized measure of value of $16.7 million, utilizing prices of $ 65.34 per barrel for
oil and $ 3.39 per Mcf for natural gas in accordance with Securities and Exchange Commission requirements.

e Asof December 31, 2025, our oil and natural gas leases covered 160,714 gross acres and 134,025 net acres.
e 231 gross (209 net) producing wells as of December 31, 2025.
e 451 BOE per day average net production for 2025.
Additional information about our oil and gas properties and operations can be found in "Item 2. Properties".
Material Events:
Divestment of Properties

In South Texas, the Company divested its assets in Karnes County, Texas, for approximately $5.2 million in net cash proceeds
after customary purchase price adjustments, effective April 1, 2024, with the transaction closing on July 31, 2024. These
primarily operated properties, consisting of 8 gross wells, which averaged 155 barrels of oil equivalent per day (85% oil)
during the first quarter of 2024, representing 13% of our total production over that period.

In East Texas, the Company sold the majority of its assets across Anderson, Chambers, Henderson, and Liberty Counties,
Texas, for $6.8 million in net cash proceeds, effective November 1, 2024, with the transaction closing on December 31, 2024.
This package, comprising 122 gross wells, averaged approximately 1.1 million cubic feet per day of natural gas and 168
barrels of oil per day (48% oil) for the quarter ending September 30, 2024.

In the Mid-con region, the Company divested all of its operated properties in the state of Kansas and Kay County, Oklahoma,
for $1.2 million in net cash proceeds, effective November 1, 2024, with the transaction closing on October 31, 2024. This
package comprised 21 gross wells.

Properties divested during 2024 represented 42% of the beginning of the year reserve volumes. The Company recognized a
$5.0 million loss on the sale of its East Texas properties in the fourth quarter of 2024. The Company considered this a
significant divestment that would significantly alter the relationship between capitalized costs and proved reserves as the
divestiture represented 36% of our reserve volumes and 30% of our reserve value at the date of the divestiture.

The net proceeds from these divestitures were used to fund the continued development of the Company's industrial gas project
in Montana, as well as for general corporate purposes. These divestitures reflect the Company's strategic portfolio
management, exiting non-core geographic regions to enhance liquidity, strengthen the balance sheet, and redirect capital
toward high-growth opportunities.

In 2025, the Company entered into a negotiated post-closing cash settlement and recognized a loss of $424 thousand on our
$6.8 million divestment of properties located in Henderson, Anderson, Liberty, and Chambers County, Texas that closed on
December 31, 2024 (as discussed above). The Company also closed on the sale of a portion of our Wyoming properties for
approximately $500 thousand.



Acquisition of Properties
Wavetech

On June 26, 2024, we entered into and closed the transactions contemplated by, a purchase and sale agreement with Wavetech
Helium (“Wavetech” and the “Purchase Agreement”). Pursuant to the Purchase Agreement, effective June 1, 2024, we
acquired 82.5% of Wavetech's rights under a farmout agreement for approximately 144,000 net acres located across the Kevin
Dome Structure in Toole County, Montana (“the Assigned Rights”). The Assigned Rights vest upon the drilling of two wells
on the property. In consideration for the Assigned Rights, the Company paid Wavetech $2.0 million in cash
and 2.6 million shares of restricted common stock, which were valued at $2.7 million on June 26, 2024. In addition, prior to
the closing of the Purchase Agreement, the Company incurred $0.4 million of transaction costs related to the acquisition of
the Assigned Rights. Additionally, we agreed to be responsible for 100% of capital costs, including costs related to project
exploration, appraisal, development drilling and completion until $20 million has been incurred related to
Wavetech's 17.5% interest. The Company accounted for the acquisition of the Assigned Rights as an asset acquisition.

Synergy

On January 7, 2025, we entered and simultaneously closed the transactions contemplated by, a purchase and sale agreement,
with Synergy Offshore LLC (“Synergy”). Synergy is controlled by Mr. Duane H. King, a member of the Board of Directors
of the Company, who serves as the Chief Executive Officer and Manager of Synergy, and John A. Weinzierl, the Company’s
Chairman, who was then an approximate sixty percent beneficial owner of Synergy.

We acquired approximately 24,000 net operated acres located across the Kevin Dome structure in Toole County, Montana,
including all leases, wells, rights and interests in, under or derived from the acquired acreage subject to Synergy retaining an
undivided twenty percent (20%) of Synergy’s right title and interest in the property.

Consideration for the transaction consisted of the following: (a) $2.0 million in cash, subject to customary adjustments; (b)
1,400,000 shares of the Company’s common stock; (c) a carried working interest whereby the Company agreed to cover and
pay for 100% of Synergy’s costs attributable to the Synergy acreage, until the earlier of (i) 78 months from the closing date;
or (ii) the date the total costs associated therewith total $20 million; (d) our agreement to pay Synergy 18% of the cash
amounts we actually realize from any law or regulation from our sequestration of carbon oxides or similar substances derived
directly from an agreed area of mutual interest including Synergy’s acreage; and (e) our agreement to pay Synergy 18% of
any gain we may receive in connection with the sale of the future, first, gas processing plant located on Synergy’s acreage.

Derivative Activities

On September 10, 2024, the Company settled all of its then outstanding commodity derivative contracts for 2024 and 2025
production receiving $1.8 million. As of December 31, 2025 and 2024, we no longer have any commodity derivative contracts
outstanding.

Underwritten Offering

On January 22, 2025, the Company entered into an underwriting agreement (the “Underwriting Agreement”) with Roth
Capital Partners, LLC (the “Representative”), as representative of the several underwriters named in the Underwriting
Agreement (the “Underwriters”), relating to an underwritten offering of 4,236,000 shares of common stock, par value $0.01
per share, of the Company at a price to the public of $2.65 per share (such offering, the “Offering”).

Under the terms of the Underwriting Agreement, the Company granted the Underwriters a 30-day option to purchase up to
635,400 additional shares of common stock (the “Option”), which was exercised in full on January 25, 2025.

The sale of 4,871,400 shares of common stock (including the full 635,400 Option) in connection with the Offering, closed
on January 23, 2025. The Company intends to use the approximately $12.1 million of net proceeds from the Offering, after
deducting the underwriting discounts and commissions and estimated offering expenses payable by us, for the development
of its recent acquisition in Montana, general corporate purposes, and working capital, or for other purposes that our board of
directors, in their good faith, deems to be in the best interest of the Company. Additionally, management had the ability,
pursuant to the terms of the Underwriting Agreement, to use up to the entire amount of proceeds from the Option exercise to
purchase shares of common stock from Sage Road Capital, LLC (a current shareholder of the Company whose co-manager
is Joshua L. Batchelor, a member of the Board of Directors of the Company) or its affiliates at a price up to the public offering
price of the Offering, less underwriting discounts, which sale took place in January 2025, as discussed below.



Related Party Share Repurchase

On January 27, 2025, the Company entered into a Share Repurchase Agreement with Banner Oil & Gas, LLC (“Banner”),
Woodford Petroleum, LLC (“Woodford”), and Sage Road Energy II, LP, (“Sage Road”, and together with Banner and
Woodford, the “Selling Stockholders”). In his capacity as co-Managing Partner of Sage Road Capital, LLC, which indirectly
controls and manages certain funds which own a majority interest in Banner, Woodford and Sage Road, Joshua L. Batchelor,
a then member of the Board of Directors of the Company, may be deemed to beneficially own the shares of common stock
held by the Selling Stockholders.

Pursuant to the Share Repurchase Agreement, the Company, in a private transaction, outside of, and separate from the
Company’s previously disclosed share repurchase program, on January 27, 2025, repurchased (a) 534,020 shares of common
stock held by Banner, (b) 41,229 shares of common stock held by Woodford, and (c) 60,151 shares of common stock held
by Sage Road, for an aggregate of $1,574,362 or $2.47775 per share, which is the price per share of the 4,871,400 shares of
common stock which we sold in our underwritten public offering which closed on January 23, 2025, less underwriting
discounts and commissions, and which represented an 8.2% premium to the closing sales price of the Company’s common
stock on January 27, 2025.

The Share Repurchase Agreement contains customary representations, warranties and covenants of the parties. The share
repurchase was approved by the disinterested members of the Board of Directors of the Company, as well as the Company’s
Audit Committee, comprised solely of independent directors not affiliated with Mr. Batchelor or the Selling Stockholders.

Stock Repurchase Program

On January 29, 2025, the Board of Directors of the Company authorized and approved an extension of a then ongoing share
repurchase program for up to $5.0 million of the outstanding shares of the Company’s common stock originally approved by
the Board of Directors on April 26, 2023 and subsequently extended, subject to any future extensions in the discretion of the
Board of Directors of the Company, the repurchase program is now scheduled to expire on June 30, 2026, when a maximum
of $5.0 million of the Company’s common stock has been repurchased, or when such program is discontinued by the Board
of Directors.

Under the stock repurchase program, shares may be repurchased from time to time in the open market or through negotiated
transactions at prevailing market prices, or by other means in accordance with federal securities laws. Repurchases will be
made at management’s discretion at prices management considers to be attractive and in the best interests of both the
Company and its stockholders, subject to the availability of stock, general market conditions, the trading price of the stock,
alternative uses for capital, and the Company’s financial performance. The repurchase program will be funded using the
Company’s working capital.

For the year ended December 31, 2025, the Company repurchased 197,400 shares of common stock for $317 thousand, at a
weighted average price of $1.61 per share. For the year ended December 31, 2024, the Company repurchased 617,000 shares
for $730 thousand at a weighted average price of $1.18 per share. As of December 31, 2025, a total of $3.5 million remained
available under the repurchase program for future repurchases.

Credit Facility

On September 16, 2025, effective August 1, 2025, the Company entered into a First Amendment to Credit Agreement and
Limited Waiver (“Amendment”) with FirstBank, as administrative agent for the lenders party thereto, and such lenders.
Significant revisions made to the Credit Amendment as a result of the Amendment include extending the maturity date of
amounts owed from January 5, 2026 to May 31, 2029, lowering the borrowing base from $20.0 million to $10.0 million, and
deferring the next test period for the ratio of total debt to EBITDAX to March 31, 2026.

Committed Equity Facility

On October 9, 2025, we entered into a purchase agreement and a related registration rights agreement (the “Registration
Rights Agreement”) with Roth Principal Investments, LLC (“Roth Principal Investments”). Subject to the terms and
conditions of the purchase agreement, we may, in our sole discretion, sell to Roth Principal Investments up to $25,000,000
of shares of our common stock (the “Commitment Amount”) from time to time during the term of the purchase agreement.
We are under no obligation to sell any shares, and Roth Principal Investments is required to purchase shares only as directed
by us and subject to the Purchase Agreement.



Pursuant to the Registration Rights Agreement, we filed a registration statement to register the resale of up to 24,100,000
shares of common stock, consisting of (i) up to 23,876,859 shares of common stock that we may elect to sell to Roth Principal
Investments (the “Purchase Shares”) and (ii) 223,141 shares of common stock issued to Roth Principal Investments upon
execution of the Purchase Agreement (the “Commitment Shares”).

From and after December 1, 2025, and for a period of up to 24 months (the “Commitment Period”), unless earlier terminated,
we may direct Roth Principal Investments to purchase shares of common stock through one or more “Market Open Purchases”
or “Intraday Purchases,” each subject to the terms, conditions, notice requirements, and limitations set forth in the Purchase
Agreement, including the requirement that the closing sale price of our common stock on the trading day immediately prior
to the applicable Purchase Date is not less than the “Threshold Price.”

The per share purchase price for shares sold in a Market Open Purchase or an Intraday Purchase is based on the volume
weighted average price (“VWAP”) of our common stock during the applicable valuation period, less a fixed 2.5% discount,
subject to the applicable minimum price thresholds and other adjustments set forth in the Purchase Agreement. There is no
upper limit on the per share price that Roth Principal Investments may be required to pay.

We control the timing and amount of any sales under the purchase agreement. Actual sales, if any, will depend on market
conditions, the trading price of our common stock and our capital needs. Net proceeds, if any, are expected to be used for
working capital and general corporate purposes.

Under applicable Nasdaq rules, issuances under the purchase agreement may not exceed 7,123,382 shares of common stock,
representing 19.99% of the shares outstanding immediately prior to execution of the purchase agreement (the “Exchange
Cap”), unless stockholder approval is obtained or the average price paid by Roth Principal Investments equals or exceeds
$1.2788, in which case the Exchange Cap will not apply. In addition, issuances may not result in Roth Principal Investments
and its affiliates beneficially owning more than 4.99% of our outstanding common stock (the “Beneficial Ownership
Limitation”).

The purchase agreement will terminate upon the earliest to occur of the expiration of the Commitment Period, the purchase
of the full Commitment Amount, certain listing or bankruptcy events, or earlier termination by us upon 10 trading days’ prior
written notice. Neither the purchase agreement nor the Registration Rights Agreement may be assigned or amended except
as expressly permitted therein.

As consideration for Roth Principal Investments’ commitment, we paid a $25,000 structuring fee, issued 223,141
Commitment Shares, agreed to pay a $180,000 cash commitment fee (the “Cash Commitment Fee”), and agreed to potential
make-whole payments of up to $270,000 under certain circumstances. We also agreed to reimburse Roth Principal
Investments’ legal fees in the amounts specified in the purchase agreement.

Because the purchase price for Purchase Shares is based on future VWAP calculations, we cannot determine the actual
number of shares that may be issued under the purchase agreement. If all shares registered for resale under this prospectus
were issued, such issuances would result in significant dilution to existing stockholders.

Environmental Laws and Regulations

Environmental Matters

Our operations and properties are subject to extensive and changing federal, state and local laws and regulations relating to
environmental protection, including the generation, storage, handling, emission, transportation and discharge of materials
into the environment, and relating to safety and health. The recent trend in environmental legislation and regulation generally

is toward stricter standards, and this trend will likely continue. These laws and regulations may:

e  Require the acquisition of a permit or other authorization before construction or drilling commences and for certain
other activities;

e Limit or prohibit construction, drilling and other activities on certain lands lying within wilderness and other
protected areas; and

e Impose substantial liabilities for pollution resulting from operations.
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The permits required for our operations may be subject to revocation, modification and renewal by issuing authorities.
Governmental authorities have the power to enforce their regulations, and violations are subject to fines or injunctions, or
both. In the opinion of management, we are in substantial compliance with current applicable environmental laws and
regulations and have no significant commitments for capital expenditures to comply with existing environmental
requirements, although future regulatory changes could require additional capital expenditures. Nevertheless, changes in
existing environmental laws and regulations or in interpretations thereof could have a significant impact on our company, as
well as the oil and natural gas industry in general.

Comprehensive Environmental, Response, Compensation, and Liability Act (‘CERCLA”). CERCLA and comparable state
statutes impose strict, joint and several liabilities on owners and operators of sites and on persons who disposed of or arranged
for the disposal of “hazardous substances” found at such sites. These persons include the owner or operator of the site where
the release occurred, persons who disposed or arranged for the disposal of hazardous substances at the site, and any person
who accepted hazardous substances for transportation to the site. CERCLA authorizes the Environmental Protection Agency
(“EPA”), state environmental agencies, and in some cases third parties, to take actions in response to threats to the public
health or the environment and to seek to recover from the responsible classes of persons the costs they incur. It is not
uncommon for the neighboring landowners and other third parties to file claims for personal injury and property damage
allegedly caused by the hazardous substances released into the environment. Although CERCLA currently excludes
petroleum from its definition of “hazardous substance,” state laws affecting our operations may impose clean-up liability
relating to petroleum and petroleum related products.

Waste Handling. The Resource Conservation and Recovery Act (“RCRA”) and comparable state statutes regulate the
generation, transportation, treatment, storage, disposal, and cleanup of hazardous and non-hazardous wastes. Under the
auspices of the EPA, individual states administer some or all of the provisions of RCRA, sometimes in conjunction with their
own, more stringent requirements. Drilling fluids, produced water, and most of the other wastes associated with the
exploration, development, and production of oil or gas are currently regulated under RCRA’s non-hazardous waste
provisions. However, it is possible that certain oil and gas exploration and production wastes now classified as non-hazardous
could be reclassified as hazardous wastes in the future. Any such change could result in an increase in our costs to manage
and dispose of wastes, which could have a material adverse effect on our results of operations and financial position.

Endangered Species. The federal Endangered Species Act and analogous state laws regulate activities that could have an
adverse effect on threatened or endangered species. Some of our operations are conducted in areas where protected species
are known to exist. In these areas, we may be obligated to develop and implement plans to avoid potential adverse impacts
on protected species, and we may be prohibited from conducting operations in certain locations or during certain seasons,
such as breeding and nesting seasons. It is also possible that a federal or state agency could order a complete halt to activities
in certain locations if it is determined that such activities may have a serious adverse effect on a protected species. The
presence of a protected species in areas where we perform drilling, completion, and production activities could impair our
ability to timely complete well drilling and development and could adversely affect our future production from those areas.

Air Emissions. The federal Clean Air Act (the “CAA”) and state air pollution laws and regulations provide a framework for
national, state and local efforts to protect air quality. Applicable to our business and operations, the CAA regulates emissions
from oil and natural gas production and processing operations. The CAA includes New Source Performance Standards
("NSPS") for the oil and natural gas source category addressing emissions of methane, volatile organic compounds ("VOCs"),
and other pollutants, as well as National Emissions Stands for Hazardous Air Pollutants ("NESHAP"). Further, the CAA
regulates the emissions from compressors, dehydrators, storage tanks and other production equipment as well as leak
detection for natural gas processing plants. These rules have required a number of modifications to the operations of our
third-party operating partners, including the installation of new equipment to control emissions from compressors.

In addition, the EPA has adopted, and continues to adopt and revise, regulations governing emissions from oil and natural
gas operations. These regulations include expanded methane emission standards and leak detection requirements applicable
to both new and existing sources. We do not expect that currently applicable NSPS or NESHAP requirements will have a
material adverse effect on our business, financial condition or results of operations; however, future regulatory changes could
require additional permitting, operational modifications or capital expenditures.

On December 17, 2014, the EPA proposed to revise and lower the existing 75 pounds per barrel (ppb) National Ambient Air
Quality Standard (“NAAQS”) for ozone under the CAA to a range within 65-70 ppb. On October 1, 2015, the EPA finalized
a rule that lowered the standard to 70 ppb. This lowered ozone NAAQS could result in an expansion of ozone nonattainment
areas across the United States, including areas in which we operate. Oil and natural gas operations in ozone nonattainment
areas likely would be subject to more stringent emission controls, emission offset requirements for new sources, and increased
permitting delays and costs.
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Permit and related compliance obligations under the CAA, each state’s development and promulgation of regulatory programs
to comport with federal requirements, as well as changes to state implementation plans for controlling air emissions in
regional non-attainment or near-non-attainment areas, may require oil and natural gas exploration and production operators
to incur future capital and operating expenditures in connection with the addition or modification of existing air emission
control equipment and strategies.

Global Warming and Climate Change. Various state governments and regional organizations have enacted, or are
considering enacting, new legislation and promulgating new regulations governing or restricting the emission of Greenhouse
Gases ("GHGs"), including from facilities, vehicles and equipment. Legislative and regulatory proposals for restricting GHG
emissions or otherwise addressing climate change could require us to incur additional operating costs and could adversely
affect demand for the oil and natural gas that we sell or the cost of the equipment and other materials we use. The potential
increase in our operating costs could include new or increased costs to obtain permits, operate and maintain our equipment,
install new emission controls on our equipment, pay taxes related to our greenhouse gas emissions and administer and manage
a greenhouse gas emissions program.

Additionally, the development of a federal renewable energy standard, or the development of additional or more stringent
renewable energy standards at the state level could reduce the demand for the oil and gas we produce, thereby adversely
impacting our earnings, cash flows and financial position. A cap-and-trade program generally would cap overall greenhouse
gas emissions on an economy-wide basis and require major sources of greenhouse gas emissions or major fuel producers to
acquire and surrender emission allowances. A federal cap and trade program or expanded use of cap and trade programs at
the state level could impose direct costs on us through the purchase of allowances and could impose indirect costs by
incentivizing consumers to shift away from fossil fuels. In addition, federal or state carbon taxes could directly increase our
costs of operation and similarly incentivize consumers to shift away from fossil fuels.

In addition, activists concerned about the potential effects of climate change have directed their attention at sources of funding
for fossil-fuel energy companies, which has resulted in an increasing number of financial institutions, funds and other sources
of capital restricting or eliminating their investment in oil and natural gas activities. Ultimately, this may make it more difficult
and expensive for us to secure funding. Members of the investment community have also begun to screen companies such as
ours for sustainability performance, including practices related to greenhouse gases and climate change, before investing in
our securities. Any efforts to improve our sustainability practices in response to these pressures may increase our costs, and
we may be forced to implement technologies that are not economically viable in order to improve our sustainability
performance and to meet the specific requirements to perform services for certain customers.

These various legislative, regulatory and other activities addressing greenhouse gas emissions could adversely affect our
business, including by imposing reporting obligations on, or limiting emissions of greenhouse gases from, our equipment and
operations, which could require us to incur costs to reduce emissions of greenhouse gases associated with our operations.
Limitations on greenhouse gas emissions could also adversely affect demand for oil and gas, which could lower the value of
our reserves and have a material adverse effect on our profitability, financial condition and liquidity.

Compliance with GHG laws or taxes could significantly increase our costs, reduce demand for fossil energy derived products,
impact the cost and availability of capital and increase our exposure to litigation. Such laws and regulations could also
increase demand for less carbon intensive energy sources.

Water discharges. The federal Water Pollution Control Act (“Clean Water Act”) and analogous state laws impose restrictions
and strict controls with respect to the discharge of pollutants, including spills and leaks of oil and other substances, into waters
of the United States and states. The discharge of pollutants into regulated waters is prohibited, except in accordance with the
terms of a permit issued by the EPA, or analogous state agencies. This includes the discharge of certain storm water without
a permit which requires periodic monitoring and sampling. In addition, the Clean Water Act regulates wastewater generated
by unconventional oil and gas operations during the hydraulic fracturing process and discharged to publicly-owned
wastewater treatment facilities. The Clean Water Act also prohibits discharge of dredged or fill material into waters of the
United States, including wetlands, except in accordance with the terms of a permit issued by the United States Army Corps
of Engineers, or a state, if the state has assumed authority to issue such permits. Federal and state regulatory agencies can
impose administrative, civil, and criminal penalties for non-compliance with discharge permits or other requirements of the
Clean Water Act and analogous state laws and regulations.

0il Pollution Act of 1990 (“OPA”). OPA addresses prevention, containment and cleanup, and liability associated with oil
pollution. OPA applies to vessels, offshore platforms, and onshore facilities. OPA subjects owners of such facilities to strict
liability for containment and removal costs, natural resource damages, and certain other consequences of oil spills into
jurisdictional waters. Any unpermitted release of petroleum or other pollutants from our operations could result in
governmental penalties and civil liability.
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Safe Drinking Water Act (“SDWA”). The disposal of oil and natural gas wastes into underground injection wells are subject
to the federal Safe Drinking Water Act, as amended, and analogous state laws. The SDWA’s Underground Injection Control
(“UIC”) Program establishes requirements for permitting, testing, monitoring, recordkeeping and reporting of injection well
activities as well as a prohibition against the migration of fluid containing any contaminants into underground sources of
drinking water. State programs may have analogous permitting and operational requirements. In response to concerns related
to increased seismic activity in the vicinity of injection wells, regulators in some states are considering additional
requirements related to seismic safety. For example, the Texas Railroad Commission (“RRC”) has adopted oil and natural
gas permit rules for wells used to dispose of saltwater and other fluids resulting from the production of oil and natural gas in
order to address these seismic activity concerns within the state. Among other things, the rules require companies seeking
permits for disposal wells to provide seismic activity data in permit applications, provide for more frequent monitoring and
reporting for certain wells, and allow the RRC to modify, suspend, or terminate permits on grounds that a disposal well is
likely to be, or determined to be, causing seismic activity. If new regulatory initiatives are implemented that restrict or prohibit
the use of underground injection wells in areas where we rely upon the use of such wells in our operations, our costs to operate
may significantly increase and our ability to continue production may be delayed or limited, which could have a material
adverse effect on our results of operations and financial position. In addition, any leakage from the subsurface portions of the
injection wells may cause degradation of freshwater, potentially resulting in cancellation of operations of a well, issuance of
fines and penalties from governmental agencies, incurrence of expenditures for remediation of the affected resource, and
imposition of liability by third parties for property damages and personal injury.

The Occupational Safety and Health Act (“OSHA”). OSHA and comparable state laws regulate the protection of the health
and safety of employees. The federal Occupational Safety and Health Administration has established workplace safety
standards that provide guidelines for maintaining a safe workplace in light of potential hazards, such as employee exposure
to hazardous substances. OSHA also requires employee training and maintenance of records, and the OSHA hazard
communication standard and EPA community right-to-know regulations under the Emergency Planning and Community
Right-to-Know Act of 1986 require that we organize and disclose information about hazardous materials used or produced
in our operations.

Hydraulic Fracturing. Substantially all of the oil and natural gas production in which we have interests is developed from
unconventional sources that require hydraulic fracturing as part of the completion process. Hydraulic fracturing is an
important and common practice used to stimulate production of hydrocarbons from tight shale formations. We routinely
utilize hydraulic fracturing techniques in most of our drilling and completion programs. The process involves the injection of
water, sand, and chemicals under pressure into the formation to fracture the surrounding rock and stimulate production. The
process is typically regulated by state oil and gas commissions. However, even on private lands, the EPA has asserted federal
regulatory authority over hydraulic fracturing involving diesel additives under the Safe Drinking Water Act’s Underground
Injection Control Program. The federal Safe Drinking Water Act protects the quality of the nation’s public drinking water
through the adoption of drinking water standards and controlling the injection of waste fluids, including saltwater disposal
fluids, into below-ground formations that may adversely affect drinking water sources.

Increased regulation and scrutiny on oil and gas activities involving hydraulic fracturing techniques could potentially lead to
a decrease in the completion of new oil and gas wells, an increase in compliance costs, delays, and changes in federal income
tax laws, all of which could adversely affect our financial position, results of operations, and cash flows. As new laws or
regulations that significantly restrict hydraulic fracturing are adopted at the state and local levels, such laws could make it
more difficult or costly for us to perform fracturing to stimulate production from tight formations. In addition, if hydraulic
fracturing becomes regulated at the federal level as a result of federal legislation or regulatory initiatives by the EPA or other
federal agencies, our fracturing activities could become subject to additional permitting requirements, which could result in
additional permitting delays and potential increases in costs. Restrictions on hydraulic fracturing could also reduce the amount
of oil and gas that we are ultimately able to produce from our reserves.

We believe the trend in local, state, and federal environmental legislation and regulation will continue toward stricter
standards, particularly under President Biden’s administration. While we believe we are in substantial compliance with
existing environmental laws and regulations applicable to our current operations and that our continued compliance with
existing requirements will not have a material adverse impact on our financial condition and results of operations, we cannot
give any assurance that we will not be adversely affected in the future.

National Environmental Policy Act (‘NEPA”). Oil and natural gas exploration, development and production activities on
federal lands, including tribal lands and lands administered by the BLM, are subject to NEPA. NEPA requires federal
agencies, including the BLM, to evaluate major agency actions having the potential to significantly impact the environment.
In the course of such evaluations, an agency will prepare an Environmental Assessment that assesses the potential direct,
indirect and cumulative impacts of a proposed project and, if necessary, will prepare a more detailed Environmental Impact
Statement that may be made available for public review and comment. If we were to conduct any exploration and production
activities on federal lands in the future, those activities may need to obtain governmental permits that are subject to the
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requirements of NEPA. This process has the potential to delay, limit or increase the cost of developing oil and natural gas
projects. Authorizations under NEPA are also subject to protest, appeal or litigation, any or all of which may delay or halt
projects. Many of our activities and those of our third-party operating partners are covered under categorical exclusions which
results in a shorter NEPA review process, however, the impact of the NEPA review process on our activities and those of our
third-party operating partners is uncertain at this time and could lead to delays and increased costs that could materially
adversely affect our revenues and results of operations.

Governmental Regulation

Our operations are subject to various rules, regulations and limitations impacting the oil and natural gas exploration and
production industry as a whole.

Regulation of Oil and Natural Gas Production

Our oil and natural gas exploration, production and related operations are subject to extensive rules and regulations
promulgated by federal, state, tribal and local authorities and agencies. For example, North Dakota requires permits for
drilling operations, drilling bonds and reports concerning operations and imposes other requirements relating to the
exploration and production of oil and natural gas. Many states may also have statutes or regulations addressing conservation
matters, including provisions for the unitization or pooling of oil and natural gas properties, the location of wells, the method
of drilling and casing wells, the surface use and restoration of properties upon which wells are drilled, the sourcing and
disposal of water used in the process of drilling, the flaring of natural gas, completion and abandonment, the establishment
of maximum rates of production from wells, and the regulation of spacing, plugging and abandonment of such wells. The
effect of these regulations is to limit the amount of oil and natural gas that we can produce from our wells and to limit the
number of wells or the locations at which we can drill. Moreover, many states impose a production or severance tax with
respect to the production and sale of oil, natural gas and natural gas liquids within their jurisdictions. Failure to comply with
any such rules and regulations can result in substantial penalties. The regulatory burden on the oil and natural gas industry
will most likely increase our cost of doing business and may affect our profitability. Because such rules and regulations are
frequently amended or reinterpreted, we are unable to predict the future cost or impact of complying with such laws.
Significant expenditures may be required to comply with governmental laws and regulations and may have a material adverse
effect on our financial condition and results of operations. Additionally, currently unforeseen environmental incidents may
occur or past non-compliance with environmental laws or regulations may be discovered. Therefore, we are unable to predict
the future costs or impact of compliance. Additional proposals and proceedings that affect the oil and natural gas industry are
regularly considered by Congress, the states, the Federal Energy Regulatory Commission (“FERC”) and the courts. We
cannot predict when or whether any such proposals may become effective.

Regulation of Transportation of Oil

Sales of crude oil, condensate and natural gas liquids are not currently regulated and are made at negotiated prices.
Nevertheless, Congress could re-enact price controls in the future. Our sales of crude oil are affected by the availability, terms
and cost of transportation. The transportation of oil by common carrier pipelines is also subject to rate and access regulation.
The FERC regulates interstate oil pipeline transportation rates under the Interstate Commerce Act. In general, interstate oil
pipeline rates must be cost-based, although settlement rates agreed to by all shippers are permitted and market-based rates
may be permitted in certain circumstances. The FERC has implemented regulations establishing an indexing system (based
on inflation) for transportation rates for oil pipelines that allows a pipeline to increase its rates annually up to a prescribed
ceiling, without making a cost-of-service filing. Every five years, the FERC reviews the appropriateness of the index level in
relation to changes in industry costs.

Intrastate oil pipeline transportation rates are subject to regulation by state regulatory commissions. The basis for intrastate
oil pipeline regulation and the degree of regulatory oversight and scrutiny given to intrastate oil pipeline rates varies from
state to state. Insofar as effective interstate and intrastate rates are equally applicable to all comparable shippers, we believe
that the regulation of oil transportation rates will not affect our operations in any way that is of material difference from those
of our competitors that are similarly situated.

Further, interstate and intrastate common carrier oil pipelines must provide service on a non-discriminatory basis. Under this
open access standard, common carriers must offer service to all similarly situated shippers requesting service on the same
terms and under the same rates. When oil pipelines operate at full capacity, access is generally governed by pro-rationing
provisions set forth in the pipelines’ published tariffs. Accordingly, we believe that access to oil pipeline transportation
services generally will be available to us to the same extent as to our similarly situated competitors.
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Regulation of Transportation and Sales of Natural Gas

Historically, the transportation and sale for resale of natural gas in interstate commerce has been regulated by the FERC under
the Natural Gas Act of 1938 (“NGA”), the Natural Gas Policy Act of 1978 (“NGPA”) and regulations issued under those
statutes. In the past, the federal government has regulated the prices at which natural gas could be sold. While sales by
producers of natural gas can currently be made at market prices, Congress could reenact price controls in the future.

Onshore gathering services, which occur upstream of FERC jurisdictional transmission services, are regulated by the states.
Although the FERC has set forth a general test for determining whether facilities perform a non-jurisdictional gathering
function or a jurisdictional transmission function, the FERC’s determinations as to the classification of facilities is done on a
case-by-case basis. State regulation of natural gas gathering facilities generally includes various safety, environmental and,
in some circumstances, nondiscriminatory take requirements. Although such regulation has not generally been affirmatively
applied by state agencies, natural gas gathering may receive greater regulatory scrutiny in the future.

Intrastate natural gas transportation and facilities are also subject to regulation by state regulatory agencies, and certain
transportation services provided by intrastate pipelines are also regulated by FERC. The basis for intrastate regulation of
natural gas transportation and the degree of regulatory oversight and scrutiny given to intrastate natural gas pipeline rates and
services varies from state to state. Insofar as such regulation within a particular state will generally affect all intrastate natural
gas shippers within the state on a comparable basis, we believe that the regulation of similarly situated intrastate natural gas
transportation in any states in which we operate and ship natural gas on an intrastate basis will not affect our operations in
any way that is of material difference from those of our competitors. Like the regulation of interstate transportation rates, the
regulation of intrastate transportation rates affects the marketing of natural gas that we produce, as well as the revenues we
receive for sales of our natural gas.

Research and Development
No research and development expenditures have been incurred during the past two fiscal years.
Insurance
We have general liability and property insurance coverage in amounts we deem sufficient for our business operations,
consisting of property loss insurance on major assets for the approximate value of the assets and additional liability and
operator’s and control of well insurance for our industrial gas, oil and natural gas operations and drilling programs. We do
not have insurance coverage for the lost revenues associated with a business interruption, nor do we have coverage for the
loss of our oil and natural gas reserves. There is no guarantee that any insurance coverage would be sufficient to protect the
value of our assets or to fully cover any losses sustained. Payment of substantial liabilities in excess of coverage could require
diversion of internal capital away from regular business, which could result in curtailment of projected future operations.
Human Capital
As of March 6, 2026, we had 20 employees, none of whom were subject to a collective bargaining agreement. In addition,
we utilize several consultants on an as-needed basis. We recognize that our employees are our most valuable assets and drive
the way we pursue our short-term and long-term goals. To attract and retain talent we promote:

e integrity and ethical behavior in the conduct of our business;

e environmental, health and safety priorities:

e prioritizing the success of others and the team;

e communicating why we do what we do and how every employee contributes to achieving success; and

e support for team members’ professional and personal development.
The core values of integrity and ethical behavior are the pillars of our culture, and as a result, the health and safety of our
employees and contractors is our highest priority. All employees are responsible for upholding Company-wide standards and

values. We have policies designed to promote ethical conduct and integrity that employees are required to read and
acknowledge.
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We strive to provide competitive, performance-based compensation and benefits to our employees, including market-
competitive pay, and various healthcare, retirement, and other benefit packages. The Compensation Committee of our Board
of Directors oversees our compensation programs and designs programs to incentivize achievement of our corporate strategy
and the matters of importance to our stakeholders.

Forward Plan and Development

In 2026 and beyond, we intend to seek additional opportunities in the oil, natural gas and industrial gas sectors, including but
not limited to further acquisition of assets, participation with industry partners, and the acquisition of existing companies. We
also plan to finalize the detailed engineering of our processing facility and related activities necessary to begin to bring the
plant online. These activities include but are not limited to acquiring surface acreage, negotiating rights of way and offtake
agreements, designing power infrastructure, and generating capital to fully fund development. Our share repurchase program
was extended to June 30, 2026. Repurchases of shares may resume in 2026 so long as share prices remain attractive and
repurchases remain in the best interests of both the Company and its stockholders.

Business Strategy
Key elements of our business strategy include:

e  Deploy our Capital in a Conservative and Strategic Manner and Review Opportunities to Bolster our Liquidity. In
the current industry environment, maintaining liquidity is critical. Therefore, we plan to be highly selective in the
projects we evaluate and to review opportunities to bolster our liquidity and financial position through various
means.

e  FEvaluate and Pursue Value-Enhancing Transactions. We plan to continuously evaluate strategic alternative
opportunities with the goal of enhancing stockholder value.

Industry Operating Environment

The industrial gas and oil and natural gas industries are affected by many factors that we cannot control. Government
regulations, particularly in the areas of taxation, energy, climate change and the environment, can have a significant impact
on operations and profitability. Significant factors that may impact commodity prices in the current fiscal year and future
periods include international conflicts, the level of inflation and interest rates, access to capital at commercial reasonable
costs, and related political developments in response to tariffs and international conflicts, demand in domestic, Asian and
European markets, and the extent to which exporting nations manage commodity supply or incentivize incremental
production. Seasonal weather patterns and economic cycles also have a significant impact on commodity prices in both the
industrial gas and oil and gas industries.

These factors may adversely impact the supply and demand for our products and influence our ability to develop, produce,
process and transport industrial gas, oil and natural gas. This uncertainty also affects management’s accounting estimates and
assumptions, which could result in greater variability in a variety of areas that depend on these estimates and assumptions,
including investments, receivables, and forward-looking guidance.

Seasonality

Winter weather conditions can limit or temporarily halt our drilling and development activities. These constraints and the
resulting shortages or high costs could delay or temporarily halt the operations and materially increase our operating and
capital costs. Such seasonal anomalies can also pose timing challenges and may increase competition for equipment, supplies
and personnel during the spring and summer months, which could lead to shortages and increase costs or delay or temporarily
halt our operations and those of our operating partners.

Title to Properties

Title to properties is subject to royalty, overriding royalty, carried working, net profits, working and other similar interests
and contractual arrangements, liens for current taxes not yet due and other encumbrances. As is customary in the case of
undeveloped properties, limited investigation of record title is made at the time of acquisition (other than preliminary review

of local records).

Investigation, including a title opinion of local counsel, generally is made before commencement of drilling operations.
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Marketing, Major Customers and Delivery Commitments

Markets for industrial gases, oil and natural gas are volatile and are subject to wide fluctuations depending on numerous
factors beyond our control, including seasonality, economic conditions, foreign imports, political conditions, actions by
exporting countries, and domestic demand, government regulations and policies. All of our existing oil and gas production is
marketed by our industry partners for our benefit and is sold to competing buyers, including large oil refining companies and
independent marketers. Substantially all of our production is sold pursuant to agreements with pricing based on prevailing
commodity prices, subject to adjustment for regional differentials and similar factors. Our industrial gas project is under
development and as such, there is no industrial gas production that is currently marketed. We had no significant delivery
commitments as of December 31, 2025.

Competition

Our operations are highly competitive in the search for and acquisition of oil, natural gas, and industrial gas resources. Our
competitors principally consist of independent operators, small, and intermediate-sized industrial gas, oil and natural gas
companies. Specifically, we compete for property acquisitions and our operating partners compete for the equipment and
labor required to operate and develop our properties. Our competitors may be able to pay more for properties and may be
able to define, evaluate, bid for and purchase a greater number of properties than we can. Ultimately, our future success will
depend on our ability to develop or acquire additional reserves and resources at costs that allow us to remain competitive.

Available Information

The Company’s Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and
amendments to reports filed pursuant to Sections 13(a) and 15(d) of the Exchange Act, are filed with the U.S. Securities and
Exchange Commission. Such reports and other information filed by the Company with the SEC are available free of charge
at https://investors.usnrg.com/investors/sec-filings when such reports are available on the SEC’s website. The Company
periodically provides other information for investors on its corporate website, https://usnrg.com. Further, the Company’s
references to website URLs are intended to be inactive textual references only. Copies of documents filed by us with the SEC
are also available from us without charge, upon oral or written request to our Secretary, who can be contacted at the address
and telephone number set forth on the cover page of this Report. You may also find information related to our corporate
governance, board committees and code of ethics on our website.

The Company uses, and will continue to use, its website (https://usnrg.com) and press releases, as additional means of
disclosing public information to investors, the media and others interested in the Company. It is possible that certain
information that the Company posts on its website, and/or disseminated in press releases could be deemed to be material
information, and the Company encourages investors, the media and others interested in the Company to review the business
and financial information that the Company posts on its website and disseminates in press releases, as such information could
be deemed to be material information.

The information contained on the websites referenced in this Form 10-K is not incorporated by reference into this filing.
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Item 1A. Risk Factors.

An investment in our common stock involves a high degree of risk. You should carefully consider the risks described below
as well as the other information in this filing before deciding to invest in our company. Any of the risk factors described below
could significantly and adversely affect our business, prospects, financial condition and results of operations. Additional
risks and uncertainties not currently known or that are currently considered to be immaterial may also materially and
adversely affect our business, prospects, financial condition and results of operations. As a result, the trading price or value
of our common stock could be materially adversely affected, and you may lose all or part of your investment.

Summary Risk Factors

An investment in our securities involves a high degree of risk. You should carefully consider the risks summarized below.
These risks include, but are not limited to, the following:

our ability to obtain sufficient cash flow from operations, borrowing, equity issuances, or other sources to fully
develop our undeveloped acreage positions;

volatility in industrial gas and oil and natural gas prices, including declines in prices, which would have a negative
impact on operating cash flow and could require further ceiling test write-downs or impairments on our oil and
natural gas assets;

the possibility that our business may be subject to new adverse regulatory or legislative actions (including changes
to existing tax rules and regulations and changes in environmental regulation);

the general risks of exploration and development activities, including the failure to find sufficient commercial
quantities of industrial gas, oil and natural gas to provide a reasonable return on investment;

future production rates, and/or the ultimate recoverability of reserves, falling below estimates;
the ability to replace oil and natural gas reserves and industrial gas resources as they deplete from production;
environmental risks;

risks associated with our plan to develop additional operating capabilities, including the potential inability to recruit
and retain personnel with the requisite skills and experience and liabilities we could assume or incur as an operator
or to acquire operated properties or obtain operatorship of existing properties;

availability of pipeline capacity and other means of transporting production, and related midstream infrastructure
and services;

competition in leasing new acreage and for drilling programs with operating companies, resulting in less favorable
terms or fewer opportunities being available;

higher drilling and completion costs related to competition for drilling and completion services and shortages of
labor and materials;

disruptions resulting from unanticipated weather events, natural disasters, and public health crises and pandemics,
such as the coronavirus, resulting in possible delays of drilling and completions and the interruption of anticipated
production streams of hydrocarbons, which could impact expenses and revenues;

our lack of effective disclosure controls and procedures and internal control over financial reporting;

our ability to maintain the listing of our common stock on The Nasdaq Capital Market;

dilution caused by new equity and/or debt offerings, including from sales under the purchase agreement with Roth
Principal Investments;
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e our need for additional capital to complete future acquisitions, conduct our operations and fund our business, and
our ability to obtain such necessary funding on favorable terms, if at all and dilution caused by new equity and/or
debt offerings;

e the speculative nature of our industrial gas, oil and gas operations, and general risks associated with the exploration
for, and production; including accidents, equipment failures or unanticipated mechanical problems which may occur
while drilling or completing wells or in production activities; operational hazards and unforeseen interruptions for
which we may not be adequately insured; the threat and impact of terrorist attacks, cyber-attacks or similar
hostilities; declining reserves and production; and losses or costs we may incur as a result of title deficiencies or
environmental issues in the properties in which we invest, any one of which may adversely impact our operations;

e changes in the legal and regulatory environment, including new or amended environmental legislation or
regulatory initiatives which could result in increased costs, additional operating restrictions, or delays, or have

other adverse effects on us;

e improvements in, or new discoveries of alternative energy technologies that could have a material adverse effect on
our financial condition and results of operations;

our need to construct a processing facility, gathering and transportation system and power infrastructure in order
to process and sell industrial gases which we plan to produce;

e the fact that our officers and directors beneficially own approximately 38 percent of our common stock and that
their interests may be different from other stockholders;

e our dependence on the continued involvement of our present management;

e cconomic downturns and possible recessions caused thereby (including as a result of changes in supply or demand,
inflation and interest rates or global conflicts, such as the current conflicts in the Ukraine and Israel);

e the effects of global pandemics on our operations, properties, the market for our industrial gas, oil and natural gas;

e future litigation or governmental proceedings which could result in material adverse consequences, including
judgments or settlements;

e anti-takeover effects of our governing documents and Delaware law; and

e  Other risks disclosed below under “Risk Factors”.
Risk Factors
The following risk factors should be carefully considered in evaluating the information in this annual report on Form 10-K.
Risks Related to the Industrial Gas, Oil and Natural Gas Industries and Our Business

We may need additional capital to complete future acquisitions, conduct our operations, and fund our business, and our
ability to obtain the necessary funding is uncertain.

We may need to raise additional funding to complete future potential acquisitions and will be required to raise additional
funds through public or private debt or equity financing or other various means to fund our operations and complete workovers
and acquire assets. In such a case, adequate funds may not be available when needed or may not be available on favorable
terms. If we need to raise additional funds in the future by issuing equity securities, (including pursuant to our purchase
agreement with Roth Principal Investments), dilution to existing stockholders will result, and such securities may have rights,
preferences, and privileges senior to those of our common stock. If funding is insufficient at any time in the future and we
are unable to generate sufficient revenue from new business arrangements, to complete future acquisitions or operations, our
results of operations and the value of our securities could be adversely affected.
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Additionally, due to the nature of our business, i.e., that rates of production generally decline over time as oil and gas reserves
and industrial gas resources are depleted, if we are unable to acquire additional properties and/or develop our reserves or
resources, either because we are unable to raise sufficient funding for such development activities, or otherwise, or in the
event we are unable to acquire additional properties, we believe that our revenues will continue to decline over time.
Furthermore, in the event we are unable to raise additional required funding in the future, we will not be able to participate
in the drilling of additional wells, will not be able to complete other drilling and/or workover activities.

If this were to happen, we may be forced to scale back our business plan which could result in the value of our outstanding
securities declining in value.

Industrial gas, oil, natural gas liquids (NGL) and natural gas prices, are volatile and declines in the prices of such
commodities have in the past, and will continue in the future to, adversely affect our business, financial condition or
results of operations, and our ability to meet our capital expenditure obligations or targets and financial commitments.

The price of industrial gas and oil and, to a lesser extent, natural gas and NGLs, heavily influences our revenue, profitability,
cash flows, liquidity, access to capital, present value and quality of our reserves, the nature and scale of our operations, and
our future rate of growth. Industrial gas, oil, NGL, and natural gas are commodities and, therefore, their prices are subject to
wide fluctuations in response to relatively minor changes in supply and demand. In recent years, the markets for industrial
gas, oil and natural gas have been volatile. These markets will likely continue to be volatile in the future. Further, oil prices
and natural gas prices do not necessarily fluctuate in direct relation to each other. The price of crude oil has experienced
significant volatility over the last five years, with the price of a barrel of oil dropping below $20 during the early part of 2020,
due in part to reduced global demand stemming from the global COVID-19 outbreak, and then surging over $125 a barrel in
early March 2022, following Russia’s invasion of Ukraine, before more recently trading around $70-$80 a barrel. A prolonged
period of low market prices for oil and natural gas, or further declines in the market prices for oil and natural gas, will likely
result in capital expenditures being further curtailed and will adversely affect our business, financial condition and liquidity.
Additionally, lower oil and natural gas prices have, and may in the future, cause, a decline in our stock price. The below table
highlights the recent volatility in oil and gas prices by summarizing the high and low daily NYMEX WTI oil spot price and
daily NYMEX natural gas Henry Hub spot price for the periods presented:

Daily NYMEX WTI Daily NYMEX natural
oil spot price gas Henry Hub spot price
(per Bbl) (per Mmbtu)
High Low High Low
Year ended December 31, 2023 .....coovevieciiciiiieeeee $ 93.67 $ 66.61 §$ 378 $ 1.74
Year ended December 31, 2024 ......ocoovveeeveeiiieeeene $ 87.69 §$ 66.73 $ 1320 $ 1.21
Year ended December 31, 2025 .....cccoiiiviiinieiiicne $ 80.73 $ 5544 § 9.86 $ 2.65

Decline in the prices we receive for our oil and natural gas can also adversely affect our ability to finance capital expenditures,
make acquisitions, raise capital and satisfy our financial obligations. In addition, declines in prices can reduce the amount of
industrial gas, oil and natural gas that we can produce economically and the estimated future cash flow from that production
and, as a result, adversely affect the quantity and present value of our proved reserves. Among other things, a reduction in
the amount or present value of our reserves can limit the capital available to us, and the availability of other sources of capital
likely will be based to a significant degree on the estimated quantity and value of the reserves.

As described above, industrial gas, oil, NGLs, and natural gas are commodities and, therefore, their prices are subject to wide
fluctuations in response to relatively minor changes in supply and demand. Historically, the commodities market has been
volatile. An extended period of continued lower prices, or additional price declines, will have further adverse effects on us.
The prices we receive for any future production and levels of such production, will continue to depend on numerous factors,
including the following:

e the domestic and foreign demand and supply of industrial gas, oil, NGLs, and natural gas;
e the prices and availability of competitors’ supply of industrial gas, oil, NGLs, and natural gas;

e the actions of the exporting countries or organizations such as Organization of Petroleum Exporting Countries, and
state-controlled companies relating to price and production controls;

e the price and quantity of foreign imports of industrial gas, oil, NGLs, and natural gas;
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e the impact of U.S. dollar exchange rates on industrial gas, oil, NGLs, and natural gas prices and interest rates and
inflation;

e domestic and foreign governmental regulations and taxes;
e speculative trading of industrial gas, oil, NGLs, and natural gas futures contracts;

e Jocalized supply and demand fundamentals, including the availability, proximity, and capacity of gathering and
transportation systems for natural gas;

e the availability of pipeline, other transportation and refining capacity;
e the prices and availability of alternative fuel sources;

e the threat, or perceived threat, or results, of viral pandemics, for example, as previously experienced with the
COVID-19 pandemic;

e weather conditions and natural disasters;

e political conditions in or affecting industrial gas, oil, NGLs, and natural gas producing regions, including the Middle
East and South America, and the conflicts in Ukraine and Israel;

e the continued threat of terrorism and the impact of military action and civil unrest;

e public pressure on, and legislative and regulatory interest within, federal, state, and local governments to stop,
significantly limit, or regulate hydraulic fracturing activities;

e the level of global industrial gas, oil, NGL, and natural gas inventories and exploration and production activity;
e authorization of exports from the United States of industrial gas, oil, and liquefied natural gas;
e the impact of energy conservation efforts;

e technological advances affecting energy and industrial gas consumption; and

global economic conditions.

A decline in industrial gas, oil, NGL, or natural gas prices will reduce not only our revenue but also the quantity of production
that can be produced economically. Should industrial gas, oil, natural gas and prices decline in the future, our operated wells,
may be forced to be shut-in, and exploration and development plans for prospects and exploration or development activities
may need to be postponed or abandoned. As a result, we may have to make substantial downward adjustments to our estimated
proved reserves or industrial gas resources, each of which would have a material adverse effect on our business, financial
condition, and results of operations.

The Company’s operations have in the past been, and could in the future be, disrupted by natural or human causes beyond
its control.

The Company’s operations are subject to disruption from natural or human causes beyond its control, including risks from
hurricanes, severe storms, floods, lightning strikes, heat waves, other forms of severe weather, wildfires, ambient temperature
increases, sea level rise, war, accidents, civil unrest, political events, fires, earthquakes, system failures, cyber threats, terrorist
acts and epidemic or pandemic diseases such as the COVID-19 pandemic, some of which may be impacted by climate change
and any of which could result in suspension of operations or harm to people or the natural environment. Any of the above
events could have a future material adverse effect on the Company’s results of operations or financial condition.

21



The future value and resources associated with our industrial gas development are unknown and the Company may never
realize the value of any resources.

No reserves or resources have been assigned in connection with our industrial gas interests to date, given their early stage of
development. The future value of the Company is therefore dependent on the success or otherwise of drilling and development
activities, which are principally directed toward the further exploration, appraisal and development of its assets in Montana,
and construction of an industrial gas processing facility. Exploration, appraisal and development of industrial gas resources
are speculative and involve a significant degree of risk. There is no guarantee that exploration or appraisal of our industrial
gas interests will lead to a commercial discovery or, if there is a commercial discovery, that the Company will be able to
realize the value of such resources as intended. If at any stage the Company is precluded from pursuing its exploration and
development programs, or construction of a processing facility, or such programs are otherwise not continued, the Company’s
business, financial condition and/or results of operations and, accordingly, the price of the Company’s shares, is likely to be
materially adversely affected. Industrial gas exploration involves a high degree of risk and there is no assurance that
expenditures made for future exploration or development activities will result in discoveries reserves that are commercially
or economically viable.

The Company’s industrial gas properties are in the exploration stage; such properties may never yield commercial
quantities of industrial gas; and the Company may not be able to commercially extract them, if present.

The Company’s industrial gas properties are in the exploration stage only. The Company has never had any material interest
in industrial gas producing properties. There is no assurance that commercial quantities will be discovered at any of the
properties or any future properties, nor is there any assurance that the exploration or development programs will yield any
positive results. Even if commercial quantities of industrial gas are discovered, there can be no assurance that any
development will result in profitable production. Factors which may limit the Company’s ability to produce include, but are
not limited to, commodity prices, availability of additional capital and financing and the nature of any industrial gas deposits.

Our industrial gas, oil, natural gas and NGL operations are subject to environmental, legislative and regulatory initiatives
that can materially adversely affect the timing and cost of operations and the demand for industrial gas, crude oil, natural
gas, and NGLs.

Our operations are subject to stringent and complex federal, state and local laws and regulations relating to the protection of
human health and safety, the environment and natural resources. These laws and regulations can restrict or impact our
business activities in many ways including, but not limited to the following:

e requiring the installation of pollution-control equipment or otherwise restricting the handling or disposal of waste and
other substances associated with operations;

e limiting or prohibiting construction activities in sensitive areas, such as wetlands, coastal regions or areas that contain
endangered or threatened species and/or species of special statewide concern or their habitats;

e requiring investigatory and remedial actions to address pollution caused by our operations or attributable to former
operations;

e requiring noise, lighting, visual impact, odor and/or dust mitigation, setbacks, landscaping, fencing, and other measures;

e restricting access to certain equipment or areas to a limited set of employees or contractors who have proper certification
or permits to conduct work (e.g., confined space entry and process safety maintenance requirements); and

e restricting or even prohibiting water use based upon availability, impacts or other factors.

Failure to comply with these laws and regulations may trigger a variety of administrative, civil and criminal enforcement
measures, including the assessment of monetary penalties, the imposition of remedial or restoration obligations, and the
issuance of orders enjoining future operations or imposing additional compliance requirements. Certain environmental
statutes impose strict, joint and several liability for costs required to clean up and restore sites where hazardous substances,
hydrocarbons or wastes have been disposed or otherwise released. Moreover, local restrictions, such as state or local
moratoria, city ordinances, zoning laws and traffic regulations, may restrict or prohibit the execution of operational plans. In
addition, third parties, such as neighboring landowners, may file claims alleging property damage, nuisance or personal injury
arising from our operations or from the release of hazardous substances, hydrocarbons or other waste products into the
environment.
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The trend in environmental regulation is to place more restrictions and limitations on activities that may affect the
environment. We monitor developments at the federal, state and local levels to keep informed of actions pertaining to future
regulatory requirements that might be imposed in order to mitigate the costs of compliance with any such requirements. We
also monitor industry groups that help formulate recommendations for addressing existing or future regulations and that share
best practices and lessons learned in relation to pollution prevention and incident investigations.

We cannot reasonably predict what applicable laws, regulations or guidance may eventually be adopted with respect to our
operations or the ultimate cost to comply with such requirements. It is also possible that such regulations, or our requirement
to comply with such regulations, could have a material adverse effect on our operations, negatively affect our margins, and/or
force us to curtail certain business operations.

Our industrial gas operations will require us to obtain licenses and permits which may not be obtained, may be delayed,
or may limit our ability to undertake exploration, production and post gas processing injection activities.

The industrial gas operations of the Company will require us to obtain licenses for operating, permits, and in some cases,
renewals of existing licenses and permits from government agencies. There can be no assurances that the Company will attain
all permits and licenses necessary to achieve profitable production of industrial gas operations in the future. Further, the
ability of the Company to obtain, sustain or renew any such licenses and permits on acceptable terms is subject to changes in
regulations and policies and to the discretion of the applicable authorities or other governmental agencies.

Our industrial gas operations are subject to risks and hazards which may not be covered by insurance.

The Company’s industrial gas operations are subject to a number of risks and hazards generally, including adverse
environmental conditions, accidents, mechanical failures, labor shortages, unusual or unexpected geological conditions,
ground or slope failures, cave-ins, changes in the regulatory environment and natural phenomena such as inclement weather
conditions, floods and earthquakes. Such occurrences could result in damage to our properties and/or facilities, personal
injury or death, environmental damage to the properties, or delays in exploration, development and production activities,
monetary losses and possible legal liability. Although the Company maintains insurance to protect against certain risks in
such amounts as it considers reasonable, its insurance will not cover all the potential risks associated with our operations. The
Company may also be unable to maintain insurance to cover these risks at reasonable costs. Insurance coverage may not
continue to be available or may not be adequate to cover any resulting liability. These events and limits to insurability may
result in significant costs that could have a material adverse effect on our financial performance and results of operations.

We face risks associated with our ability to locate and commercially extract industrial gas.

The future value of the Company will depend in part on our ability to find and develop, produce, process and transport
industrial gas resources that are economically recoverable within the Kevin Dome Structure in Toole County, Montana. The
circumstances in which a discovered resource accumulation becomes or remains commercially viable depends on a number
of factors. These include the particular attributes of the deposit, such as size, depth concentration, development cost and
proximity to infrastructure as well as key external factors such as industrial gas supply and demand. This, along with other
factors such as maintaining title to licenses, leases and permits, successful design, construction, commissioning and operating
of wells and processing facilities may result in projects not being developed, or operations becoming unprofitable. Exploration
involves activities and drilling operations which may not generate a positive return on investment. This may arise from dry
wells, but also from wells that are productive but do not produce sufficient revenues to return a profit after accounting for
drilling, operating and other associated costs. The outcome of any drilling program may be dependent on matters which
include the resources composition, the flow rate and the rate of any decrease in pressure as the gas flows to the surface. These
matters cannot be known until the Company undertakes drilling and production testing programs. The production from
successful wells may also be impacted by various operating conditions, including insufficient storage or transportation
capacity, or other geological and mechanical conditions. In addition, managing drilling hazards or environmental damage and
pollution caused by exploration and development operations could greatly increase the associated cost and profitability of
individual wells. The future exploration activities of the Company may be affected by a range of factors including geological
conditions, limitations on activities due to seasonal weather patterns, unanticipated operational and technical difficulties,
industrial and environmental accidents, landholder disputes, changing government regulations and many other factors beyond
the control of the Company.
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The construction of our planned processing facility, gathering and transportation system, and power infrastructure is
subject to significant risks that could increase costs, delay operations, or prevent completion.

Our ability to execute our business plan depends on the successful construction and commissioning of new processing,
gathering, transportation, and power infrastructure. These projects are complex and subject to risks beyond our control,
including permitting and regulatory approvals, supply chain disruptions, labor availability and productivity, contractor
performance, design or engineering changes, adverse weather conditions, utility interconnection delays, equipment delivery
delays, and unanticipated site or subsurface conditions. Inflationary pressures, changes in interest rates, or increases in
material, labor, or energy costs could materially increase capital expenditures beyond current estimates. Delays or cost
overruns could defer the commencement of commercial operations, reduce expected returns, require additional financing on
unfavorable terms, or result in the impairment of capitalized costs.

The exploration costs of the Company are based on certain assumptions with respect to the method and timing of exploration.
By their nature, these estimates and assumptions are subject to significant uncertainties and, accordingly, the actual costs may
materially differ from these estimates and assumptions. Accordingly, no assurance can be given that the cost estimates and
the underlying assumptions will be realized in practice, which may materially and adversely affect the Company’s results of
operations. Industrial gas exploration involves significant risk because it is unknown whether wells to be drilled will contain
commercially economic quantities of industrial gas to develop into producing wells. As such, there can be no assurance that
existing or future exploration programs will result in discovery of commercially viable resources. If there are resources
located, there is no guarantee they can be commercially produced and processed.

The Company has never had any industrial gas producing properties and such properties may not result in
profitable production.

The Company’s industrial gas interests are in the exploration stage only. The Company has never had any material interest
in industrial gas producing properties. Even with the application of the best science and technology, there is no assurance that
commercial quantities will be discovered at any of the Company's current properties or any properties the Company may
acquire in the future, nor is there any assurance that the exploration or development programs of the Company will yield any
positive results. The future development of any properties found to be economically feasible will require the construction and
operation of wells and related infrastructure. Even if commercial quantities of industrial gas are discovered, there can be no
assurance that any property of the Company will ever be brought to a stage where it can profitably be produced thereon.
Factors which may limit the ability of the Company to produce industrial gas from its properties include, but are not limited
to, commodity prices, availability of additional capital and financing and the nature of any resource deposits. It is common
in exploratory operations to experience unexpected costs, problems and delays during construction and development. In
addition, delays in the early stages of production often occur. Accordingly, there cannot be any assurance that activities will
result in profitable industrial gas operations.

The Company faces industrial gas drilling risks.

The Company’s industrial gas exploration and development activities are dependent on the availability of drilling rigs and
related equipment in the Kevin Dome Structure in Toole County, Montana. Increases in exploration activities could result in
higher demand and limited availability for some types of drilling rigs and equipment in certain areas, which may result in
delays to the Company’s planned exploration and development activities.

The Company may encounter hazards inherent in drilling activities. Examples of such hazards include unusual or unexpected
formations, abnormal pressures or rock properties, adverse weather conditions, mechanical difficulties, conditions which
could result in damage to plant or equipment or shortages or delays in the delivery of rigs and/or other equipment. Drilling
may result in wells that, or which encounter resources, that may not achieve economically viable results.

While the Company intends to take adequate precautions to minimize risks associated with drilling activities, there can be no
guarantee that the Company will not experience one or more material incidents during drilling activities that may have an
adverse impact on the operating and financial performances of the Company, including costs associated with control of well
operation, recovery of plant and equipment, environmental rectification and compensation along with delays and other
impacts on anticipated results.
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The Company may be unable or unwilling to develop commercially viable industrial gas operations.

On a long-term basis, in order for the Company’s industrial gas operations to be successful, the Company must explore,
develop produce, process and dispose of post gas-processing waste materials, or acquire interests in producing industrial gas
properties. Our success depends on our ability to locate, identify, and acquire prospective acreage and productive industrial
gas property interests, find markets for such properties, and effectively distribute the industrial gas into those markets.
The development activities may not be economically viable because of unproductive properties, as well as properties that are
productive but do not generate sufficient revenue to return a profit. Investing in a property does not ensure that the investment
will be profitable since profitability depends on the cost of drilling and operating any wells on the property may exceed the
value of industrial gas extracted from such wells. In addition, drilling hazards or environmental damage could increase the
cost of operating any property. If the developmental costs exceed the Company’s estimate or if the development efforts of
the Company do not produce results which meet our expectations, such efforts may not be commercially viable.

There are numerous risks associated with estimating industrial gas resources.

No reserves or resources have been assigned in connection with the Company’s industrial gas interests to date, given their
early stage of development. The future value of the Company’s industrial gas interests, if any, is therefore dependent on the
success of our activities, which are principally directed toward the future exploration, appraisal and development of our
industrial gas assets, and potential acquisition of property interests in the future. Estimating industrial gas volumes is subject
to significant uncertainties associated with technical data and the interpretation of that data, future commodity prices, and
development and operating costs. There can be no guarantee that the Company will successfully convert its properties into
known resources or reserves and produce such estimated volume, if any. Estimates may alter significantly or become more
uncertain when new information becomes available due to, for example, additional drilling or production tests over the life
of the field. As estimates change, development and production plans may also vary. Downward revision of volume estimates
may adversely affect the Company’s operational or financial performance.

Industrial gas volume estimates are expressions of judgment based on knowledge, experience and industry practice. These
estimates are imprecise and depend to some extent on interpretations, which may ultimately prove to be inaccurate and require
adjustment or, even if valid when originally calculated, may alter significantly when new information or techniques become
available. As further information becomes available through additional drilling and analysis the estimates are likely to change.
Any adjustments to volume could affect the Company’s exploration and development plans which may, in turn, affect the
Company’s performance. The process of estimating industrial gas resources is complex and requires significant decisions and
assumptions to be made in evaluating the reliability of available geological, geophysical, engineering, and economic data for
each property. Different engineers may make different estimates of resources, cash flows, or other variables based on the
same available data.

Estimates include numerous assumptions relating to operating conditions and economic factors, including, for example, prices
at which recovered industrial gas can be sold, future operating costs, costs associated with operations on producing wells to
restore or increase production, and prevailing environment conditions associated with drilling.

The Company faces risks associated with its current lack of distribution agreements.

While the Company intends to partner with or sell to major industrial gas companies, the Company’s strategy is to become a
fully integrated industrial gas developer and processor and to sell directly to a limited number of major distributors and end-
users in order to capture higher margins on its products. The Company currently does not have any formal agreements in
place for accomplishing these strategic objectives, and the associated costs of and estimated timeline for the completion of
these strategic objectives will not be able to be determined until such time that appraisal wells have been drilled and feasibility
studies have been completed. Although the Company intends to enter into such formal agreements in the future, they may
never be entered into. The absence of formal agreements could adversely affect the oversight and operations of any
arrangement with these major industrial gas companies, major distributors and end-users, and the lack of clarity and
specifically defined roles could lead to a strain on, or breakdown of, the working relationships between the Company and any
of these major industrial gas companies, major distributors or end-users. Furthermore, in the event of a dispute prior to entry
into formal agreements, it will not be immediately clear what recourse each party has against the other, if any.
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The Company’s industrial gas production and margins thereon, if any, will be subject to changing prices.

The Company’s possible future industrial gas revenues may be derived from royalties gained from potential joint ventures or
other arrangements. Consequently, the Company’s potential future earnings will likely be closely related to the market prices
of industrial gas. Industrial gas prices fluctuate and are affected by numerous industry factors including global and regional
supply and demand for the resource, forward selling by producers, production cost levels in major producing regions and
macroeconomic factors, such as inflation, interest rates, currency exchange rates. If prices of industrial gas were to fall below
the costs of production and remain at such a level for any sustained period, the Company would experience losses and could
have to curtail or suspend some or all of its proposed activities. In such circumstances, the Company would also have to
assess the economic impact of any sustained lower commodity prices on recoverability of its industrial gas investment.

The Company’s industrial gas operations will be subject to gas processing and transportation costs and risks.

Disruption in, or increased costs of gas processing and transportation services could make industrial gas a less competitive
product or could make the Company’s future production, if any, less competitive than other sources. The industry depends
on electricity and fuel gas to process gas, and trucking, ocean-going vessels, pipeline facilities, and barge transportation to
deliver shipment. Gas processing and transportation costs are a significant component of the total operating cost. Disruptions
of gas processing and transportation services due to shortages, weather problems, strikes, delays, lockouts, or other events
beyond the control of the Company could temporarily impair the ability to supply industrial gas to customers and may result
in lost sales. In addition, increases in gas processing and transportation costs could adversely affect profitability.

The Company’s industrial gas exploration and production activities will be subject to technological risks.

The industrial gas industry is characterized by rapid and significant technological advancements and introductions of new
products and services using new technology. Other companies may have greater financial, technical, and personnel resources
that allow them to enjoy technological advantages and may in the future allow them to implement new technologies before
the Company does. There can be no assurance that the Company will be able to respond to such competitive pressures and
implement such technologies on a timely basis or at an acceptable cost. If the Company is unable to use the most advanced
commercially available technology in its business, its financial condition and results of operations could be materially
adversely affected.

Our business and operations were previously adversely affected by the COVID-19 pandemic and may be adversely affected
by other similar outbreaks.

Due to the COVID-19 pandemic and falling oil and gas prices, operators responded by significantly decreasing drilling and
completion activity and shutting in or curtailing production from a significant number of producing wells, which had a
material adverse effect on our operations in the region. Future adverse public health developments, including voluntary and
mandatory quarantines, travel restrictions, and other restrictions, could similarly have a material adverse effect on our
operations, and those of our subcontractors, customers, and suppliers, and result in delays or disruptions and/or temporary
suspensions of operations. Other contagious diseases in the human population could have similar adverse effects.

Declining general economic, business or industry conditions have, and will continue to have, a material adverse effect on
our results of operations, liquidity, and financial condition, and are expected to continue having a material adverse effect
for the foreseeable future.

Concerns over global economic conditions, the threat of pandemic diseases and the results thereof, energy costs, geopolitical
issues, tariffs, trade wars, wars, the value of the U.S. dollar, changing inflation and interest rates, the availability and cost of
credit have contributed to increased economic uncertainty and diminished expectations for the global economy. These factors,
combined with volatile prices of industrial gas, oil and natural gas, declining business and consumer confidence, and increased
unemployment, may result in an economic slowdown and/or a recession, which could expand to a global depression. Concerns
about global economic growth have had a significant adverse impact on global financial markets and commodity prices and
are expected to continue having a material adverse effect for the foreseeable future. If the economic climate in the United
States or abroad continues to deteriorate, demand for petroleum products could diminish, which could further impact the price
at which we can sell industrial gas, oil, natural gas, and natural gas liquids, and/or affect the ability of our vendors, suppliers
and customers to continue operations, and ultimately adversely impact our results of operations, liquidity and financial
condition. In addition, a decline in consumer confidence or changing patterns in the availability and use of disposable income
by consumers can negatively affect the demand for oil and gas and as a result our results of operations.
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The Company’s operations could be disrupted by natural or human causes beyond its control.

The Company’s operations are subject to disruption from natural or human causes beyond its control, including risks from
hurricanes, severe storms, floods, lightning strikes, heat waves, other forms of severe weather, wildfires, ambient temperature
increases, sea level rise, war, accidents, civil unrest, political events, fires, earthquakes, system failures, cyber threats, terrorist
acts and epidemic or pandemic diseases such as the COVID-19 pandemic, some of which may be impacted by climate change
and any of which could result in suspension of operations or harm to people or the natural environment. Any of the above
events could have a future material adverse effect on the Company’s results of operations or financial condition.

Economic uncertainty may affect our access to capital and/or increase the costs of such capital.

Global economic conditions continue to be volatile and uncertain due to, among other things, consumer confidence in future
economic conditions, fears of recession, application of tariffs and trade wars, the price of energy, fluctuating interest rates
and inflation, the availability and cost of consumer credit, the availability and timing of government stimulus programs, levels
of unemployment, and tax rates. These conditions remain unpredictable and create uncertainties about our ability to raise
capital in the future at commercially acceptable terms. In the event required capital becomes unavailable in the future, or
more costly, it could have a material adverse effect on our business, results of operations, and financial condition.

The development of industrial gas, oil and natural gas properties involves substantial risks that may result in a total loss
of investment.

The business of exploring for, working over and developing industrial gas, natural gas and oil properties involves a high
degree of business and financial risk, and thus a significant risk of loss of initial investment that even a combination of
experience, knowledge and careful evaluation may not be able to overcome. The cost and timing of drilling, workover
completing and operating wells is often uncertain. Factors which can delay or prevent drilling or production, or otherwise
impact expected results, include but are not limited to:

e unexpected drilling conditions;

e inability to obtain required permits from governmental authorities;

e inability to obtain, or limitations on, easements from landowners;

e  high pressure or irregularities in geologic formations;

e cquipment failures;

e title problems;

e fires, explosions, blowouts, cratering, pollution, spills and other environmental risks or accidents;

e changes in government regulations and issuance of local drilling restrictions or moratoria;

e adverse weather;

e reductions in commodity prices;

e  pipeline ruptures; and

e unavailability or high cost of equipment, field services and labor.
A productive well may become uneconomic in the event unusual quantities of water or other non-commercial substances are
encountered in the well bore that impair or prevent production. We may participate in wells that are or become unproductive
or, though productive, do not produce in economic quantities. In addition, even commercial wells can produce less, or have

higher costs, than we projected.

In addition, initial 24-hour or other limited-duration production rates announced regarding our industrial gas, oil and natural
gas properties are not necessarily indicative of future production rates.

Dry holes and other unsuccessful or uneconomic exploration, exploitation and development activities can adversely affect
our cash flow, profitability and financial condition, and can adversely affect our reserves.
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Oil price differential and oil price differentials in other properties in Wyoming and Montana could have adverse impacts
on our revenue.

Crude oil produced from our properties in Wyoming and Montana realize lower prices from those prices associated with
West Texas Intermediate Crude (“WTI”). This discount, or differential, which is due in part to transportation costs, may
widen in the future, which would reduce the price we receive for our Wyoming and Montana production. We may also be
adversely affected by widening differentials in other areas of operation. This makes it more likely that a downturn in oil prices
will result in a ceiling limitation write-down of our oil and natural gas properties. A widening of the differential would reduce
the cash flow from our Wyoming and Montana properties and adversely impact our ability to participate fully in drilling. Our
production in other areas could also be affected by adverse changes in differentials. In addition, changes in differentials could
make it more difficult for us to effectively hedge our exposure to changes in commodity prices.

Unanticipated costs could require new capital that may not be available.

The industrial gas and oil and natural gas businesses hold the potential opportunity for significant returns on investment, but
achievement of such returns is subject to high risk. For example, initial results from one or more industrial gas, oil and natural
gas programs could be marginal but warrant investing in more wells. Dry holes, over-budget exploration costs, low
commodity prices, or any combination of these or other adverse factors, could result in production revenues falling below
projections, thus adversely impacting cash expected to be available for a continued work program, and a reduction in cash
available for investment in other programs. These types of events could require a reassessment of priorities and therefore
potential re-allocations of existing capital and could also mandate obtaining new capital. There can be no assurance that we
will be able to complete any financing transaction on acceptable terms.

Competition may limit our opportunities in the industrial gas, oil and natural gas business.

The industrial gas and oil and natural gas businesses are very competitive. We compete with many public and private
exploration and development companies in finding investment opportunities. We also compete with industrial gas and oil and
natural gas operators in acquiring acreage positions. Our principal competitors are small to mid-size companies with in-house
industrial gas and/or petroleum exploration and drilling expertise. Many of our competitors possess and employ financial,
technical and personnel resources substantially greater than ours. They also may be willing and able to pay more for industrial
gas, oil and natural gas properties than our financial resources permit, and may be able to define, evaluate, bid for and purchase
a greater number of properties. In addition, there is substantial competition in the industrial gas, oil and natural gas industry
for investment capital, and we may not be able to compete successfully in raising additional capital if needed.

Successful exploitation of shale formations is subject to risks related to horizontal drilling and completion techniques.

Operations in shale formations in many cases involve utilizing the latest drilling and completion techniques in an effort to
generate the highest possible cumulative recoveries and therefore generate the highest possible returns. Risks that are
encountered while drilling include, but are not limited to, landing the well bore in the desired drilling zone, staying in the
zone while drilling horizontally through the shale formation, running casing the entire length of the well bore (as applicable
to the formation) and being able to run tools and other equipment consistently through the horizontal well bore.

For wells that are hydraulically fractured, completion risks include, but are not limited to, being able to fracture stimulate the
planned number of fracture stimulation stages, and successfully cleaning out the well bore after completion of the final
fracture stimulation stage. Ultimately, the success of these latest drilling and completion techniques can only be evaluated
over time as more wells are drilled and production profiles are established over a sufficient period of time.

Costs for any individual well will vary due to a variety of factors. These wells are significantly more expensive than a typical
onshore shallow conventional well. Accordingly, unsuccessful exploration or development activity affecting even a small
number of wells could have a significant impact on our results of operations. Costs other than drilling and completion costs
can also be significant for shale wells.
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If our access to oil and natural gas markets is restricted, it could negatively impact our production and revenues. Securing
access to takeaway capacity may be particularly difficult in less developed areas of Montana and Wyoming.

Market conditions or limited availability of satisfactory industrial gas, oil and natural gas transportation arrangements may
hinder our access to oil and natural gas markets or delay our production. The availability of a ready market for our industrial
gas, oil and natural gas production depends on a number of factors, including the demand for and supply of oil and natural
gas and the proximity of reserves to pipelines and other midstream facilities. The ability to market our production depends in
substantial part on the availability and capacity of gathering systems, pipelines, rail transportation and processing facilities
owned and operated by third parties. In particular, access to adequate gathering systems or pipeline or rail takeaway capacity
is limited in Montana and Wyoming. In order to secure takeaway capacity and related services, we or our operating partners
may be forced to enter into arrangements that are not as favorable to operators as those in other areas.

The disruption of third-party facilities due to maintenance and/or weather could negatively impact our ability to market and
deliver our products. The third parties’ control when or if such facilities are restored after disruption, and what prices will be
charged for products. Federal and state regulation of industrial gas, oil and natural gas production and transportation, tax and
energy policies, changes in supply and demand, pipeline pressures, damage to or destruction of pipelines and general
economic conditions could adversely affect our ability to produce, gather and transport oil and natural gas.

If we are unable to replace reserves, we will not be able to sustain production.

Our future operations depend on our ability to find, develop, and acquire industrial gas, crude oil, natural gas, and NGL
reserves that are economically producible. Our properties produce crude oil, natural gas, and NGLs at a declining rate over
time and are expected to produce industrial gas at a declining rate over time. In order to maintain current production rates,
we must locate and develop or acquire new crude oil, natural gas, and NGL reserves to replace those being depleted by
production and in the future will need to locate and develop or acquire new industrial gas reserves. Without successful drilling
or acquisition activities, our reserves and production will decline over time. In addition, competition for industrial gas, crude
oil and natural gas properties is intense, and many of our competitors have financial, technical, human, and other resources
necessary to evaluate and integrate acquisitions that are substantially greater than those available to us.

As part of our growth strategy, we intend to make acquisitions. However, suitable acquisition candidates may not be available
on terms and conditions we find acceptable, and acquisitions pose substantial risks to our business, financial condition and
results of operations. In pursuing acquisitions, we compete with other companies, many of which have greater financial and
other resources than we do. In the event we do complete an acquisition, its successful impact on our business will depend on
a number of factors, many of which are beyond our control. These factors include the purchase price for the acquisition,
future industrial gas, crude oil, natural gas, and NGL prices, the ability to reasonably estimate or assess the recoverable
volumes of reserves, rates of future production and future net revenues attainable from reserves, future operating and capital
costs, results of future exploration, exploitation, and development activities on the acquired properties, and future
abandonment and possible future environmental or other liabilities. There are numerous uncertainties inherent in estimating
quantities of proved industrial gas, oil and natural gas reserves, actual future production rates, and associated costs and
potential liabilities with respect to prospective acquisition targets. Actual results may vary substantially from those assumed
in the estimates. A customary review of subject properties will not necessarily reveal all existing or potential problems.

Additionally, significant acquisitions can change the nature of our operations and business depending upon the character of
the acquired properties if they have substantially different operating and geological characteristics or are in different
geographic locations than our existing properties. To the extent that acquired properties are substantially different than our
existing properties, our ability to efficiently realize the expected economic benefits of such transactions may be limited. If
we are unable to integrate acquisitions successfully and realize anticipated economic, operational and other benefits in a
timely manner, substantial costs and delays or other operational, technical or financial problems could result.

Integrating acquired businesses and properties involves a number of special risks. These risks include the possibility that
management may be distracted from regular business concerns by the need to integrate operations and systems and that
unforeseen difficulties can arise in integrating operations and systems and in retaining and assimilating employees. Any of
these or other similar risks could lead to potential adverse short-term or long-term effects on our operating results and may
cause us to not be able to realize any or all of the anticipated benefits of the acquisitions.
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Many of our joint operating agreements contain provisions that may be subject to legal interpretation, including allocation
of non-consent interests, complex payout calculations that impact the timing of reversionary interests, and the impact of
joint interest audits.

Substantially all of our oil and natural gas interests are subject to joint operating and similar agreements. Some of these
agreements include payment provisions that are complex and subject to different interpretations and/or can be erroneously
applied in particular situations.

Joint interest audits are a normal process in our business to ensure that operators adhere to standard industry practices in the
billing of costs and expenses related to our oil and natural gas properties. However, the ultimate resolution of joint interest
audits can extend over a long period of time in which we attempt to recover excessive amounts charged by the operator. Joint
interest audits result in incremental costs for the audit services and we can incur substantial amounts of legal fees to resolve
disputes with the operators of our properties.

Our estimated reserves are based on many assumptions that may turn out to be inaccurate. Any material inaccuracies in
these reserve estimates or the relevant underlying assumptions will materially affect the quantity and present value of our
reserves.

Oil and natural gas reserve reports are prepared by independent consultants to provide estimates of the quantities of
hydrocarbons that can be economically recovered from proved properties, utilizing commodity prices for a trailing 12-month
period and taking into account expected capital, operating and other expenditures. These reports also provide estimates of the
future net present value of the reserves, which we use for internal planning purposes and for testing the carrying value of the
properties on our balance sheet.

The reserve data included in this Report represents estimates only. Estimating quantities of, and future cash flows from,
proved oil and natural gas reserves is a complex process and not an exact science. It requires interpretations of available
technical data and various estimates, including estimates based upon assumptions relating to economic factors, such as future
production costs; ad valorem, severance and excise taxes; availability of capital; estimates of required capital expenditures,
workover and remedial costs; and the assumed effect of governmental regulation. The assumptions underlying our estimates
of our proved reserves could prove to be inaccurate, and any significant inaccuracy could materially affect, among other
things, future estimates of the reserves, the economically recoverable quantities of oil and natural gas attributable to the
properties, the classifications of reserves based on risk of recovery, and estimates of our future net cash flows.

At December 31, 2025, 100% of our estimated proved reserves were developed producing. Estimation of proved undeveloped
reserves and proved developed non-producing reserves is almost always based on analogy to existing wells, volumetric
analysis or probabilistic methods, in contrast to the performance data used to estimate producing reserves. Recovery of proved
undeveloped reserves requires significant capital expenditures and successful drilling operations.

You should not assume that the present values referred to in this report represent the current market value of our estimated
oil and natural gas reserves. The timing and success of the production and the expenses related to the development of oil and
natural gas properties, each of which is subject to numerous risks and uncertainties, will affect the timing and amount of
actual future net cash flows from our proved reserves and their present value. In addition, our PV-10 and standardized measure
estimates are based on costs as of the date of the estimates and assume fixed commodity prices. Actual future prices and costs
may be materially higher or lower than the prices and costs used in the estimate.

Further, the use of a 10% discount factor to calculate PV-10 and standardized measure are determined under generally
accepted accounting standards in the U.S. These values do not necessarily represent fair value or reflect the most appropriate
discount factor given actual interest rates and risks to which our business or the oil and natural gas industry in general are
subject.

Our hedging activities have in the past and may in the future prevent us from benefiting fully from increases in oil and
gas prices and may expose us to other risks, including counterparty risk.

From time to time, we use derivative instruments, typically fixed-rate swaps and costless collars, to manage price risk
underlying our oil and natural gas production. We have in the past, and to the extent that we continue to engage in hedging
activities to protect ourselves against commodity price declines, we may in the future, be prevented from fully realizing the
benefits of increases in oil and/or gas prices above the prices established by our hedging contracts. Our hedging activities
may expose us to the risk of financial loss in certain circumstances, including instances in which the counterparties to our
hedging contracts fail to perform under the contracts. Our hedges have in the past and may in the future result in losses and
reduce the amount of revenue we would otherwise obtain upon the sale of our oil and natural gas production and may also
decrease our margins and net revenues.
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Our actual future production may be significantly higher or lower than we estimate at the time we enter into derivative
contracts for the relevant period. If the actual amount of production is higher than we estimated, we will have greater
commodity price exposure than we intended. If the actual amount of production is lower than the notional amount that is
subject to our derivative instruments, we might be forced to satisfy all or a portion of our derivative transactions without the
benefit of the cash flow from our sale of the underlying physical commodity, resulting in a substantial diminution of our
liquidity. As a result of these factors, our hedging activities may not be as effective as we intend in reducing the volatility of
our cash flows, and in certain circumstances may actually increase the volatility of our cash flows.

Derivative instruments also expose us to the risk of financial loss in some circumstances, including when:
e the counter-party to the derivative instrument defaults on its contract obligations;

e there is an increase in the differential between the underlying price in the derivative instrument and actual prices
received; or

e the steps we take to monitor our derivative financial instruments do not detect and prevent transactions that are
inconsistent with our risk management strategies.

In addition, depending on the type of derivative arrangements we enter into, the agreements could limit the benefit we would
receive from increases in oil prices. It cannot be assumed that the hedging transactions we have entered into, or will enter
into, will adequately protect us from fluctuations in commodity prices.

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) provides for statutory and
regulatory requirements for derivative transactions, including crude oil and natural gas derivative transactions. Among other
things, the Dodd-Frank Act provides for the creation of position limits for certain derivatives transactions, as well as requiring
certain transactions to be cleared on exchanges for which cash collateral will be required. The Dodd-Frank Act requires the
Commodity Futures and Trading Commission (the “CFTC”), the SEC and other regulators to promulgate rules and
regulations implementing the Dodd-Frank Act.

The CFTC has finalized other regulations implementing the Dodd-Frank Act’s provisions regarding trade reporting, margin,
clearing and trade execution; however, some regulations remain to be finalized and it is not possible at this time to predict
when the CFTC will adopt final rules. For example, the CFTC has re-proposed regulations setting position limits for certain
futures and option contracts in the major energy markets and for swaps that are their economic equivalents. Certain bona fide
hedging transactions are expected to be made exempt from these limits. Also, it is possible that under recently adopted margin
rules, some registered swap dealers may require us to post initial and variation margins in connection with certain swaps not
subject to central clearing.

The Dodd-Frank Act and any additional implementing regulations could significantly increase the cost of some commodity
derivative contracts (including through requirements to post collateral, which could adversely affect our available liquidity),
materially alter the terms of some commodity derivative contracts, limit our ability to trade some derivatives to hedge risks,
reduce the availability of some derivatives to protect against risks we encounter and reduce our ability to monetize or
restructure our existing commodity derivative contracts. If we reduce our use of derivatives as a consequence, our results of
operations may become more volatile and our cash flows may be less predictable, which could adversely affect our ability to
plan for and fund capital expenditures. Increased volatility may make us less attractive to certain types of investors. Finally,
the Dodd-Frank Act was intended, in part, to reduce the volatility of oil and natural gas prices, which some legislators
attributed to speculative trading in derivatives and commodity instruments related to oil and natural gas. If the implementing
regulations result in lower commodity prices, our revenues could be adversely affected. Any of these consequences could
adversely affect our business, financial condition and results of operations.

Increases in the differential between the ceiling value for oil and natural gas prices set forth in our commodity derivative

contracts and commodity derivative collar contracts has in the past adversely affected and is anticipated to continue to
adversely affect our business, financial condition and results of operations.
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Our acreage must be drilled before lease expiration, generally within three to five years, in order to hold the acreage by
production. In the highly competitive market for acreage, failure to drill sufficient wells in order to hold acreage will result
in a substantial lease renewal cost, or if renewal is not feasible, the loss of our lease and prospective drilling opportunities.

Unless production is established within the spacing units covering the undeveloped acres on which some of our potential
drilling locations are identified, the leases for such acreage will expire. The costs to renew such leases may increase
significantly, and we may not be able to renew such leases on commercially reasonable terms or at all. The risk that our leases
may expire will generally increase when commodity prices fall, as lower prices may cause our operating partners to reduce
the number of wells they drill. In addition, on certain portions of our acreage, third-party leases could become immediately
effective if our leases expire. As such, our actual drilling activities may materially differ from our current expectations, which
could adversely affect our business.

Our producing properties are primarily located in Montana, Wyoming, Texas, and Oklahoma, making us vulnerable to
risks associated with having operations concentrated in these geographic areas.

Because our operations are geographically concentrated in Montana, Wyoming, Texas, and Oklahoma, the success and
profitability of our operations may be disproportionally exposed to the effect of regional events. These include, among others,
regulatory issues, natural disasters and fluctuations in the prices of industrial gas, crude oil and natural gas produced from
wells in the region and other regional supply and demand factors, including gathering, pipeline and other transportation
capacity constraints, available rigs, equipment, oil field services, supplies, labor and infrastructure capacity. Any of these
events has the potential to cause producing wells to be shut-in, delay operations and growth plans, decrease cash flows,
increase operating and capital costs and prevent development of lease inventory before expiration. In addition, our operations
may be adversely affected by seasonal weather and lease stipulations designed to protect wildlife, which can intensify
competition for services, infrastructure and equipment during months when drilling is possible and may result in periodic
shortages. Any of these risks could have a material adverse effect on our financial condition and results of operations.

Insurance may be insufficient to cover future liabilities.

Our business is currently focused on industrial gas and oil and natural gas exploration and development, and we also have
potential exposure to general liability and property damage associated with the ownership of other corporate assets. We have
obtained insurance policies for our industrial gas and oil and natural gas operations covering both operated and non-operated
properties, as well as, policies covering corporate liabilities and damage to corporate assets.

We would be liable for claims in excess of coverage and for any deductible provided for in the relevant policy. If uncovered
liabilities are substantial, payment could adversely impact the Company’s cash on hand, resulting in possible curtailment of
operations. Moreover, some liabilities are not insurable at a reasonable cost or at all.

We are dependent upon information technology systems, which are subject to disruption, damage, failure and risks
associated with implementation and integration.

We are dependent upon information technology systems in the conduct of our operations. Our information technology
systems are subject to disruption, damage or failure from a variety of sources, including, without limitation, computer viruses,
security breaches, cyberattacks, natural disasters and defects in design. Cybersecurity incidents, in particular, are evolving
and include, but are not limited to, malicious software, attempts to gain unauthorized access to data and other electronic
security breaches that could lead to disruptions in systems, unauthorized release of confidential or otherwise protected
information and the corruption of data. Various measures have been implemented to manage our risks related to information
technology systems and network disruptions. However, given the unpredictability of the timing, nature and scope of
information technology disruptions, we could potentially be subject to operational delays, the compromising of confidential
or otherwise protected information, destruction or corruption of data, security breaches, other manipulation or improper use
of our systems and networks or financial losses from remedial actions, any of which could have a material adverse effect on
our cash flows, competitive position, financial condition or results of operations.

Improvements in, or new discoveries of alternative energy technologies could have a material adverse effect on our
financial condition and results of operations.

Because our operations depend on the demand for oil and natural gas, any improvement in or new discoveries of alternative
energy technologies (such as wind, solar, geothermal, fuel cells and biofuels) that increase the use of alternative forms of
energy and reduce the demand for oil, gas and oil and gas related products could have a material adverse impact on our
business, financial condition and results of operations.
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Competition due to advances in renewable fuels may lessen the demand for our products and negatively impact our
profitability.

Alternatives to petroleum-based products and production methods are continually under development. For example, a number
of automotive, industrial and power generation manufacturers are developing alternative clean power systems using fuel cells
or clean-burning gaseous fuels that may address increasing worldwide energy costs, the long-term availability of petroleum
reserves and environmental concerns, which if successful could lower the demand for oil and gas. If these non-petroleum-
based products and oil alternatives continue to expand and gain broad acceptance such that the overall demand for oil and
gas is decreased, it could have an adverse effect on our operations and the value of our assets.

Permitting requirements could delay our ability to start or continue our operations.

Industrial gas, oil and natural gas projects are subject to extensive permitting requirements. Failure to timely obtain required
permits to start operations at a project could cause delay and/or the failure of the project resulting in a potential write-off of
the investments made.

Negative public perception regarding us and/or our industry could have an adverse effect on our operations.

Negative public perception regarding us and/or our industry resulting from, among other things, concerns raised by advocacy
groups about hydraulic fracturing, waste disposal, oil spills, seismic activity, climate change, explosions of natural gas
transmission lines and the development and operation of pipelines and other midstream facilities may lead to increased
regulatory scrutiny, which may, in turn, lead to new state and federal safety and environmental laws, regulations, guidelines
and enforcement interpretations. Additionally, environmental groups, landowners, local groups and other advocates may
oppose our operations through organized protests, attempts to block or sabotage our operations or those of our midstream
transportation providers, intervene in regulatory or administrative proceedings involving our assets or those of our midstream
transportation providers, or file lawsuits or other actions designed to prevent, disrupt or delay the development or operation
of our assets and business or those of our midstream transportation providers. These actions may cause operational delays or
restrictions, increased operating costs, additional regulatory burdens and increased risk of litigation. Moreover, governmental
authorities exercise considerable discretion in the timing and scope of permit issuance and the public may engage in the
permitting process, including through intervention in the courts. Negative public perception could cause the permits we
require to conduct our operations to be withheld, delayed or burdened by requirements that restrict our ability to profitably
conduct our business.

Recently, activists concerned about the potential effects of climate change have directed their attention towards sources of
funding for fossil-fuel energy companies, which has resulted in certain financial institutions, funds and other sources of capital
restricting or eliminating their investment in energy-related activities. Ultimately, this could make it more difficult to secure
funding for exploration and production activities.

Seasonal weather conditions adversely affect our ability to conduct drilling activities in some of the areas where we
operate.

Industrial gas, oil and natural gas operations in Montana, Wyoming and Texas can be adversely affected by seasonal weather
conditions. In Montana and Wyoming, drilling and other industrial gas, oil and natural gas activities sometimes cannot be
conducted as effectively during the winter months, and this can materially increase our operating and capital costs. Texas
operations are also subject to the risk of adverse weather events, including hurricanes.

Shortages of equipment, services and qualified personnel could reduce our cash flow and adversely affect results of
operations.

The demand for qualified and experienced field personnel to drill wells and conduct field operations, geologists,
geophysicists, engineers and other professionals in the industrial gas, oil and natural gas industry can fluctuate significantly,
often in correlation with industrial gas, oil and natural gas prices and activity levels in new regions, causing periodic shortages.
During periods of high industrial gas, oil and natural gas prices, the demand for drilling rigs and equipment tends to increase
along with increased activity levels, and this may result in shortages of equipment. Higher industrial gas, oil and natural gas
prices generally stimulate increased demand for equipment and services and subsequently often result in increased prices for
drilling rigs, crews and associated supplies, oilfield equipment and services, and personnel in exploration, production and
midstream operations. These types of shortages and subsequent price increases could significantly decrease our profit margin,
cash flow and operating results and/or restrict or delay our ability to drill those wells and conduct those activities that we
currently have planned and budgeted, causing us to miss our forecasts and projections.
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Our 0il and natural gas reserves are estimated and may not reflect the actual volumes of oil and natural gas we will
receive, and significant inaccuracies in these reserve estimates or underlying assumptions will materially affect the
quantities and present value of our reserves.

The process of estimating accumulations of oil and natural gas is complex and is not exact, due to numerous inherent
uncertainties. The process relies on interpretations of available geological, geophysical, engineering, and production data.
The extent, quality, and reliability of this technical data can vary. The process also requires certain economic assumptions
related to, among other things, oil and natural gas prices, drilling and operating expenses, capital expenditures, taxes, and
availability of funds. The accuracy of a reserves estimate is a function of:

e the quality and quantity of available data;
e the interpretation of that data;
e the judgment of the persons preparing the estimate; and

e the accuracy of the assumptions.

The accuracy of any estimates of proved reserves generally increases with the length of the production history. Due to the
limited production history of our properties, the estimates of future production associated with these properties may be subject
to greater variance to actual production than would be the case with properties having a longer production history. As our
wells produce over time and more data is available, the estimated proved reserves will be re-determined on at least an annual
basis and may be adjusted to reflect new information based upon our actual production history, results of exploration and
development, prevailing oil and natural gas prices and other factors.

Actual future production, oil, and natural gas prices, revenues, taxes, development expenditures, operating expenses, and
quantities of recoverable oil and natural gas most likely will vary from our estimates. It is possible that future production
declines in our wells may be greater than we have estimated. Any significant variance to our estimates could materially affect
the quantities and present value of our reserves.

We may purchase industrial gas, oil and natural gas properties with liabilities or risks that we did not know about or that
we did not assess correctly, and, as a result, we could be subject to liabilities that could adversely affect our results of
operations.

Before acquiring industrial gas, oil and natural gas properties, we estimate the reserves, future industrial gas, oil and natural
gas prices, operating costs, potential environmental liabilities, and other factors relating to the properties. However, our
review involves many assumptions and estimates, and their accuracy is inherently uncertain. As a result, we may not discover
all existing or potential problems associated with the properties we buy. We may not become sufficiently familiar with the
properties to assess fully their deficiencies and capabilities. We generally do not perform inspections on every well or
property, and we may not be able to observe mechanical and environmental problems even when we conduct an inspection.
The seller may not be willing or financially able to give us contractual protection against any identified problems, and we
may decide to assume environmental and other liabilities in connection with the properties we acquire. If we acquire
properties with risks or liabilities we did not know about or that we did not assess correctly, our business, financial condition,
and results of operations could be adversely affected as we settle claims and incur cleanup costs related to these liabilities.

The properties we acquire may be subject to liabilities or risks that we did not know about or that we did not assess correctly,
and, as a result, we could be subject to liabilities that could adversely affect our results of operations as a result of such

acquisitions.

Risks Related to Our Financial Statements

We have written down, and may in the future be forced to further write-down, material portions of our assets due to low
oil and natural gas prices.

The full cost method of accounting is used for oil and gas acquisition, exploration, development and production activities.
Under the full cost method, all costs associated with the acquisition, exploration, and development of oil and natural gas
properties are capitalized and accumulated in a country-wide cost center. This includes any internal costs that are directly
related to development and exploration activities, but does not include any costs related to production, general corporate
overhead, or similar activities. Proceeds received from disposals are credited against accumulated cost, except when the sale
represents a significant disposal of reserves, in which case a gain or loss is recognized. The sum of net capitalized costs and
estimated future development and dismantlement costs for each cost center is depleted on the equivalent unit-of-production
method, based on proved oil and natural gas reserves. Excluded from amounts subject to depreciation, depletion, and
amortization are costs associated with unevaluated properties.
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We perform a quarterly ceiling test for our only oil and natural gas cost center, which is the United States. Under the full cost
method, net capitalized costs are limited to the lower of (a) unamortized cost reduced by the related net deferred tax liability
and asset retirement obligations, and (b) the cost center ceiling. The cost center ceiling is defined as the sum of (i) estimated
future net revenue, discounted at 10% per annum, from proved reserves, based on unescalated costs, adjusted for contract
provisions, any financial derivatives qualifying as accounting hedges and asset retirement obligations, and unescalated oil
and natural gas prices during the period, (ii) the cost of properties not being amortized, and (iii) the lower of cost or market
value of unproved properties included in the cost being amortized, less income tax effects related to tax assets directly
attributable to the natural gas and crude oil properties. If the net book value reduced by the related net deferred income tax
liability and asset retirement obligations exceeds the cost center ceiling limitation, a non-cash impairment charge is required
in the period in which the impairment occurs.

Material write-downs or impairments of our oil and gas properties have in the past and may in the future have a material
adverse effect on our assets and/or our financial condition, either of which may cause the value of our securities to decline in
value.

There are inherent limitations in all control systems and misstatements due to error or fraud that may occur and not be
detected.

The ongoing internal control provisions of Section 404 of the Sarbanes-Oxley Act of 2002 require us to identify material
weaknesses in internal control over financial reporting, which is a process to provide reasonable assurance regarding the
reliability of financial reporting for external purposes in accordance with GAAP. Our management does not expect that our
internal controls and disclosure controls, even assuming all material weaknesses and control deficiencies are remediated, will
prevent all errors and all fraud. A control system, no matter how well conceived and operated, can provide only reasonable,
not absolute, assurance that the objectives of the control system are met. In addition, the design of a control system must
reflect the fact that there are resource constraints and the benefit of controls must be relative to their costs. Because of the
inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and
instances of fraud in our company have been detected. These inherent limitations include the realities that judgments in
decision-making can be faulty and that breakdowns can occur because of simple errors or mistakes. Further, controls can be
circumvented by individual acts of some persons, by collusion of two or more persons, or by management override of the
controls. The design of any system of controls is also based in part upon certain assumptions about the likelihood of future
events, and there can be no assurance that any design will succeed in achieving our stated goals under all potential future
conditions. Over time, a control may be inadequate because of changes in conditions, such as growth of the Company or
increased transaction volume, or the degree of compliance with the policies or procedures may deteriorate. Because of
inherent limitations in a cost-effective control system, misstatements due to error or fraud may not be detected.

Our ability to use net operating loss carryforwards and realize built in losses to offSet future taxable income for U.S.
federal income tax purposes is subject to limitation.

In general, under Section 382 of the Internal Revenue Code of 1986, as amended, a corporation that undergoes an “ownership
change” is subject to limitations on its ability to utilize its pre-change net operating losses (“NOLs”) and realized built in
losses (“RBILS”) to offset future taxable income. In general, an ownership change occurs if the aggregate stock ownership
of certain stockholders (generally 5% stockholders, applying certain look-through rules) increases by more than 50 percentage
points over such stockholders’ lowest percentage ownership during the testing period (generally three years).

On December 27, 2017, we paid down debt under our credit facility with APEG II with shares of our common stock, which
represented a 49.3% ownership change in the Company. In addition, on January 5, 2022, we issued 19,905,736 shares of our
common stock for the acquisition of assets, representing a then 81.0% ownership change in the Company. As a result of these
transactions, our ability to use these NOLs and RBILS were significantly reduced.
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Risks Related to Governmental Regulations

Industrial gas, oil and natural gas operations are subject to environmental, legislative and regulatory initiatives that can
materially adversely affect the timing and cost of operations and the demand for industrial gas, oil, natural gas, and NGLs.

Our operations are subject to stringent and complex federal, state and local laws and regulations relating to the protection of
human health and safety, the environment and natural resources. These laws and regulations can restrict or impact our
business activities in many ways including, but not limited to the following:

e requiring the installation of pollution-control equipment or otherwise restricting the handling or disposal of
waste and other substances associated with operations;

e limiting or prohibiting construction activities in sensitive areas, such as wetlands, coastal regions or areas that
contain endangered or threatened species and/or species of special statewide concern or their habitats;

e requiring investigatory and remedial actions to address pollution caused by our operations or attributable to former
operations;

e requiring noise, lighting, visual impact, odor and/or dust mitigation, setbacks, landscaping, fencing, and other
measures;

e restricting access to certain equipment or areas to a limited set of employees or contractors who have proper
certification or permits to conduct work (e.g., confined space entry and process safety maintenance requirements);
and

e  restricting or even prohibiting water use based upon availability, impacts or other factors.

Failure to comply with these laws and regulations may trigger a variety of administrative, civil and criminal enforcement
measures, including the assessment of monetary penalties, the imposition of remedial or restoration obligations, and the
issuance of orders enjoining future operations or imposing additional compliance requirements. Certain environmental
statutes impose strict, joint and several liability for costs required to clean up and restore sites where hazardous substances,
hydrocarbons or wastes have been disposed or otherwise released. Moreover, local restrictions, such as state or local
moratoria, city ordinances, zoning laws and traffic regulations, may restrict or prohibit the execution of operational plans. In
addition, third parties, such as neighboring landowners, may file claims alleging property damage, nuisance or personal injury
arising from our operations or from the release of hazardous substances, hydrocarbons or other waste products into the
environment.

The trend in environmental regulation is to place more restrictions and limitations on activities that may affect the
environment. We monitor developments at the federal, state and local levels to keep informed of actions pertaining to future
regulatory requirements that might be imposed in order to mitigate the costs of compliance with any such requirements. We
also monitor industry groups that help formulate recommendations for addressing existing or future regulations and that share
best practices and lessons learned in relation to pollution prevention and incident investigations.

See “Environmental Laws and Regulations” in Item 1 — Business in this Form 10-K for a discussion of the major
environmental, health and safety laws and regulations that relate to our business. We believe, but cannot be certain, that we
are in material compliance with these laws and regulations. We cannot reasonably predict what applicable laws, regulations
or guidance may eventually be adopted with respect to our operations or the ultimate cost to comply with such requirements.

Proposed changes to U.S. tax laws, if adopted, could have an adverse effect on our business, financial condition, results
of operations, and cash flows.

From time to time, legislative proposals are made that would, if enacted, result in the elimination of the immediate deduction
for intangible drilling and development costs, the elimination of the deduction from income for domestic production activities
relating to oil and gas exploration and development, the repeal of the percentage depletion allowance for oil and gas
properties, and an extension of the amortization period for certain geological and geophysical expenditures. Such changes, if
adopted, or other similar changes that reduce or eliminate deductions currently available with respect to industrial gas, oil
and gas exploration and development, could adversely affect our business, financial condition, results of operations, and cash
flows.
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Our ability to produce crude oil, natural gas, and associated liquids economically and in commercial quantities could be
impaired if we are unable to acquire adequate supplies of water for our drilling operations and/or completions or are
unable to dispose of or recycle the water we use at a reasonable cost and in accordance with applicable environmental
rules.

The hydraulic fracturing process on which we and others in our industry depend to complete wells that will produce
commercial quantities of crude oil, natural gas, and NGLs requires the use and disposal or recycling of significant quantities
of water. Our inability to secure sufficient amounts of water, or to dispose of, or recycle the water used in our operations,
could adversely impact our operations. Moreover, the imposition of new environmental initiatives and regulations could
include restrictions on our ability to conduct certain operations such as hydraulic fracturing or disposal of wastes, including,
but not limited to, produced water, drilling fluids, and other wastes associated with the exploration, development, or
production of crude oil, natural gas, and NGLs.

Compliance with environmental regulations and permit requirements governing the withdrawal, storage, and use of surface
water or groundwater necessary for hydraulic fracturing of wells may increase our operating costs and cause delays,
interruptions, or termination of our operations, the extent of which cannot be predicted, all of which could have an adverse
effect on our operations and financial condition.

Our industries and the broader US economy experienced higher than expected inflationary pressures in 2022 and beyond,
related to continued supply chain disruptions, tariffs, labor shortages and geopolitical instability. Should these conditions
reappear, our business, results of operations and cash flows could be materially and adversely affected.

We have previously seen significant increases in the costs of certain materials, including steel, sand and fuel, as a result of
availability constraints, supply chain disruption, increased demand, labor shortages associated with a fully employed US
labor force, high inflation, interest rates and other factors. Those supply and demand fundamentals were further aggravated
by disruptions in global energy supply caused by multiple geopolitical events, including the ongoing conflict between Russia
and Ukraine. While prior supply chain constraints and demand fundamentals have more or less reverted to pre-2022 levels,
tariffs, inflationary pressures and future supply chain disruptions, increased demand, labor shortages, increased inflation and
interest rates, and other factors may adversely impact our operating costs and may negatively impact our ability to procure
materials and equipment in a timely and cost-effective manner, if at all, in the future, which could result in reduced margins
and production delays and, as a result, our business, financial condition, results of operations and cash flows could be
materially and adversely affected.

The conflicts in Ukraine and Israel and related price volatility and geopolitical instability could negatively impact our
business.

In late February 2022, Russia launched significant military action against Ukraine. The sanctions announced by the United
States and other countries against Russia and Belarus following Russia’s invasion of Ukraine to date include restrictions on
selling or importing goods, services, or technology in or from affected regions and travel bans and asset freezes impacting
connected individuals and political, military, business, and financial organizations in Russia and Belarus. The United States
and other countries could impose wider sanctions and take other actions should the conflict further escalate. Separately, in
October 2023, Israel and certain Iranian-backed Palestinian forces began an armed conflict in Israel, the Gaza Strip, and
surrounding areas, which threaten to extend into other Middle Eastern countries. These conflicts have caused, and could
intensify, volatility in natural gas, oil and NGL prices. The extent and duration of the military actions, sanctions, and resulting
market disruptions could be significant and could potentially have a substantial negative impact on the global economy and/or
our business for an unknown period of time. We believe that the increase in crude oil prices during the first half of 2022 was
partially due to the impact of the conflict between Russia and Ukraine on the global commodity and financial markets, and
in response to economic and trade sanctions that certain countries have imposed on Russia. Any such volatility and disruptions
may also magnify the impact of other risks described herein.

Risks Related to U.S. Government Operations

A U.S. federal government shutdown could adversely affect our business, results of operations, and financial condition.

The U.S. federal government periodically experiences funding gaps that result in partial or complete shutdowns of
government operations. A prolonged shutdown could adversely impact the U.S. economy, financial markets, and our business
directly and indirectly. During a shutdown, many federal agencies suspend or delay regulatory approvals, contract awards,
payments, and other routine functions. To the extent that our business depends on U.S. government contracts, grants, permits,
licenses, or other approvals, a shutdown could result in the delay, suspension, or cancellation of such activities, which could
materially impact our operations and development activities.

37



Additionally, even though the Company does not contract directly with the federal government, a shutdown could have
broader negative effects on consumer and business confidence, supply chains, access to financing, and the overall economy.
In addition, uncertainty regarding the duration or frequency of government shutdowns may contribute to market volatility
and reduced customer spending. Any of these events, individually or in the aggregate, could have a material adverse effect
on our business, financial condition, results of operations, and stock price.

Our business is subject to risks associated with imposition of tariffs or other trade barriers by the United States or foreign
governments.

Recently there has been increasing uncertainty regarding international trade policies, including the ongoing implementation
of tariffs and trade wars on a wide range of goods and materials, as well as retaliatory measures by other countries. These
developments may result in higher costs for certain raw materials, components, and finished products, and may adversely
impact our supply chain, including pricing, delivery timeline and general availability of products needed for our operations.

The Company may be unable to fully mitigate any cost increases through price adjustments, supplier diversification, or other
measures. Accordingly, continued or heightened global trade tensions or changes in tariff regimes, or the imposition of new
trade restrictions could have a material adverse effect on our business, financial condition, results of operations, and cash
flows.

Risks Related to Management, Employees and Directors

Potential conflicts of interest could arise for certain members of our Board of Directors that hold management positions
with other entities and also represent our majority stockholders.

John A. Weinzierl and Duane H. King, each a member of the Board of Directors of the Company, may hold various other
management positions with privately-held companies, some of which are involved in the oil and gas industry, and together
such persons own more than 30 percent of our common stock. We believe these positions will not conflict with their roles or
responsibilities with our company. Certain of these entities are party to agreements with the Company and if any of these
companies enter into any additional transactions or agreements with our company, or other related party transactions or
matters exist, potential conflicts of interest could arise from the directors performing services for us and these other entities.

We depend significantly upon the continued involvement of our present management.

We depend to a significant degree upon the involvement of our management, specifically, our Chief Executive Officer, Ryan
L. Smith. Our performance and success are dependent to a large extent on the efforts and continued employment of Mr.
Smith. We do not believe that Mr. Smith could be quickly replaced with personnel of equal experience and capabilities, and
his successor(s) may not be as effective. If Mr. Smith or any of our other key personnel resign or become unable to continue
in their present roles and if they are not adequately replaced, our business operations could be adversely affected. The
Company entered into an agreement with Mr. Smith on May 5, 2022. The term of Mr. Smith’s Employment Agreement
commenced on May 5, 2022, and had an initial term expiring January 1, 2024, subject to automatic one-year renewals. On
August 14, 2024, effective July 1, 2024, the Company entered into a new amended and restated employment agreement with
Mr. Smith, which amended and restated in its entirety the prior employment agreement between the Company and Mr. Smith
dated May 5, 2022. That new agreement has an initial term expiring January 1, 2027, subject to automatic successive two-
year renewals thereafter.

We have an active Board of Directors that meets several times throughout the year and is intimately involved in our business
and the determination of our operational strategies. Members of our Board of Directors work closely with management to
identify potential prospects, acquisitions, and areas for further development. If any of our directors resign or become unable
to continue in their present role, it may be difficult to find replacements with the same knowledge and experience and as a
result, our operations may be adversely affected.
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Risks Related to Our Credit Agreement

Our obligations under our credit agreement with FirstBank Southwest (the "Credit Agreement') are secured by a first
priority security interest in substantially all of our assets.

Our obligations under the Credit Agreement are secured by a first priority security interest in substantially all of our assets.
Additionally, substantially all of our subsidiaries agreed to guarantee our obligations under the Credit Agreement. As such,
our creditor may enforce its security interests over our assets and/or our subsidiaries which secure the repayment of such
obligations, take control of our assets and operations, force us to seek bankruptcy protection, or force us to curtail or abandon
our current business plans and operations. If that were to happen, any investment in the Company could become worthless.
Our Credit Agreement expires May 31, 2029, and there can be no assurance that we can renew or extend the Credit Agreement
with the same terms or conditions.

Our failure to comply with the covenants in the documents governing our existing and future indebtedness could
materially adversely affect our financial condition and liquidity.

In connection with the Credit Agreement, we agreed to comply with certain affirmative and negative covenants and agreed
to meet certain financial covenants. We are required to make certain mandatory repayments under the Credit Agreement, in
the event the borrowing base decreases below the aggregate amount of loans made by the lenders and/or if as of the last
business day of any calendar month, certain required debt ratios required under the Credit Agreement are not met, there are
outstanding amounts owed to the lenders, and the Company has consolidated cash on hand in excess of $5 million, and in
some cases we are also required to pay cash to the agent to be held as collateral. The Credit Agreement contains customary
indemnification requirements, representations and warranties and customary affirmative and negative covenants applicable
to the Company and its subsidiaries party to such Credit Agreement (the "Loan Parties"), including, among other things,
restrictions on indebtedness, liens, investments, mergers, dispositions, prepayment of other indebtedness, transactions with
affiliates, and dividends and other distributions. In addition, the Credit Agreement contains financial covenants, tested
quarterly, that limit the Company’s ratio of total debt to EBITDAX (as defined in the Credit Agreement) to 3:1 and require
its ratio of consolidated current assets to consolidated current liabilities (as each is described in the Credit Agreement) to
remain at 1:1 or higher. The Credit Agreement also requires us to hedge certain oil and gas volumes, based on our utilization
of the borrowing base.

Events of default under the Credit Agreement include: the failure by the Company to timely make payments due under the
Credit Agreement; material misrepresentations or misstatements in any representation or warranty of any of the Loan Parties;
failure by the Company or any of its subsidiaries to comply with their covenants under the Credit Agreement and other related
agreements, subject in certain cases to rights to cure; certain defaults under other indebtedness of the Loan Parties; insolvency
or bankruptcy-related events with respect to the Company or any of its subsidiaries; certain unsatisfied judgments against the
Company or any of its subsidiaries in an amount in excess of $500,000; if the Credit Agreement or certain related agreements
or security interests created by them cease to be in full force and effect; certain ERISA-related events reasonably expected to
have a material adverse effect on the Company and its subsidiaries; and the occurrence of a change in control, each as
discussed in greater detail in the Credit Agreement, and subject to certain cure rights. If any event of default occurs and is
continuing under the Credit Agreement, the lenders may terminate their commitments, and may require the Company and its
subsidiaries to repay outstanding debt and/or to provide a cash deposit as additional security for outstanding letters of credit.

A breach of any of the covenants of the Credit Agreement or any future agreements, if uncured or unwaived, could lead to
an event of default under any such document, which in some circumstances could give our creditors the right to demand that
we accelerate repayment of amounts due and/or enforce their security interests over substantially all of our assets. This would
likely in turn trigger cross-acceleration or cross-default rights in other documents governing our indebtedness. Therefore, in
the event of any such breach, we may need to seek covenant waivers or amendments from our creditors or seek alternative or
additional sources of financing, and we may not be able to obtain any such waivers or amendments or alternative or additional
financing on acceptable terms, if at all. In addition, any covenant breach or event of default could harm our credit rating and
our ability to obtain additional financing on acceptable terms. The occurrence of any of these events could have a material
adverse effect on our financial condition and liquidity and/or cause our lenders to enforce their security interests which could
ultimately result in the foreclosure of our assets, which would have a material adverse effect on our operations and the value
of our securities.

39



The covenants in our credit and loan agreements restrict our ability to operate our business and might lead to a default
under our Credit Agreement.

The Credit Agreement contains customary indemnification requirements, representations and warranties and customary
affirmative and negative covenants applicable to the Loan Parties and their subsidiaries, including, among other things,
restrictions on indebtedness, liens, investments, mergers, dispositions, prepayment of other indebtedness, transactions with
affiliates, and dividends and other distributions. In addition, the Credit Agreement contains financial covenants, tested
quarterly, that limit the Company’s ratio of total debt to EBITDAX (as defined in the Credit Agreement) to 3:1 and require
its ratio of consolidated current assets to consolidated current liabilities (as each is described in the Credit Agreement) to
remain at 1:1 or higher.

As a result of these covenants and limitations, we may not be able to respond to changes in business and economic conditions
and to obtain additional financing, if needed, and we may be prevented from engaging in transactions that might otherwise
be beneficial to us. Our Credit Agreement requires, and our future credit facilities and loan agreements may require, us to
maintain certain financial ratios and satisfy certain other financial condition tests. Our ability to meet these financial ratios
and tests can be affected by events beyond our control, and we may not be able to meet those tests. The breach of any of these
covenants could result in a default under our Credit Agreement or future credit facilities. Upon the occurrence of an event of
default, the lenders could elect to declare all amounts outstanding under such Credit Agreement, including accrued interest
or other obligations, to be immediately due and payable. If amounts outstanding under such Credit Agreement were to be
accelerated, our assets might not be sufficient to repay in full that indebtedness and our other indebtedness.

A prolonged period of weak, or a significant decrease in, industry activity and overall markets, may make it difficult to
comply with our covenants and the other restrictions in the agreements governing our debt and current global and market
conditions have increased the potential for that difficulty.

Risks Related to Our Common Stock

We currently have 245,000,000 shares of common stock authorized and there may be future issuances of sales of our
common stock, which could adversely affect the market price of our common stock and dilute a stockholder’s ownership
of common stock.

The exercise of any options granted to executive officers and other employees under our equity compensation plans could
have an adverse effect on the market price of the shares of our common stock. Additionally, we are not restricted from issuing
additional shares of common stock, including any securities that are convertible into or exchangeable for, or that represent
the right to receive shares of common stock, and currently have 245,000,000 authorized shares of common stock, provided
that we are subject to the requirements of The Nasdaq Capital Market (“Nasdaq”)(which generally requires stockholder
approval for any transactions which would result in the issuance of more than 20% of our then outstanding shares of common
stock or voting rights representing over 20% of our then outstanding shares of stock, subject to certain exceptions, including
sales in a public offering and/or sales which are undertaken at or above the lower of the closing price immediately preceding
the signing of the binding agreement or the average closing price for the five trading days preceding the signing of the binding
agreement). Issuances of a substantial number of shares of our common stock and/or sales of a substantial number of shares
of our common stock in the public market or the perception that such issuances or sales might occur could materially adversely
affect the market price of the shares of our common stock. Because our decision to issue securities in the future, including in
connection with any future offering, will depend on market conditions and other factors beyond our control, we cannot predict
or estimate the amount, timing, or nature of our future issuances or offerings. Accordingly, our stockholders bear the risk that
our future issuances and/or offerings will reduce the market price of our common stock and dilute their stock holdings in us.

We have established preferred stock which can be designated by the Board of Directors without stockholder approval.

We have 5,000,000 shares of preferred stock authorized (none of which are outstanding). Shares of preferred stock may be
designated and issued by our Board of Directors without stockholder approval with voting powers, and such preferences and
relative, participating, optional, or other special rights and powers as determined by our Board of Directors, which may be
greater than the shares of common stock currently outstanding. As a result, shares of preferred stock may be issued by our
Board of Directors which cause the holders to have voting power over our shares or provide the holders of the preferred stock
the right to convert the shares of preferred stock they hold into shares of our common stock, which may cause substantial
dilution to our then common stock stockholders and/or have other rights and preferences (including, but not limited to voting
rights) greater than those of our common stock stockholders. Investors should keep in mind that the Board of Directors has
the authority to issue additional shares of preferred stock, which could cause substantial dilution to our existing stockholders
or result in a change of control. Because our Board of Directors is entitled to designate the powers and preferences of the
preferred stock without a vote of our stockholders, subject to Nasdaq rules and regulations, our stockholders will have no
control over what designations and preferences our future preferred stock, if any, will have.
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Our stock price has historically been and is likely to continue to be volatile.

Our stock is traded on The Nasdaq Capital Market under the symbol “USEG”. For the year ended December 31, 2025, our
common stock has traded as high as $3.79 per share and as low as $0.92 per share. We expect our common stock will continue
to be subject to wide fluctuations as a result of a variety of factors, including factors beyond our control. These factors include:

e price volatility in the industrial gas, oil and natural gas commodities markets;
e variations in our drilling, recompletion and operating activity;

e relatively small amounts of our common stock trading on any given day;

e additions or departures of key personnel;

e legislative and regulatory changes; and

e changes in the national and global economic outlook, including, but not limited to, as a result of inflation and interest
rates, and global conflicts, including the current ongoing conflict between Ukraine and Russia), and tariffs.

The stock market has recently experienced significant price and volume fluctuations, and industrial gas, oil and natural gas
prices have also experienced significant volatility. These fluctuations have particularly affected the market prices of securities
of industrial gas, oil and natural gas companies like ours.

Our Common Stock may be delisted from The Nasdaq Capital Market if we cannot satisfy Nasdaq’s continued listing
requirements.

Among the conditions required for continued listing on The Nasdaq Capital Market, Nasdaq requires us to maintain at least
one of the following: $2.5 million in stockholders’ equity, at least $35 million in market value of listed securities or $500,000
in net income over the prior two years or two of the prior three years and also meet other conditions including having a
majority of independent directors and maintaining a stock price over $1.00 per share. Our stockholders’ equity may not
remain above Nasdaq’s $2.5 million minimum, we may not have at least $35 million in market value of listed securities, and
we may not generate over $500,000 of yearly net income moving forward, we may not be able to maintain independent
directors, and we may not be able to maintain a stock price over $1.00 per share. Delisting from The Nasdaq Capital Market
could make trading our common stock more difficult for investors, potentially leading to declines in our share price and
liquidity. Without a Nasdaq Capital Market listing, stockholders may have a difficult time getting a quote for the sale or
purchase of our stock, the sale or purchase of our stock would likely be made more difficult and the trading volume and
liquidity of our stock could decline. Delisting from The Nasdaq Capital Market could also result in negative publicity and
could also make it more difficult for us to raise additional capital. The absence of such a listing may adversely affect the
acceptance of our common stock as currency or the value accorded by other parties. Further, if we are delisted, we would
also incur additional costs under state blue sky laws in connection with any sales of our securities. These requirements could
severely limit the market liquidity of our common stock and the ability of our stockholders to sell our common stock in the
secondary market. If our common stock is delisted by Nasdaq, our common stock may be eligible to trade on an over-the-
counter quotation system, such as the OTCQB market or OTC Pink market, where an investor may find it more difficult to
sell our stock or obtain accurate quotations as to the market value of our common stock. In the event our common stock is
delisted from The Nasdaq Capital Market, we may not be able to list our common stock on another national securities
exchange or obtain quotation on an over-the counter quotation system.

If our common stock is delisted from The Nasdaq Capital Market, your ability to sell your shares of our common stock
could also be limited by the penny stock restrictions, which could further limit the marketability of your shares.

If our common stock is delisted, it could come within the definition of “penny stock™ as defined in the Exchange Act and
would then be covered by Rule 15g-9 of the Exchange Act. That Rule imposes additional sales practice requirements on
broker-dealers who sell securities to persons other than established customers and accredited investors. For transactions
covered by Rule 15g-9, the broker-dealer must make a special suitability determination for the purchaser and receive the
purchaser’s written agreement to the transaction prior to the sale. Consequently, Rule 15g-9, if it were to become applicable,
would affect the ability or willingness of broker-dealers to sell our securities, and accordingly would affect the ability of
stockholders to sell their securities in the public market. These additional procedures could also limit our ability to raise
additional capital in the future.
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Our Board of Directors has determined to suspend our quarterly cash dividend.

On August 9, 2023, the Board of Directors determined it appropriate to suspend dividend payments, with the associated future
capital resources being allocated towards the Company’s share repurchase program, repayments of the outstanding balance
on our credit facility and other Company initiatives. The Board of Directors may or may not reinstate future dividend
payments in the future, the amount and frequency of which will be determined at the sole discretion of the Board. To the
extent that the dividend is not reinstated in the future, only appreciation of the price of our common stock, which may not
occur, will provide a return to our stockholders. The determination to pay dividends on our common stock is at the discretion
of our Board of Directors.

Our stock repurchases are discretionary and even if effected, they may not achieve the desired objectives.

On January 29, 2025, the Board of Directors authorized and approved an extension of the ongoing share repurchase program
for up to $5.0 million of the currently outstanding shares of the Company’s common stock originally approved by the Board
of Directors on April 26, 2023, and set to expire on June 30, 2024. Subject to any future extension in the discretion of the
Board of Directors of the Company, the repurchase program is now scheduled to expire on June 30, 2026, or when a maximum
of $5.0 million of the Company’s common stock has been repurchased, or when such program is discontinued by the Board
of Directors. Under the stock repurchase program, shares may be repurchased from time to time in the open market or through
negotiated transactions at prevailing market rates, or by other means in accordance with federal securities laws. Repurchases
are made at management’s discretion at prices management considers to be attractive and in the best interests of both the
Company and its stockholders, subject to the availability of stock, general market conditions, the trading price of the stock,
alternative uses for capital, and the Company’s financial performance. The program does not obligate the Company to acquire
a minimum amount of shares.

There can be no assurance that any repurchases pursuant to our stock repurchase program will enhance stockholder value
because the market price of our common stock may decline below the levels at which we repurchase such shares. The amounts
and timing of the repurchases may also be influenced by general market conditions, regulatory developments (including
recent legislative actions which, subject to certain conditions, may impose an excise tax of 1% on our stock repurchases) and
the prevailing price and trading volumes of our common stock. If our financial condition deteriorates or we decide to use our
cash for other purposes, we may suspend repurchase activity at any time.

A sale of a substantial number of registered shares of common could cause the price of our common stock to decline and
make it harder for us to sell equity in the future.

We have registered the resale of a significant number of shares of common stock pursuant to a Form S-3 Registration
Statement and a Form S-1 Registration Statement. The registered shares represent a significant number of shares of our
common stock, and if sold in the market all at once or at about the same time, could significantly depress the market price of
our common stock during the period the registration statement remains effective and could also affect our ability to raise
equity capital in the future at a time and price that we deem reasonable or appropriate.

Risks Relating to our Purchase Agreement with Roth Principal Investments

The issuance and sale of our Common Stock to Roth Principal Investments may cause dilution to our other stockholders
and the sale of the shares of Common Stock acquired by Roth Principal Investments, or the perception that such sales
may occur, could cause the price of our Common Stock to fall.

On October 9, 2025, we entered into the purchase agreement with Roth Principal Investments, pursuant to which Roth
Principal Investments has committed to purchase up to $25.0 million of Purchase Shares, upon the terms and subject to the
conditions set forth in the purchase agreement. Upon the execution of the purchase agreement, we issued 223,141
Commitment Shares to Roth Principal Investments as consideration for its commitment to purchase our Purchase Shares at
our direction under the purchase agreement. The remaining shares of our common stock that may be issued under the purchase
agreement may be sold by us to Roth Principal Investments at our discretion from time to time over a 24-month period
following the effective date of a Form S-1 Registration Statement which was declared effective on December 1, 2025, subject
to certain conditions. The purchase price for the shares that we may sell to Roth Principal Investments under the purchase
agreement will fluctuate based on the market price of our common stock. Depending on demand and market liquidity at the
time, sales of such shares by Roth Principal Investments may cause the trading price of our common stock to fall.

We generally have the right to control the timing and amount of any future sales of our shares to Roth Principal Investments.
Any sales of our common stock to Roth Principal Investments will depend upon market conditions and other factors to be
determined by us. We may ultimately decide to sell to Roth Principal Investments all, some or none of the shares of our
common stock that may be available for us to sell pursuant to the purchase agreement. If and when we sell shares to Roth
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Principal Investments, Roth Principal Investments may then resell all, some or none of those shares at any time or from time
to time in its discretion. Therefore, our sales to Roth Principal Investments could result in substantial dilution to the interests
of other holders of our common stock. Additionally, the sale of a substantial number of shares of our common stock to Roth
Principal Investments, or the anticipation of such sales, could make it more difficult for us to sell equity or equity-related
securities in the future at a time and at a price that we might otherwise wish to effect sales.

It is not possible to predict the actual number of shares we will sell under the Purchase Agreement to Roth Principal
Investments, or the actual gross proceeds resulting from those sales.

On October 9, 2025, we entered into the purchase agreement with Roth Principal Investments, pursuant to which Roth
Principal Investments has committed to purchase up to $25,000,000 of shares of our common stock, subject to certain
limitations and conditions set forth in the purchase agreement. The shares of our common stock that may be issued under the
purchase agreement may be sold by us to Roth Principal Investments at our discretion from time to time during the
Commitment Period.

We generally have the right to control the timing and amount of any sales of our shares of common stock to Roth Principal
Investments under the purchase agreement. Sales of our common stock, if any, to Roth Principal Investments under the
purchase agreement will depend upon market conditions and other factors to be determined by us.

Because the per share purchase price that Roth Principal Investments will pay for Purchase Shares in any Market Open
Purchase or Intraday Purchase that we may elect to effect pursuant to the purchase agreement will be determined by reference
to the VWARP during the applicable valuation periods. It is not possible for us to predict the number of shares of common
stock that we will sell to Roth Principal Investments as Purchase Shares under the purchase agreement, the purchase price
per share that Roth Principal Investments will pay for Purchase Shares purchased from us under the purchase agreement, or
the aggregate gross proceeds that we will receive from those purchases by Roth Principal Investments under the purchase
agreement.

Although the purchase agreement provides that we may sell up to $25,000,000 of our common stock to Roth Principal
Investments, only 23,876,859 Purchase Shares (in addition to the 223,141 Commitment Shares, for which we have not and
will not receive any cash consideration) have been registered under the Securities Act for resale by Roth Principal
Investments. Depending on the market prices of our common stock on the Purchase Dates on which we elect to sell such
Purchase Shares to Roth Principal Investments under the purchase agreement, we may need to register under the Securities
Act additional shares of our common stock for resale by Roth Principal Investments in order for us to receive aggregate
proceeds equal to Roth Principal Investments’ $25,000,000 maximum aggregate purchase commitment available to us under
the purchase agreement.

Moreover, to the extent that the Exchange Cap remains applicable to issuances and sales of our common stock under the
Purchase Agreement, if we elect to issue and sell to Roth Principal Investments more shares of common stock than the
Exchange Cap (or 7,123,382 shares of common stock, 223,141 of which shares represent the Commitment Shares that we
issued to Roth Principal Investments upon execution of the purchase agreement on October 9, 2025, for which we have not
and will not receive any cash consideration) under the purchase agreement, which we have the right, but not the obligation,
to do, we must first obtain stockholder approval to issue shares of common stock in excess of the Exchange Cap under the
purchase agreement in accordance with applicable Nasdaq rules.

The Roth Principal Investments will pay less than the then-prevailing market price for our shares of Common Stock,
which could cause the price of our Common Stock to decline.

The purchase price of our common stock to be sold to Roth Principal Investments under the Purchase Agreement is derived
from the market price of our common stock on Nasdaq. Common stock to be sold to Roth Principal Investments pursuant to
the Purchase Agreement will be purchased at a discounted price. The actual amount of proceeds we receive pursuant to each
Purchase Notice (each, the “Purchase Amount”) is determined by multiplying the Purchase Amount requested by the
applicable purchase price.

The Roth Principal Investments may sell the shares it receives immediately after receipt of such shares, and/or may sell such
shares short prior to the purchase of such shares, which may be prior to final determination of the purchase price for such
shares and could cause the price of our common stock to decrease. If the price of our common stock declines, then Roth
Principal Investments may pay a lower purchase price for such shares.
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We will owe the Roth Principal Investments additional consideration in the event it does not generate at least $450,000 in
proceeds from the Roth Principal Investments’ resale of the Commitment Shares.

As consideration for Roth Principal Investments’ commitment to purchase shares of common stock our direction upon the
terms and subject to the conditions set forth in the purchase agreement, we (i) paid to Roth Principal Investments a cash
“structuring fee” of $25,000, prior to our execution of the purchase agreement, (ii) upon our execution of the purchase
agreement, we issued 223,141 Commitment Shares to Roth Principal Investments, which Commitment Shares had a total
aggregate value equal to 1.08% of Roth Principal Investments” $25,000,000 total aggregate purchase commitment under the
purchase agreement (each Commitment Share valued at $1.21 per share, representing the closing sale price of the common
stock immediately prior to the execution of the purchase agreement, rounded to the nearest whole share), and (iii) agreed to
pay to Roth Principal Investments the Cash Commitment Fee of $180,000, which was equal to 0.72% of Roth Principal
Investments” $25,000,000 total aggregate dollar amount purchase commitment under the purchase agreement. Under the
terms of the purchase agreement, in certain circumstances set forth in the purchase agreement, we may be required to pay
Roth Principal Investments up to $270,000 (or 1.08% of Roth Principal Investments’ $25,000,000 aggregate purchase
commitment under the purchase agreement), in cash, as a “make-whole” payment to the extent the aggregate amount of cash
proceeds, if any, received by Roth Principal Investments from the resale of the Commitment Shares, prior to certain times set
forth in the purchase agreement, is less than $270,000, in exchange for Roth Principal Investments returning to us for
cancelation all of the Commitment Shares we originally issued to Roth Principal Investments upon execution of the purchase
agreement that were not previously resold by Roth Principal Investments prior to the times specified in the purchase
agreement, if any. We will not make any such cash “make-whole” payment to Roth Principal Investments if, after the
Commencement Date, the aggregate net proceeds received by Roth Principal Investments from their resale of all or any
portion of the Commitment Shares equals or exceeds $270,000.

Risks Relating to Our Governing Documents and Delaware Law

Our Certificate of Incorporation provides for indemnification of officers and directors at our expense and limits their
liability, which may result in a major cost to us and hurt the interests of our stockholders because corporate resources
may be expended for the benefit of officers or directors.

Article VL.B. of our Certificate of Incorporation provides for indemnification as follows: “To the fullest extent permitted by
applicable law, as the same exists or may hereafter be amended, the Corporation shall indemnify and hold harmless each
person who is or was made a party or is threatened to be made a party to or is otherwise involved in any threatened, pending
or completed action, suit or proceeding, whether civil, criminal, administrative or investigative (a “proceeding”) by reason of
the fact that he or she is or was a director or officer of the Corporation or, while a director or officer of the Corporation, is or
was serving at the request of the Corporation as a director, officer, employee or agent of another corporation or of a
partnership, joint venture, trust, other enterprise or nonprofit entity, including service with respect to an employee benefit
plan (an “indemnitee”), whether the basis of such proceeding is alleged action in an official capacity as a director, officer,
employee or agent, or in any other capacity while serving as a director, officer, employee or agent, against all liability and
loss suffered and expenses (including, without limitation, attorneys’ fees, judgments, fines, ERISA excise taxes and penalties
and amounts paid in settlement) reasonably incurred by such indemnitee in connection with such proceeding. The Corporation
shall to the fullest extent not prohibited by applicable law pay the expenses (including attorneys’ fees) incurred by an
indemnitee in defending or otherwise participating in any proceeding in advance of its final disposition; provided, however,
that, to the extent required by applicable law, such payment of expenses in advance of the final disposition of the proceeding
shall be made only upon receipt of an undertaking, by or on behalf of the indemnitee, to repay all amounts so advanced if it
shall ultimately be determined that the indemnitee is not entitled to be indemnified under Article VI.B. of the Certificate of
Incorporation or otherwise.”

Our obligation to indemnify our officers and directors may discourage stockholders from bringing a lawsuit against our
officers or directors for breach of their fiduciary duty. These provisions also may have the effect of reducing the likelihood
of derivative litigation against our officers and directors, even though such an action, if successful, might otherwise benefit
us and our stockholders. Furthermore, a stockholder’s investment may be adversely affected to the extent we pay the costs of
settlement and damage awards against our officers and directors pursuant to these indemnification provisions.

We have been advised that, in the opinion of the SEC, indemnification for liabilities arising under federal securities laws is
against public policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for
indemnification for liabilities arising under federal securities laws, other than the payment by us of expenses incurred or paid
by a director, officer or controlling person in the successful defense of any action, suit or proceeding, is asserted by a director,
officer or controlling person in connection with our activities, we will (unless in the opinion of our counsel, the matter has
been settled by controlling precedent) submit to a court of appropriate jurisdiction, the question whether indemnification by
us is against public policy as expressed in the Securities Act and will be governed by the final adjudication of such issue. The
legal process relating to this matter if it were to occur is likely to be very costly and may result in us receiving negative
publicity, either of which factors is likely to materially reduce the market and price for our shares.
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Our Certificate of Incorporation contains a specific provision that limits the liability of our directors for monetary damages
to the Company and the Company’s stockholders and requires us, under certain circumstances, to indemnify officers,
directors and employees.

The limitation of monetary liability against our directors, officers and employees under Delaware law and the existence of
indemnification rights to them may result in substantial expenditures by us and may discourage lawsuits against our directors,
officers and employees.

Our Certificate of Incorporation contains a specific provision that limits the liability of our directors for monetary damages
to the Company and the Company’s stockholders, including as a result of a breach of their fiduciary duties, except to the
extent such exception from liability is not permitted under Delaware General Corporation Law. We also have contractual
indemnification obligations under our employment and engagement agreements with our executive officers and directors, as
well as pursuant to indemnification agreements. The foregoing indemnification obligations could result in us incurring
substantial expenditures to cover the cost of settlement or damage awards against our directors and officers, which the
Company may be unable to recoup. These provisions and resultant costs may also discourage us from bringing a lawsuit
against our directors and officers for breaches of their fiduciary duties and may similarly discourage the filing of derivative
litigation by our stockholders against our directors and officers, even though such actions, if successful, might otherwise
benefit us and our stockholders.

Anti-takeover provisions in our Certificate of Incorporation and our Amended and Restated Bylaws, as well as provisions
of Delaware law, might discourage, delay or prevent an acquisition of the Company, a change in control of our company
or changes in our management and, therefore, depress the trading price of our common stock.

Certain provisions of the Delaware General Corporation Law (DGCL) have anti-takeover effects and may inhibit a non-
negotiated merger or other business combination, notwithstanding the fact that our Certificate of Incorporation provides that
we are not subject to Section 203 of the DGCL, which relates to certain restrictions on business combinations with interested
stockholders. These provisions are intended to encourage any person interested in acquiring the Company to negotiate with,
and to obtain the approval of, our directors, in connection with such a transaction. As a result, certain of these provisions may
discourage a future acquisition of the Company, including an acquisition in which the stockholders might otherwise receive
a premium for their shares. In addition, we can also authorize “blank check” preferred stock, which could be issued by our
Board of Directors without stockholder approval and may contain voting, liquidation, dividend and other rights superior to
our common stock.

Additionally, our Certificate of Incorporation and Amended and Restated Bylaws also contain provisions that may
discourage, delay or prevent a merger, acquisition or other change in control that stockholders may consider favorable,
including transactions in which you might otherwise receive a premium for your shares of our common stock. These
provisions may also prevent or delay attempts by our stockholders to replace or remove our management. Our corporate
governance documents include provisions:

e a classified board of directors, as a result of which our board of directors is divided into three classes, with each
class serving for staggered three-year terms;

e the removal of directors only for cause;

e requiring advance notice of stockholder proposals for business to be conducted at meetings of our stockholders and
for nominations of candidates for election to our Board of Directors;

e authorizing blank check preferred stock, which could be issued with voting, liquidation, dividend and other rights
superior to our common stock; and

e limiting the liability of, and providing indemnification to, our directors and officers.
Any provision of our Certificate of Incorporation or Amended and Restated Bylaws or Delaware law that has the effect of
delaying or deterring a change in control could limit the opportunity for our stockholders to receive a premium for their shares
of our common stock, and could also affect the price that some investors are willing to pay for our common stock.
The existence of the foregoing provisions and anti-takeover measures could limit the price that investors might be willing to

pay in the future for shares of our common stock. They could also deter potential acquirers of our company, thereby reducing
the likelihood that you could receive a premium for your common stock in an acquisition.
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Our Certificate of Incorporation contains exclusive forum provisions that may discourage lawsuits against us and our
directors and officers.

Our Certificate of Incorporation provides that unless the corporation consents in writing to the selection of an alternative
forum, the Court of Chancery of the State of Delaware, will be the sole and exclusive forum for (i) any derivative action or
proceeding brought on behalf of the Company, (ii) any action asserting a claim for breach of a fiduciary duty owed by any
current or former director, officer, employee or stockholder of the Company to the Company or the Company’s stockholders,
(iii) any action asserting a claim arising pursuant to any provision of the Delaware General Corporation Law, our Certificate
of Incorporation or Bylaws or (iv) any action asserting a claim governed by the internal affairs doctrine.

The choice of forum provision in our Certificate of Incorporation does not waive our compliance with our obligations under
the federal securities laws and the rules and regulations thereunder. Moreover, the provision does not apply to suits brought
to enforce a duty or liability created by the Exchange Act or by the Securities Act. Section 27 of the Exchange Act creates
exclusive federal jurisdiction over all suits brought to enforce any duty or liability created by the Exchange Act or the rules
and regulations thereunder, and Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts
with respect to suits brought to enforce a duty or liability created by the Securities Act or the rules and regulations thereunder.
Accordingly, both state and federal courts have jurisdiction to entertain claims under the Securities Act.

Notwithstanding the above, to prevent having to litigate claims in multiple jurisdictions and the threat of inconsistent or
contrary rulings by different courts, among other considerations, our Certificate of Incorporation provides that unless the
Company consents, the U.S. federal district courts will be the exclusive forum for resolving any complaint asserting a cause
of action arising under the Securities Act. However, there is uncertainty as to whether a court would enforce such a provision.
While the Delaware courts have determined that choice of forum provisions of the type included in our Certificate of
Incorporation are facially valid, a stockholder may nevertheless seek to bring a claim in a venue other than those designated
in our exclusive forum provision. In such instance, to the extent applicable, we would expect to vigorously assert the validity
and enforceability of our exclusive forum provision. This may require additional costs associated with resolving such action
in other jurisdictions and there can be no assurance that the provisions will be enforced by a court in those other jurisdictions.

These exclusive forum provisions may limit the ability of the Company’s stockholders to bring a claim in a judicial forum
that such stockholders find favorable for disputes with the Company or the Company’s directors or officers, which may
discourage such lawsuits against the Company and the Company’s directors and officers. Alternatively, if a court were to
find one or more of these exclusive forum provisions inapplicable to, or unenforceable in respect of, one or more of the
specified types of actions or proceedings described above, we may incur additional costs associated with resolving such
matters in other jurisdictions or forums, which could materially and adversely affect our business, financial condition, or
results of operations.

General Risk Factors

Because we are a smaller reporting company, the requirements of being a public company, including compliance with the
reporting requirements of the Exchange Act and the requirements of the Sarbanes-Oxley Act and the Dodd-Frank Act,
may strain our resources, increase our costs and distract management, and we may be unable to comply with these
requirements in a timely or cost-effective manner.

As a public company with listed equity securities, we must comply with the federal securities laws, rules and regulations,
including certain corporate governance provisions of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”) and the
Dodd-Frank Act, related rules and regulations of the SEC and Nasdaq, with which a private company is not required to
comply. Complying with these laws, rules and regulations will occupy a significant amount of time of our board of directors
and management and will significantly increase our costs and expenses, which we cannot estimate accurately at this time.
Among other things, we must:

e cstablish and maintain a system of internal control over financial reporting in compliance with the requirements of
Section 404 of the Sarbanes-Oxley Act and the related rules and regulations of the SEC and the Public Company
Accounting Oversight Board;

e comply with rules and regulations promulgated by Nasdaq;

e prepare and distribute periodic public reports in compliance with our obligations under the federal securities laws;

e maintain various internal compliance and disclosures policies, such as those relating to disclosure controls and
procedures and insider trading in our common stock;
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e involve and retain to a greater degree outside counsel and accountants in the above activities;
e maintain a comprehensive internal audit function; and
e maintain an investor relations function.

In addition, being a public company subject to these rules and regulations may require us to accept less director and officer
liability insurance coverage than we desire or to incur substantial costs to obtain coverage. These factors could also make it
more difficult for us to attract and retain qualified members of our board of directors, particularly to serve on our audit
committee, and qualified executive officers.

Our business could be adversely affected by security threats, including cybersecurity threats.

We face various security threats, including cybersecurity threats to gain unauthorized access to our sensitive information or
to render our information or systems unusable, and threats to the security of our facilities and infrastructure or third-party
facilities and infrastructure, such as gathering and processing facilities, refineries, rail facilities and pipelines. The potential
for such security threats subjects our operations to increased risks that could have a material adverse effect on our business,
financial condition and results of operations. For example, unauthorized access to our seismic data, reserves information or
other proprietary information could lead to data corruption, communication interruptions, or other disruptions to our
operations.

Our implementation of various procedures and controls to monitor and mitigate such security threats and to increase security
for our information, systems, facilities and infrastructure may result in increased capital and operating costs. Moreover, there
can be no assurance that such procedures and controls will be sufficient to prevent security breaches from occurring. If any
of these security breaches were to occur, they could lead to losses of, or damage to, sensitive information or facilities,
infrastructure and systems essential to our business and operations, as well as data corruption, reputational damage,
communication interruptions or other disruptions to our operations, which, in turn, could have a material adverse effect on
our business, financial position and results of operations.

The threat and impact of terrorist attacks, cyber-attacks or similar hostilities may adversely impact our operations.

We cannot assess the extent of either the threat or the potential impact of future terrorist attacks on the energy industry in
general, and on us in particular, either in the short-term or in the long-term. Uncertainty surrounding such hostilities may
affect our operations in unpredictable ways, including the possibility that infrastructure facilities, including pipelines and
gathering systems, production facilities, processing plants and refineries, could be targets of, or indirect casualties of, an act
of terror, a cyber-attack or electronic security breach, or an act of war.

We may have difficulty managing growth in our business, which could have a material adverse effect on our business,
financial condition and results of operations and our ability to execute our business plan in a timely fashion.

Because of our small size, growth in accordance with our business plans, if achieved, will place a significant strain on our
financial, technical, operational and management resources. As we expand our activities, including our planned increase in
oil exploration, development and production, and increase the number of projects we are evaluating or in which we participate,
there will be additional demands on our financial, technical and management resources. The failure to continue to upgrade
our technical, administrative, operating and financial control systems or the occurrence of unexpected expansion difficulties,
including the inability to recruit and retain experienced managers, geoscientists, petroleum engineers and landmen could have
a material adverse effect on our business, financial condition and results of operations and our ability to execute our business
plan in a timely fashion.

Failure to adequately protect critical data and technology systems could materially affect our operations.

Information technology solution failures, network disruptions and breaches of data security could disrupt our operations by
causing delays or cancellation of customer orders, impeding processing of transactions and reporting financial results,
resulting in the unintentional disclosure of customer, employee or our information, or damage to our reputation. There can
be no assurance that a system failure or data security breach will not have a material adverse effect on our financial condition,
results of operations or cash flows.
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If we complete acquisitions or enter into business combinations in the future, they may disrupt or have a negative impact
on our business.

If we complete acquisitions or enter into business combinations in the future, funding permitting, we could have difficulty
integrating the acquired companies’ assets, personnel and operations with our own. Additionally, acquisitions, mergers or
business combinations we may enter into in the future could result in a change of control of the Company, and a change in
the board of directors or officers of the Company. In addition, the key personnel of the acquired business may not be willing
to work for us. We cannot predict the effect expansion may have on our core business. Regardless of whether we are
successful in making an acquisition or completing a business combination, the negotiations could disrupt our ongoing
business, distract our management and employees and increase our expenses. In addition to the risks described above,
acquisitions and business combinations are accompanied by a number of inherent risks, including, without limitation, the
following:

e the difficulty of integrating acquired companies, concepts and operations;

e the potential disruption of the ongoing businesses and distraction of our management and the management of
acquired companies;

e change in our business focus and/or management;
e difficulties in maintaining uniform standards, controls, procedures and policies;

e the potential impairment of relationships with employees and partners as a result of any integration of new
management personnel;

e the potential inability to manage an increased number of locations and employees;
e  our ability to successfully manage the companies and/or concepts acquired;

e the failure to realize efficiencies, synergies and cost savings; or

e the effect of any government regulations which relate to the business acquired.

Our business could be severely impaired if and to the extent that we are unable to succeed in addressing any of these risks or
other problems encountered in connection with an acquisition or business combination, many of which cannot be presently
identified. These risks and problems could disrupt our ongoing business, distract our management and employees, increase
our expenses and adversely affect our results of operations.

Any acquisition or business combination transaction we enter into in the future could cause substantial dilution to existing
stockholders, result in one party having majority or significant control over the Company or result in a change in business
focus of the Company.

If persons engage in short sales of our common stock, the price of our common stock may decline.

Selling short is a technique used by a stockholder to take advantage of an anticipated decline in the price of a security. In
addition, holders of options and warrants will sometimes sell short knowing they can, in effect, cover through the exercise of
an option or warrant, thus locking in a profit. A significant number of short sales or a large volume of other sales within a
relatively short period of time can create downward pressure on the market price of a security. Further sales of common stock
issued upon exercise of future warrants or other convertible securities could cause even greater declines in the price of our
common stock due to the number of additional shares available in the market upon such exercise, which could encourage
short sales that could further undermine the value of our common stock. Stockholders could, therefore, experience a decline
in the values of their investment as a result of short sales of our common stock.
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Stockholders may be diluted significantly through our efforts to obtain financing and satisfy obligations through the
issuance of securities.

Wherever possible, our Board of Directors will attempt to use non-cash consideration to satisfy obligations. In many
instances, we believe that the non-cash consideration will consist of shares of our common stock, preferred stock, or warrants
to purchase shares of our common stock. Our Board of Directors has authority, without action or vote of the stockholders,
subject to the requirements of The Nasdaq Capital Market (which generally require stockholder approval for any transactions
which would result in the issuance of more than 20% of our then outstanding shares of common stock or voting rights
representing over 20% of our then outstanding shares of stock, subject to certain exceptions, including sales in a public
offering and/or sales which are undertaken at or above the lower of the closing price immediately preceding the signing of
the binding agreement or the average closing price for the five trading days preceding the signing of the binding agreement),
to issue all or part of the authorized but unissued shares of common stock, preferred stock or warrants to purchase such shares
of common stock. In addition, we may attempt to raise capital by selling shares of our common stock, possibly at a discount
to market in the future. These actions will result in dilution of the ownership interests of existing stockholders and may further
dilute common stock book value, and that dilution may be material. Such issuances may also serve to enhance existing
management’s ability to maintain control of us, because the shares may be issued to parties or entities committed to supporting
existing management.

Future litigation or governmental proceedings could result in material adverse consequences, including judgments or
settlements.

From time to time, we are involved in lawsuits, regulatory inquiries and may be involved in governmental and other legal
proceedings arising out of the ordinary course of our business. Many of these matters raise difficult and complicated factual
and legal issues and are subject to uncertainties and complexities. The timing of the final resolutions to these types of matters
is often uncertain. Additionally, the possible outcomes or resolutions to these matters could include adverse judgments or
settlements, either of which could require substantial payments, adversely affecting our results of operations and liquidity.

We may become involved in securities class action litigation that could divert management’s attention and harm the
combined company’s business, and insurance coverage may not be sufficient to cover all costs and damages.

In the past, securities class action or stockholder derivative litigation often follows certain significant business transactions,
such as a material acquisition like the one completed in January 2022. The combined company may become involved in this
type of litigation in the future. Litigation often is expensive and diverts management’s attention and resources, which could
adversely affect the combined company’s business.

The physical effects of climate change could disrupt our production and cause us to incur significant costs in preparing
for or responding to those effects. An economy-wide transition to lower GHG energy sources could have a variety of
adverse effects on our operations and financial results.

Many scientists have shown that increasing concentrations of carbon dioxide, methane and other GHGs in the Earth’s
atmosphere are changing global climate patterns. One consequence of climate change could be increased severity of extreme
weather, such as increased hurricanes and floods. If such events were to occur, or become more frequent, our operations could
be adversely affected in various ways, including through damage to our facilities or from increased costs for insurance.

Another possible consequence of climate change is increased volatility in seasonal temperatures. The market for natural gas
is generally improved by periods of colder weather and impaired by periods of warmer weather, so any changes in climate
could affect the market for the fuels that we produce. As a result, if there is an overall trend of warmer temperatures, it would
be expected to have an adverse effect on our business.

Efforts by governments, international bodies, businesses and consumers to reduce GHGs and otherwise mitigate the effects
of climate change are ongoing. The nature of these efforts and their effects on our business are inherently unpredictable and
subject to change. However, actions taken by private parties in anticipation of, or to facilitate, a transition to a lower-GHG
economy will affect us as well. For example, our cost of capital may increase if lenders or other market participants decline
to invest in fossil fuel-related companies for regulatory or reputational reasons. Similarly, increased demand for low-carbon
or renewable energy sources from consumers could reduce the demand for, and the price of, the products we produce.
Technological changes, such as developments in renewable energy and low-carbon transportation, could also adversely affect
demand for our products.
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The Company does not insure against all potential losses, which could result in significant financial exposure.

The Company does not have commercial insurance or third-party indemnities to fully cover all operational risks or potential
liability in the event of a significant incident or series of incidents causing catastrophic loss. As a result, the Company is, to
a substantial extent, self-insured for such events. The Company relies on existing liquidity, financial resources and borrowing
capacity to meet short-term obligations that would arise from such an event or series of events. The occurrence of a significant
incident, series of events, or unforeseen liability for which the Company is self-insured, not fully insured or for which
insurance recovery is significantly delayed could have a material adverse effect on the Company’s results of operations or
financial condition.

Increasing attention to environmental, social, and governance (ESG) matters may impact our business.

Increasing attention to ESG matters, including those related to climate change and sustainability, increasing societal, investor
and legislative pressure on companies to address ESG matters, may result in increased costs, reduced profits, increased
investigations and litigation or threats thereof, negative impacts on our stock price and access to capital markets, and damage
to our reputation. Increasing attention to climate change, for example, may result in demand shifts for hydrocarbon and
additional governmental investigations and private litigation, or threats thereof, against the Company. In addition,
organizations that provide information to investors on corporate governance and related matters have developed ratings
processes for evaluating companies on their approach to ESG matters, including climate change and climate-related risks.
Such ratings are used by some investors to inform their investment and voting decisions. Also, some stakeholders, including
but not limited to sovereign wealth, pension, and endowment funds, have been divesting and promoting divestment of or
screening out of fossil fuel equities and urging lenders to limit funding to companies engaged in the extraction of fossil fuel
reserves. Unfavorable ESG ratings and investment community divestment initiatives, among other actions, may lead to
negative investor sentiment toward the Company and to the diversion of investment to other industries, which could have a
negative impact on our stock price and our access to and costs of capital. Additionally, evolving expectations on various ESG
matters, including biodiversity, waste and water, may increase costs, require changes in how we operate and lead to negative
stakeholder sentiment.

Global economic conditions could materially adversely affect our business, results of operations, financial condition and
growth.

Adverse macroeconomic conditions, including inflation, slower growth or recession, new or increased tariffs, changes to
fiscal and monetary policy, tighter credit, higher interest rates, high unemployment and currency fluctuations could materially
adversely affect our operations, expenses, access to capital and the market for oil and gas. In addition, uncertainty about, or
a decline in, global or regional economic conditions could have a significant impact on our expected funding sources,
suppliers and partners. A downturn in the economic environment could also lead to limitations on our ability to issue new
debt; reduced liquidity; and declines in the fair value of our financial instruments. These and other economic factors could
materially adversely affect our business, results of operations, financial condition and growth.

We may be adversely affected by climate change or by legal, regulatory or market responses to such change.

The long-term effects of climate change are difficult to predict; however, such effects may be widespread. Impacts from
climate change may include physical risks (such as rising sea levels or frequency and severity of extreme weather conditions),
social and human effects (such as population dislocations or harm to health and well-being), compliance costs and transition
risks (such as regulatory or technology changes) and other adverse effects. The effects of climate change could increase the
cost of certain products, commodities and energy (including utilities), which in turn may impact our ability to procure goods
or services required for the operation of our business. Climate change could also lead to increased costs as a result of physical
damage to or destruction of our facilities, equipment and business interruption due to weather events that may be attributable
to climate change. These events and impacts could materially adversely affect our business operations, financial position or
results of operation.

We might be adversely impacted by changes in accounting standards.

Our consolidated financial statements are subject to the application of GAAP, which periodically is revised or reinterpreted.
From time to time, we are required to adopt new or revised accounting standards issued by recognized authoritative bodies,
including the Financial Accounting Standards Board and the SEC. It is possible that future accounting standards may require
changes to the accounting treatment in our consolidated financial statements and may require us to make significant changes
to our financial systems. Such changes might have a materially adverse impact on our financial position or results of
operations.
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Future changes to U.S. tax laws, if adopted, could have an adverse effect on our business, financial condition, results of
operations, and cash flows.

From time to time, legislative proposals are made that would, if enacted, result in the elimination of the immediate deduction
for intangible drilling and development costs, the elimination of the deduction from income for domestic production activities
relating to industrial gas, oil and natural gas exploration and development, the repeal of the percentage depletion allowance
for oil and gas properties, and an extension of the amortization period for certain geological and geophysical expenditures.
Such changes, if adopted, or other similar changes that reduce or eliminate deductions currently available with respect to
industrial gas oil and gas exploration and development, could adversely affect our business, financial condition, results of
operations, and cash flows.

Item 1B. Unresolved Staff Comments.
None.

Item 1C. Cybersecurity.

Risk Management and Strategy

The Company’s cybersecurity environment is led by our information technology (IT) group, which, in addition
to cybersecurity matters, oversees the Company’s IT infrastructure. The IT group is responsible for monitoring and managing
the security of the Company's corporate network and enterprise systems, including technical controls, and safety protocols
and responding to security threats.

The Company maintains a cybersecurity risk management program that establishes safeguards for protecting the
confidentiality, integrity, and availability of our data, technology, and information systems. The program includes general
controls for managing changes in and access to the Company’s IT environment, cybersecurity awareness and training to help
employees identify and mitigate against cybersecurity threats, cybersecurity incident response plans and third-party incident
response retainers to help expedite the Company’s response in the event of a cybersecurity incident.

The Company’s Director of IT is primarily responsible for the day-to-day operation of the Company’s cybersecurity program
and for identifying cybersecurity threats and incidents and managing the material risks associated with
the cybersecurity threats. The Company’s Director of IT engages third-party vendors and cybersecurity consortiums
periodically for cybersecurity-related guidance and certifications. In the event of a cybersecurity incident, the Company’s
process calls for the Director of IT and Chief Financial Officer, to work to assess and respond to the incident and provide
briefings to the Chief Executive Officer and the Audit Committee of the Board of Directors.

The Audit Committee is responsible for providing oversight over management's processes to identify and
evaluate cybersecurity risks to which the Companyis exposed and to implement processes and programs to
manage cybersecurity risks and mitigate any incidents. The Audit Committee also reports material cybersecurity risks to the
Board. We believe this risk management process provides visibility and oversight to allow the Board and executive leadership
team to make timely, data-driven decisions ensuring that the Company, its employees, investors, and partners are adequately
protected.

As of and for the years ended December 31, 2025 and 2024, there have been no cybersecurity incidents that have materially
affected the Company’s business strategy, results of operations, or financial condition.
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Item 2. Properties.

Our oil and gas properties are described below and under Item 8, Notes to Consolidated Financial Statements under the
captions “Oil and Natural Gas Producing Activities” and “Supplemental Oil and Natural Gas Information (Unaudited)”,
respectively.

Oil and Natural Gas Interests

Reserve estimates are based on average prices per barrel of oil and per Mmbtu of natural gas at the first day of each month
of the 12-month period prior to the end of the reporting period. Reserve estimates as of December 31, 2025, 2024, and
2023 are based on the following average prices, in each case as adjusted for transportation, quality, and basis differentials
applicable to our properties on a weighted average basis:

Average Price During
2025 2024 2023

Ol (PET BDI) .o $ 6534 $ 7548 $ 78.22
Gas (Per MMDU) .....ooveeiiiiieieiiieieieeeeeeeee e $ 339 % 2,13 § 2.64

Presented below is a summary of our proved oil and natural gas reserve quantities, all of which are located in the United
States, as of the December 31, 2025, 2024, and 2023:

As of December 31,
2025 2024 2023
Natural Natural Natural
Oil Gas Total Oil Gas Total Oil Gas Total

(MBbl) (MMcf) (MBOE) (MBbl) (MMcf) (MBOE) (MBbl) (MMcf) (MBOE)

Proved developed ........... 1,087 2,188 1,452 1,592 2,307 1,977 3,155 10,054 4,831
Proved non-producing .... - - - - - - 28 28 33
Proved undeveloped ....... - - - - - - - - -

Total proved reserves.. 1,087 2,188 1,452 1,592 2,307 1,977 3,183 10,082 4,864

Internal Controls Over Proved Reserve Estimates

Our internal controls over the recording of proved reserves are structured to objectively and accurately estimate our reserve
quantities and values in compliance with the SEC’s regulations. Our process for managing and monitoring our proved reserves
is delegated to On Point Resources, a third-party independent petroleum engineering company. Oversight is provided by
management and the Audit Committee of our Board of Directors, as discussed below.

On Point Resources, Inc.'s President, Don Jacks has worked in the energy industry since 1981 and has been contracted by the
Company to perform our proved reserve estimates since 2019. He holds a Bachelor of Science Degree and a Master of Science
Degree in Petroleum Engineering from The University of Texas at Austin and has been a Registered Professional Petroleum
Engineer in the state of Texas since 1992. He is also a member of the Society of Petroleum Evaluation Engineers (SPEE) and
has been a chapter officer since 2005. Technical and engineering reviews of our assets are performed quarterly by Mr. Jacks
and reported to our management. Data obtained from these reviews, in conjunction with economic data and our ownership
information, is used in making a determination of estimated proved reserve quantities.

Our reserves are reviewed by our management quarterly and by the Audit Committee of our Board of Directors at least
annually. Our management, which includes our Chief Executive Officer and Chief Financial Officer, is responsible for
reviewing and verifying that the estimate of proved reserves is reasonable, complete, and accurate. The Audit Committee
reviews a summary of the final reserves estimate and meets independently with Mr. Jacks separate from our management to
discuss processes and findings in the reserve report. The Audit Committee can and does request reports and information from
Mr. Jacks to independently verify values reported by the management team.
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Oil and Natural Gas Production, Production Prices, and Production Costs. The following table sets forth certain information
regarding our net production volumes, average sales prices realized and certain expenses associated with sales of oil and
natural gas for the years ended December 31, 2025, 2024, and 2023.

2025 2024 2023

Production Volume

O (BDIS) ..ttt 112,797 256,166 391,645

Natural 2aS (IMCTE) ..eeviiiiieeiie e 311,729 958,325 1,396,650

BOE e e 164,752 415,887 624,420
Daily Average Production Volume

Oil (BDIS PEI AAY) 1evvieirieiieeiieieeieee ettt nnees 309 700 1,073

Natural gas (Mcfe per day) ...oooveeeeiierierieeeeeee e 854 2,618 3,826

BOE PEr day..c..coueeuiiiiiiieiieieieec et 451 1,136 1,711
Net prices realized(1)

Ol PO BDL .o $ 56.54 $ 7091 $ 72.39

Natural gas per MCTe......cuvvviiiiiiiiiieiieeeeeseee e 3.13 2.56 2.84

Oil and natural gas per BOE .........cccoooviiiiiiiiceceeeeeeeeee e 44.63 49.58 51.75
Operating Expenses per BOE

Lease operating expenses, gathering, transportation, and treating, and

PTOAUCTION TAXES ...vvvieeviveeeeteeteeteteseeseereteteeteseetesaessesessessesessetessessesesnas $ 35.03 $ 3024 $ 28.70
Depreciation, depletion, accretion, and amortization................eceeeuvennenne. 21.89 19.85 17.99

() Net prices realized represent actual prices realized without regard to the effects of commodity derivatives.

We encourage you to read this information in conjunction with the information contained in our financial statements and
related notes included in this annual report on Form 10-K, at the end of Part III hereof.

The following table provides a regional summary of our production for the years ended December 31, 2025, 2024, and 2023:

2025 2024 2023
Natural Natural Natural
Oil Gas Total Oil Gas Total Oil Gas Total

(Bbl)  (Mcfe) (BOE) (Bbl) (Mcfe) (BOE)  (Bbl) (Mcfe)  (BOE)

Rockies................ 92,343 33,555 97,936 112,191 37,829 118,496 146,199 84,431 160,271
South Texas,
West Texas, and

Gulf Coast.......... 12,125 19,539 15,381 69,367 39,677 75,980 143,825 168,884 171,972
Mid-continent...... 8,328 258,635 51,434 74,608 880,819 221,411 101,621 1,143,335 292,177
Total ...c.coenennne. 112,797 311,729 164,752 256,166 958,325 415,887 391,645 1,396,650 624,420

Drilling and Other Exploratory and Development Activities - Oil and Natural Gas. The Company had no oil and natural gas
development or exploratory drilling activity for the year ending December 31, 2025. For the years ending December 31, 2024
and 2023, the Company participated in 1 gross, productive well, 0.8 and 0.01 net to the Company.

The number of gross oil and gas wells is the total number of wells we participated in, regardless of our ownership interest in
the wells. The information above should not be considered indicative of future drilling performance, nor should it be assumed
that there is any correlation between the number of productive wells drilled and the amount of oil and natural gas that may
ultimately be recovered. See ltem 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations in this annual report on Form 10-K.

Present Activities. Since April 12, 2023, we have not drilled or participated in the drilling of any oil and natural gas wells,

however, we are in the process of returning to production idle wells we acquired in 2022. The table above does not include
industrial gas wells. The Company drilled one industrial gas well during the fourth quarter of 2024 and two in 2025.
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Oil and Natural Gas Properties, Acreage. The table below presents our leasehold acreage for oil and natural gas) as of
December 31, 2025. The Company does not have any undeveloped oil and natural gas leasehold acreage. As of December
31, 2025, all of our acreage is held by production.

Developed Undeveloped Total
Area Gross Net Gross Net Gross Net
ROCKIES ..o 155,019 128,976 - - 155,019 128,976
West Texas, South Texas, and
Gulf Coast......cceeeerveireieeenne. 400 282 - - 400 282
Mid-Continent ...........ccceeevvreeneennne 5,294 4,766 - - 5,294 4,766
Total ..o 160,714 134,025 - - 160,714 134,025

Productive Wells. As of December 31, 2025, the Company had the following gross and net productive wells by region for
our oil and natural gas activities:

Gross Producing Wells Net Producing Wells Average Working Interest
Qil Gas Total Qil Gas Total Qil Gas Total
Rockies ......cccevverueniennnne 187 1 188 187 1 188.0 100.0%  100.0%  100.0%
West Texas, South
Texas, and Gulf
COoaSt v 5 10 15 4 9 12.9 88.0% 85.0% 86.0%
Mid-continent............... 10 18 28 5 3 8.0 48.0% 17.8% 28.6%
Total.....ccooeeieieee 202 29 231 196 13 209 97.1% 43.8% 90.4%

Industrial Gas Assets

Excluded from tables above are our assets related to our industrial gas project. Resulting from two acquisitions, one
occurring on June 26, 2024, and another on January 7, 2025, as of December 31, 2025 we have approximately 116,384 and
80,695 gross and net acres, respectively, of leasehold on the Kevin Dome in Toole County, Montana.

Office Space

As of December 31, 2025, we have leased office space for our Company headquarters in Houston, Texas of 11,000 square
feet. The lease is described in greater detail in “Note 4. Leases”, to the footnotes to the financial statements included
herein. We also own a 1,200 square-foot office building in Cutbank, Montana.

The Company believes its existing facilities and equipment are in good operating condition and are suitable for the conduct
of its business.

Item 3. Legal Proceedings.

From time to time, we may become party to litigation or other legal proceedings that we consider to be a part of the ordinary
course of our business. We are not currently involved in any legal proceedings that we believe could reasonably be expected
to have a material adverse effect on our business, prospects, financial condition or results of operations. We may become
involved in material legal proceedings in the future.

Environmental Contingencies

The nature of the industrial gas, natural gas and oil businesses carries with it certain environmental risks for us and our
subsidiaries. We have implemented various policies, programs, procedures, training and audits to reduce and mitigate such
environmental risks. We conduct periodic reviews, on a company-wide basis, to assess changes in our environmental risk
profile. In the event we believe that economic losses are probable and reasonably estimable, we establish environmental
reserves. We manage our exposure to environmental liabilities in acquisitions by using an evaluation process that seeks to
identify pre-existing contamination or compliance concerns and address the potential liability. Depending on the extent of an
identified environmental concern, we may, among other things, exclude a property from the transaction, require the seller to
remediate the property to our satisfaction in an acquisition or agree to assume liability for the remediation of the property.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART II

Item S. Market for Registrant’s Common Equity, Related Stockholder Matters, and Issuer Purchases of Equity

Securities.

Market Information

Our common stock is traded on the Nasdaq Capital Market under the symbol “USEG”.

Holders

As of March 6, 2026, we had 44,269,192 shares of common stock issued and outstanding held by approximately
261 stockholders of record.

Dividends

On August 9, 2023, the Board of Directors determined it appropriate to suspend dividend or distribution payments, with the
associated future capital resources being allocated towards the Company’s share repurchase program, repayments of the
outstanding balance on our credit facility and other Company initiatives. The Board of Directors may or may not reinstate
future payments in the future, the amount and frequency of which will be determined at the sole discretion of the Board.

Recent Sales of Unregistered Securities

There were no sales of unregistered securities during the year ended December 31, 2025. For the period from January 1, 2025
to the filing date of this report, we sold approximately 8.5 million shares which have previously been reported in a Current
Report on Form 8-K.

Purchases of Equity Securities by The Issuer and Affiliated Purchasers

The following table sets forth share repurchase activity for the respective periods:

Total
Number Approximate
of Shares Dollar Value of
Purchased as Shares that
Part of May Yet Be
Total Publicly Purchased
Number Average Announced Under the
of Shares Price Paid Plans or Plans or
Period Purchased Per Share Programs® Programs®
October Ist to October 31st, 2025 ...c.vvoveveeeeeeeeeene. — 3 — — 3 3,514,370
November st to November 30th, 2025......c.cccn...... — 3 — — 3 3,514,370
December 1st to December 31st, 2025...................... — 3 — — 3 3,514,370
TOLAL 1.ttt — % — — % 3,514,370

(2)

On April 26, 2023, the Board of Directors of the Company authorized and approved a share repurchase program for
up to $5.0 million of the currently outstanding shares of the Company’s common stock, which was originally
extended on March 19, 2024 and more recently extended on January 29, 2025. Subject to any future extensions, the
repurchase program is scheduled to expire on June 30, 2026, when a maximum of $5.0 million of the Company’s
common stock has been repurchased, or when the program is discontinued by the Company. Under the stock
repurchase program, shares may be repurchased from time to time in the open market or through negotiated
transactions at prevailing market rates, or by other means in accordance with federal securities laws. Repurchases
are made at management’s discretion at prices management considers to be attractive and in the best interests of
both the Company and its stockholders, subject to the availability of stock, general market conditions, the trading
price of the stock, alternative uses for capital, and the Company’s financial performance. The repurchase program
is funded using the Company’s working capital. The program does not obligate the Company to acquire a minimum
amount of shares.

See our Consolidated Statements of Changes in Shareholders' Equity for a full roll forward of share activity
during the year ended December 31, 2025.

Item 6. [Reserved]

55



Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This discussion includes forward-looking statements. Please refer to “Cautionary Statement Regarding Forward-Looking
Statements” of this annual report on Form 10-K for important information about these types of statements and “Risk Factors”,
above. Additionally, please refer to the “Glossary of Oil and Natural Gas Terms” of this annual report on Form 10-K for oil
and natural gas industry terminology used herein.

Summary of The Information Contained in Management’s Discussion and Analysis of Financial Condition and Results
of Operations

Our Management’s Discussion and Analysis of Financial Condition and Results of Operations (MD&A) is provided in
addition to the accompanying consolidated financial statements and notes to assist readers in understanding our results of
operations, financial condition, and cash flows. MD&A is organized as follows:

e Plan of Operations and Strategy. Discussion of our strategy moving forward and how we plan to seek to increase
stockholder value.

e Critical Accounting Policies and Estimates. Accounting estimates that we believe are important to understanding
the assumptions and judgments incorporated in our reported financial results and forecasts.

e Results of Operations. An analysis of our financial results comparing the years ended December 31, 2025 and
2024.

e Liquidity and Capital Resources. A discussion of our financial condition, including descriptions of balance sheet
information and cash flows.

Plan of Operations and Strategy

In 2026 and beyond, we intend to seek additional opportunities in the oil, natural gas and industrial gas sectors, including but
not limited to further acquisition of assets, participation with industry partners, and the acquisition of existing companies. We
also plan to finalize the detailed engineering of our processing facility and related activities necessary to bring the plant
online. These activities include but are not limited to acquiring surface acreage, negotiating rights of way and offtake
agreements, designing power infrastructure, and raise capital to fully fund development.

Business Strategy
Key elements of our business strategy include:

e  Deploy our Capital in a Conservative and Strategic Manner and Review Opportunities to Bolster our Liquidity. In
the current industry environment, maintaining liquidity is critical. Therefore, we plan to be highly selective in the
projects we evaluate and to review opportunities to bolster our liquidity and financial position through various
means.

e  FEvaluate and Pursue Value-Enhancing Transactions. We plan to continuously evaluate strategic alternative
opportunities with the goal of enhancing stockholder value.

Critical Accounting Policies and Estimates

The preparation of our consolidated financial statements in conformity with GAAP requires us to make assumptions and
estimates that affect the reported amounts of assets, liabilities, revenues and expenses, as well as the disclosure of contingent
assets and liabilities at the date of our financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results may differ from these estimates under different assumptions or conditions. A summary of our
significant accounting policies is detailed in Note 1 — Organization, Operations and Significant Accounting Policies of our
consolidated financial statements. We have outlined below those policies identified as being critical to the understanding of
our business and results of operations and that require the application of significant management judgment.
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Oil and Natural Gas Reserve Estimates. Our estimates of proved reserves are based on quantities of oil and natural gas
reserves which current engineering data indicates are recoverable from known reservoirs under existing economic and
operating conditions. Estimates of proved reserves are critical estimates in determining our depreciation, depletion and
amortization expense (“DD&A”) and our full cost ceiling limitation (“Full Cost Ceiling”). Future cash inflows are determined
by applying oil and natural gas prices, as adjusted for transportation, quality and basis differentials to the estimated quantities
of proved reserves remaining to be produced as of the end of that period. Future production and development costs are based
on costs existing at the effective date of the report. Expected cash flows are discounted to present value using a prescribed
discount rate of 10% per annum.

Estimates of proved reserves are inherently imprecise because of uncertainties in projecting rates of production and timing
of developmental expenditures, interpretations of geological, geophysical, engineering and production data and the quality
and quantity of available data. Changing economic conditions also may affect our estimates of proved reserves due to changes
in developmental costs and changes in commodity prices that may impact reservoir economics. We utilize independent
reserve engineers to estimate our proved reserves at the end of each fiscal quarter during the year.

Oil and Natural Gas Properties. We follow the full cost method in accounting for our oil and natural gas properties. Under
the full cost method, all costs associated with the acquisition, exploration and development of oil and natural gas properties
are capitalized and accumulated in a country-wide cost center. This includes any internal costs that are directly related to
development and exploration activities, but does not include any costs related to production, general corporate overhead or
similar activities.

The sum of net capitalized costs and estimated future development and dismantlement costs for each country-wide cost center
are amortized using the equivalent unit-of-production method, based on proved oil and natural gas reserves. The capitalized
costs are amortized over the life of the reserves associated with the assets, with the DD&A recognized in the period that the
reserves are produced. DD&A is calculated by dividing the period’s production volumes by the estimated volume of reserves
associated with the investment and multiplying the calculated percentage by the sum of the capitalized investment and
estimated future development costs associated with the investment. Changes in our reserve estimates will therefore result in
changes in our DD&A per unit. Costs associated with production and general corporate activities are expensed in the period
incurred.

Under the full cost method of accounting, capitalized oil and natural gas property costs less accumulated DD&A and net of
deferred income taxes may not exceed the Full Cost Ceiling. The Full Cost Ceiling is equal to the present value, discounted
at 10%, of estimated future net revenues from proved oil and natural gas reserves plus the unimpaired cost of unproved
properties not subject to amortization, plus the lower of cost or fair value of unproved properties that are subject to
amortization. When net capitalized costs exceed the Full Cost Ceiling, an impairment is recognized.

Industrial Gas Properties. The Company capitalizes all costs associated with the acquisition, exploration and development
of industrial gas reserves. The acquisition of leases, cost of acquiring drilling permits, drilling, development and asset
retirement costs are capitalized as exploration and unevaluated assets. When commercially viable quantities of industrial
gas reserves are discovered, the associated costs are reclassified to evaluated assets. The Company will periodically assess
exploration and unevaluated assets, and upon evaluation, will reclass the assets to evaluated. Any additional costs to develop
the asset or to construct infrastructure to produce and process industrial gases, including processing plant construction costs,
will also be capitalized as evaluated. Interest expense, if any, is capitalized on qualifying expenditures. Evaluated industrial
gas assets are subject to depreciation, depletion and amortization once production commences utilizing the units of production
method. Evaluated industrial gas assets are stated at cost, less accumulated depletion, depreciation and amortization.

The carrying value of evaluated assets is reviewed for impairment when there are indications that the asset may not be
recoverable due to significant and prolonged declines in prices, significant reductions in estimated resources, changes in the
Company’s plans or other significant events that indicate that an impairment may exist. If any such indication of impairment
exists and the sum of the undiscounted cash flows is less than the carrying value of the evaluated property, the carrying value
is reduced to estimated fair value and reported as an impairment charge in the period with a reduction in the associated
carrying cost. Individual evaluated properties are grouped for impairment purposes at the lowest level for which there are
identifiable cash flows. The fair value of impaired assets is typically determined based on the present value of expected future
cash flows using discount rates believed to be consistent with market participants. The impairment test incorporates several
assumptions involving expectations of future cash flows which can change significantly over time. These assumptions include
estimates of future production, future contracted industrial gas prices, estimates of future operating and development costs.
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Divestitures. For divestitures involving oil and gas assets included in the full cost pool, the Company evaluates if a given
divestiture has a significant impact to either our reserves volumes or the full cost pool unit-of-production depletion rate. If a
divestiture has a significant impact to reserves volumes or the full cost pool depletion rate, the Company will consider if
recognizing gain or loss on the transaction is appropriate. If a divestiture does not have a significant impact to reserves
volumes or the full cost pool depletion rate, the Company records proceeds, net of transaction costs and purchase price
adjustments, to the full cost pool, with no gain or loss recognized on the consolidated statements of operations. Relief of any
associated asset retirement obligations are also recorded to the full cost pool. Revenue and expenditures are recorded
following our standard accounting policies up until the month that a divestment closes.

Revenue Recognition. We recognize revenue in accordance with Financial Accounting Standards Board ("FASB")
Accounting Standards Codification ("ASC") Topic 606-Revenue from Contracts with Customers. See Note 3- Revenue From
Contracts With Customers to our consolidated financial statements.

Recent Accounting Standards

Please refer to the section entitled Recent Accounting Pronouncements under Note | — Organization, Operations and
Significant Accounting Policies to our consolidated financial statements, for additional information on recently issued
accounting standards and our plans for adoption of those standards.

Results of Operations
Comparison of our Statements of Operations for the Years Ended December 31, 2025 and 2024

During the year ended December 31, 2025, we recorded a net loss of $14.4 million. The net loss is primarily due to a reduction
in revenue of $13.3 million (discussed below), ceiling test impairment of $3.6 million of the Company's oil and gas properties,
lower production volumes resulting from cumulative divestments, lower realized sales price for our production and increasing
lease operating expense on a BOE basis. During the year ended December 31, 2024, we recorded a net loss of $25.6 million
including an $11.9 million ceiling test impairment.

In the following sections we discuss our revenue, operating expenses, and non-operating income (expense) for the year ended
December 31, 2025 compared to the year ended December 31, 2024,

Revenue. Presented below is a comparison of our oil and natural gas sales, production quantities and average sales prices for
the years ended December 31, 2025 and 2024 (dollars in thousands, except average sales prices):

Change
2025 2024 Amount Percent

Revenue:

Ol $ 6,378 § 18,165 § (11,787) -65%

GBS e 975 2,454 (1,479) -60%
TOtal .o $ 7,353 § 20,619 § (13,266) -64%
Production quantities:

Ol (BDIS) .eueniiiiiinieciieeccccccee e 112,797 256,166 (143,369) -56%

Gas (MCfe) ..coueeieiiinineicccccc e 311,729 958,325 (646,596) -67%

BOE ..o 164,752 415,887 (251,135) -60%

BOE per day .....cccoovevieininieinicineeeee 451 1,136 (685) -60%
Average sales prices:

Ol (BBIS) .. $ 56.54 § 7091 § (14.37) -20%

Gas (ML) . 3.13 2.56 0.57 22%

BOE ..o 44.63 49.58 (4.95) -10%

The decrease in our oil and gas revenue of $13.3 million for the year ended December 31, 2025, as compared to the year
ended December 31, 2024, was due to decreases in both production quantities and commodity prices. The realized price
received for our oil production decreased 20% and the realized price received for our natural gas production increased 22%
for the year ended December 31, 2025, compared to the year ended December 31, 2024.
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For the year ended December 31, 2025, we produced 164,752 BOE, or an average of 451 BOE per day, as compared
to 415,887 BOE or 1,136 BOE per day, during the comparable period in 2024. Our oil production decreased 56% and
our natural gas production decreased 67% compared to the prior year period. Production declines were primarily the result
of property sales during 2025 and 2024. During the year ended December 31, 2025, our BOE production mix was 68% oil
and 32% natural gas and liquids, consistent with 62% oil and 38% natural gas and liquids during 2024.

Oil and Natural Gas Production Costs. Presented below is a comparison of our oil and natural gas production costs for the
years ended December 31, 2025 and 2024 (in thousands):

Change
2025 2024 Amount Percent
Lease operating €Xpenses ........oueveeerervereeresvereeresseneanns $ 5174 $ 11,160 $ (5,980) -54%
Gathering, transportation, and treating................c........ 59 205 (146) -71%
Production taxes ..........cecvevveeierienieieeie e 539 1,213 (674) -56%
TOAL 1.ttt $ 5772 $ 12,578 § (6,800) -54%
Lease operating expense per BOE..........c.ccccoevivievennne. $ 3140 § 26.83 4.57 17%

For the year ended December 31, 2025, aggregate lease operating expenses decreased as a result of divestitures in 2025 and
2024. On a per BOE basis, lease operating expense increased $4.57 per BOE produced relative to 2024. The increase in lease
operating expense on a per BOE basis is in part due to inflation and due to the fixed cost components of our lease operating
expense becoming a larger portion of total costs as we have divested of lower cost properties and a result of natural production
declines.

Gathering, transportation, and treating costs decreased $146 thousand or 71%, for the year ended December 31, 2025
compared to 2024. The decrease was attributable to the divestitures of operated properties in 2025 and 2024.

Production taxes for our properties typically average 7% of revenue. Any change in the production taxes is attributable to
revenue changes resulting from changes in production volumes and realized prices year to year.

Depreciation, Depletion, Accretion and Amortization. DD&A was $3.6 million for the year ended December 31, 2025,
compared to $8.3 million for the year ended December 31, 2024. Our depreciation, depletion, and amortization ("DD&A")
includes depletion expense on our oil and gas properties, accretion expense on our asset retirement obligations, and
depreciation expense on our fixed assets. Depletion expenses on our oil and gas properties are the primary driver of DD&A
expense making up 63% and 78% of DD&A expense for the years ended December 31, 2025 and 2024, respectively. Our
depletion rate for the year ended December 31, 2025, was $21.89 per BOE, compared to $19.64 per BOE for the year ended
December 31, 2024. Our depletion rate fluctuates because of the impact of divestitures, impairments on the full cost pool, but
other factors such as acquisitions, revisions in asset retirement obligation cost estimates or timing, and underlying proved
reserve volumes can also impact the rate.

Impairment of oil and natural gas properties. Ceiling test impairment of $3.6 million during the year ended December 31,
2025 was incurred as a result of a decrease in crude oil and natural gas prices. For the year ended December 31, 2024, the
Company recorded ceiling test impairment of its oil and natural gas properties of $11.9 million as a result of a decrease in
crude oil and natural gas prices and the reduction in reserves from divestitures.

Exploration expense. For the years ended December 31, 2025 and 2024, exploration expense consisted primarily of
professional fees and other costs associated with evaluating potential acquisitions, including land title review, regulatory
consultations and geological assessments. These costs do not qualify for capitalization under the full cost method and are
therefore expensed as incurred. Exploration expense decreased by $139 thousand in 2025 compared to 2024, primarily due
to a higher level of acquisition evaluation activity during 2024.
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General and Administrative Expenses. Presented below is a comparison of our general and administrative expenses for the
years ended December 31, 2025 and 2024 (in thousands):

Change
2025 2024 Amount Percent
Compensation and benefits, including directors........... $ 2,596 $ 3,871 § (1,275) -33%
Stock-based compensation .............ceeeveeeerreenreeneennenne. 1,854 1,268 586 46%
Professional fees, insurance and other............cc............ 3,614 3,057 557 18%
TOAL .o $ 8,064 $ 8,196 $ (132) -2%

General and administrative expenses decreased by $132 thousand during the year ended December 31, 2025, as compared to
the prior year period. Compensation and benefits decreased $1.3 million due to decreased headcount as the Company focused
on the development of the industrial gas business. Stock-based compensation increased $586 thousand primarily due to grant
prices used in prior employee and director stock-based compensation awards that amortized during 2025. Professional fees,
insurance and other expenses increased $557 thousand, primarily due to professional fees associated with outsourcing a
portion of our accounting function.

Loss on sale of assets. During the year ended December 31, 2025, we recognized a $411 thousand related to the final
settlement on our sale of our East Texas properties.

Non-Operating Income (Expense). Presented below is a comparison of our non-operating income (expense) for the years
ended December 31, 2025 and 2024 (in thousands):

Change
2025 2024 Amount Percent
Commodity derivative gain (10ss), N€t ........ccoccveeveenenns $ -3 537 (537) -100%
Interest income (eXpense), Net........ceevveeeeveeerueerveennens (208) (442) 234 -53%
Other iNCOMEe (EXPENSE).....eervrerrrrerireerireerireeieeeieeeaeens 199 (33) 232 -703%
Total non-operating eXPense ..........coeeevereereevereereenenenn $ 9 $ 62 $ (71) -115%

Commodity derivative gain (loss), net is the result of changes in derivative fair values associated with fluctuations in forward
price curves for the commodities underlying our outstanding derivative contracts and the monthly cash settlements of our
derivative positions during the period. During 2024, the Company settled all of its then outstanding commodity derivative
contracts and received proceeds of $1.8 million. As of and for the year ended December 31, 2025, the Company had no
derivative positions.

Interest expense, net, represents the interest related to our Credit Facility. The decrease in interest expense, net is primarily
driven by a decrease in the outstanding principal balance on our credit facility as we have paid down the amount borrowed
on the facility with proceeds from the divestments of properties. As of December 31, 2025, we had borrowed $2.5 million on
the credit facility as compared to zero outstanding as of December 31, 2024.

Other income (expense), net is primarily impacted from changes in the fair value of our investment in Anfield Energy. We
recognized a net gain of $199 thousand on these items for the year ended December 31, 2025, but recognized a loss of $33

thousand for the comparable period of 2024.

Income Tax Benefit (Expense). The Company generated losses for income tax purposes in 2025 and 2024, and any additional
net deferred income tax assets were offset by a corresponding valuation allowance.
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Liquidity and Capital Resources

Based on the current commodity price environment and our current working capital, we believe we have sufficient liquidity
and capital resources to meet our current financial obligations. We continue to manage our commitments in order to maintain
flexibility with regard to our activity level and capital expenditures.

During 2026, the Company expects to seek financing in the equity and credit markets to fund the construction of its gas
processing plant, production gathering and related utility infrastructure. The estimated cost of this next development phase is
approximately $35.0 million. The Company may sell equity under its existing Form S-3 registration statement, and/or sell
equity under the purchase agreement with Roth Principal; however, no financing commitments have been secured to date,
other than the purchase agreement. Such funding may not be available on favorable terms, or at all, and any equity funding
raised may be dilutive to existing stockholders. If the Company is unable to obtain sufficient financing on acceptable terms,
the timing or scope of this development phase may be delayed or modified.

We anticipate funding our day-to-day expenditures primarily with cash on hand, operating or investing cash inflows, and if
necessary, borrowings under our credit facility or purchase agreement. If readily available sources of cash flow are insufficient
to fund our capital needs, we may utilize equity and credit markets as a funding mechanism. In the event we sell equity, such
sales may cause dilution to existing stockholders.

All of our sources of liquidity can be affected by the changes in economic conditions, rising interest rates, changes in debt
and equity markets, force majeure events, fluctuations in commodity prices, operating costs, tax law changes, and volumes
produced, all of which would affect us and our industry.

Sources of Cash

For the year ended December 31, 2025, we funded our capital expenditures with cash on hand, proceeds from the divestitures
of oil and gas producing properties and borrowings under our credit facility. In January 2025, we raised net proceeds of $10.3
million after the related party share Repurchase in an underwritten offering of 4,236,000 shares of our common stock
discussed in greater detail above under "Item 1. Business—Material Events—Underwritten Offering" and "—Related Party
Shares Repurchase".

Credit Agreement

On January 5, 2022, we entered into a four-year credit agreement with FirstBank Southwest as administrative agent, which
provides for a revolving line of credit with a borrowing base of $20 million, and a maximum credit amount of $100 million.
Under the Credit Agreement, revolving loans may be borrowed, repaid and re-borrowed until January 5, 2026, when all
outstanding amounts must be repaid. The Credit Agreement contains customary indemnification requirements,
representations and warranties and customary affirmative and negative covenants applicable to the Company and its
subsidiaries. In addition, the Credit Agreement contains financial covenants that limit our ratio of total debt to EBITDAX (as
defined in the Credit Agreement) to 3:1 and require our ratio of consolidated current assets to consolidated current liabilities
(as each is described in the Credit Agreement) to remain at 1:1 or higher.

On September 16, 2025, effective August 1, 2025, the Company entered into a First Amendment to Credit Agreement and
Limited Waiver ("Amendment") with FirstBank, as administrative agent for the lenders party thereto, and such lenders.
Significant revisions made to the Credit Amendment as a result of the Amendment include extending the maturity date of
amounts owed from January 5, 2026 to May 31, 2029, lowering the borrowing base from $20 million to $10 million and
deferring the next test period for the ratio of total debt to EBITDAX to March 31, 2026.

The borrowing base is subject to redetermination semi-annually, commencing on or about April 1 and October 1 of each year
during the four-year term of the Credit Agreement. Our borrowing base can be adjusted as a result of changes in commodity
prices, acquisitions or divestitures of proved properties, or financing activities, all as provided for in the Credit Agreement.
We were in compliance with our financial covenants as of December 31, 2025. The amount outstanding on the Credit
Agreement as of December 31, 2025, was $2.5 million.
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Uses of Cash

We use cash for the acquisition and development of our industrial gas properties, capital expenditures, workovers and
operating costs related to our oil and gas properties, and general and administrative costs, settlements of commodity
derivative contracts, debt obligations including interest, and share repurchases. During the year ended December 31, 2025,
we spent approximately $12.0 million on the acquisition and development of our industrial gas properties.

The amount, timing and allocation of our future capital expenditures will depend upon a number of factors, including our
cash flows from operating, investing, and financing activities, our ability to execute our development program, and the
number and size of acquisitions that we complete. In addition, the impact of industrial gas, oil and natural gas prices on
investment opportunities, the availability of capital, tax law changes, and the timing and results of our development activities
may lead to changes in funding requirements for future development. We periodically review our capital expenditure budget
to assess if changes are necessary based on current and projected cash flows, acquisition and divestiture activities, and other
factors. We will continue to monitor the economic environment through the remainder of the year and adjust our activity
level as warranted.

The following table sets forth certain measures about our liquidity as of December 31, 2025 and 2024 ($ in thousands):

2025 2024 Change

Cash and eqUIVALENTS ...........ccocivvieieriieeictcietcee ettt $ 429 $ 7,723 $ (7,294)
Working capital deficit (V.............ccoooeeiieieeeeeeeeeeeeee e, (4,038) (2,244) (1,794)
TOtAL ASSELS ..vveeieeeieeeeee et e e 40,630 49,667 (9,037)
Outstanding debt..........cocieiiiiiieiieiiee e 2,500 - 2,500
Total shareholders’ equIty ........ccceeevereierierieiieieee e 24,195 24,201 (6)
Select Ratios:

CUutrent TAHO @) ... ..o 0.33 to 1.00 0.81 to 1.00

Debt-to-equity Tatio ). ....oiiiiiiieeeceeee e 0.1 to 1.00 0to 1.00

M Working capital is computed by subtracting total current liabilities from total current assets.
@ The current ratio is computed by dividing total current assets by total current liabilities.
& The debt-to-equity ratio is computed by dividing total debt by total shareholders’ equity.

As of December 31, 2025, we had a working capital deficit of $4.0 million compared to a working capital deficit of $2.2
million as of December 31, 2024, a decrease in working capital deficit of $1.8 million. However, when including the available
borrowing capacity under the credit facility of $7.5 million as of December 31, 2025, we have a working capital surplus
of $3.5 million, not including the cash proceeds received from the equity offering noted above.

As of December 31, 2025, we had cash and cash equivalents of $429 thousand and accounts payable and accrued liabilities
of $1.5 million. As of December 31, 2024, we had cash and cash equivalents of $7.7 million and accounts payable and accrued
liabilities of approximately $5.1 million. Revenue and royalties payable decreased $915 thousand year over year.

If we have needs for financing in 2026, alternatives that we will consider would include borrowing amounts on our Credit
Agreement, selling shares under the purchase agreement, selling all or a partial interest in certain of our oil and natural gas
assets, issuing additional shares of our common stock for cash or as consideration for acquisitions in public or private
offerings, and other alternatives, as we determine how to best fund our capital programs and meet our financial obligations.

Cash Flows

The following table summarizes our cash flows for the years ended December 31, 2025 and 2024 (in thousands):

2025 2024 Change
Net cash provided by (used in):
Operating aCtivities..........coovevverieveiiiereiceeeeeeeeiee e $ (7,138) $ 4,587 $ (11,725)
INVEStING ACHIVITIES...evvereieeieeieie ettt (11,882) 5,768 (17,650)
Financing activities.........ceeverueeriieiesiesieneeie e 11,726 (5,983) 17,709
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Operating Activities. Cash used in operating activities for the year ended December 31, 2025, was $7.1 million as compared
to cash provided by operating activities of $4.6 million for 2024, a decrease of $11.7 million. The decrease in cash provided
by operating activities is mainly attributable to a reduction in cash receipts for revenues as a result of divestments and a
decrease in prices we received for our oil and natural gas production.

Investing Activities. Cash used in investing activities for the year ended December 31, 2025, was $11.9 million compared to
cash provided by investing activities of $5.8 million for 2024, a decrease of $17.7 million. The use of cash in our investing
activities for the year ended December 31, 2025 was due primarily to capital expenditures to acquire and develop our
industrial gas project. In 2024 cash provided by investing activities consisted of proceeds from divestitures offset by capital
expenditures on our oil and gas and industrial gas properties.

Financing Activities. Cash provided by financing activities for the year ended December 31, 2025, was $11.7 million as
compared to cash used in financing activities of $6.0 million for the comparable period in 2024. The cash provided by
financing activities during the year ended December 31, 2025 was primarily attributable to proceeds from equity issuances
under our January 2025 underwritten offering and borrowing under our credit facility. The use of cash in 2024 mainly
represents net payments of borrowings on our credit facility of $5.0 million.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

We are a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and are not required to provide the
information required under this item.

Item 8. Financial Statements and Supplementary Data.

Financial statements meeting the requirements of Regulation S-X are included below.

Reports of Independent Registered Public Accounting Firt .........cooouieiioiiiieiieiee e 67
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Consolidated Statements of Operations for the Years Ended December 31, 2025 and 2024..........cccocvevvieeeeeevieenneennnnns 71
Consolidated Statements of Changes in Shareholders’ Equity for the Years Ended December 31, 2025 and 2024....... 72
Consolidated Statements of Cash Flows for the Years Ended December 31, 2025 and 2024 ........ccoovvvveeeiivcieeeiineeeens 73
Notes to Consolidated Financial StatemMENTS...........ccveiieriiiiiiiieiieie ettt esteeseenseenseeeaesnaenneas 74

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.
None.

Item 9A. Controls and Procedures.

Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures

We maintain disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(¢e) under the Securities Exchange
Act of 1934, as amended (the “Exchange Act”)) that are designed to ensure that information required to be disclosed by the
Company in reports filed or submitted under the Exchange Act is recorded, processed, summarized, and reported within the
time periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated to
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions
regarding required disclosure.

As previously disclosed, during the year ended December 31, 2024, management identified a material weakness in internal
control over financial reporting related primarily to deficiencies in the design of our accounting system and related
information technology general controls.

During 2025, management implemented remediation measures designed to address this material weakness, including
transitioning certain accounting functions to a third-party provider and implementing a new accounting system with enhanced

system-based controls, as well as enhancing documentation and operation of manual review controls.

Based on management’s evaluation, as of December 31, 2025, our Chief Executive Officer and Chief Financial Officer
concluded that our disclosure controls and procedures were effective.
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Management’s Report on Internal Control Over Financial Reporting.

Management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in
Rule 13a-15(f) and 15d-15(f) under the Exchange Act (“ICFR”). Internal control over financial reporting is a process designed
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements in
accordance with U.S. generally accepted accounting principles.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Even
effective internal controls can provide only reasonable assurance with respect to financial statement preparation and
presentation.

Under the supervision and with the participation of management, including our Chief Executive Officer and Chief Financial
Officer, management conducted an evaluation of the effectiveness of our internal control over financial reporting as of
December 31, 2025, using the criteria set forth in the Internal Control — Integrated Framework (2013) issued by the Committee
of Sponsoring Organizations of the Treadway Commission (“COSO”).

As previously disclosed, management identified a material weakness in internal control over financial reporting as of
December 31, 2024 related to deficiencies in the design of our accounting system and certain related control elements.

During 2025, management implemented remediation actions designed to address this material weakness, including:

Engaging a third-party accounting service provider;

Implementing a new accounting system with enhanced system-based controls;
Enhancing segregation of duties through system-based permissions;
Improving documentation and evidence of management review controls; and

Evaluating relevant third-party information technology general controls.

Based on management’s evaluation, management concluded that the material weakness identified as of December 31, 2024
has been remediated, and that the Company had effective internal control over financial reporting as of December 31, 2025.

Limitations on the Effectiveness of Controls

The Company’s disclosure controls and procedures are designed to provide the Company’s Chief Executive Officer and Chief
Financial Officer with reasonable assurances that the Company’s disclosure controls and procedures will achieve their
objectives. However, the Company’s management does not expect that the Company’s disclosure controls and procedures or
the Company’s internal control over financial reporting can or will prevent all human error. A control system, no matter how
well designed and implemented, can provide only reasonable, not absolute, assurance that the objectives of the control system
are met. Furthermore, the design of a control system must reflect the fact that there are internal resource constraints, and the
benefit of controls must be weighed relative to their corresponding costs. Because of the limitations in all control systems,
no evaluation of controls can provide complete assurance that all control issues and instances of error, if any, within the
Company are detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and
that breakdowns can occur due to human error or mistake. Additionally, controls, no matter how well designed, could be
circumvented by the individual acts of specific persons within the organization. The design of any system of controls is also
based in part upon certain assumptions about the likelihood of future events, and there can be no assurance that any design
will succeed in achieving its stated objectives under all potential future conditions.

Attestation Report of the Registered Public Accounting Firm

This report does not include an attestation report of our registered public accounting firm regarding our internal controls over
financial reporting. Under SEC rules, such attestation is not required for non-accelerated filers such as the Company.

Item 9B — Other Information.
(b) Rule 10b5-1 Trading Plans. During the quarter ended December 31, 2025, none of the Company’s directors or officers
(as defined in Rule 16a-1(f)) adopted or terminated any contract, instruction or written plan for the purchase or sale of

Company securities that was intended to satisfy the affirmative defense conditions of Rule 10b5-1(c) or any “non-Rule 10b5-
1 trading arrangement”.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.

Not applicable.
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PART III

Information required by Items 10, 11, 12, 13 and 14 of Part III is omitted from this Annual Report and will be filed in a
definitive proxy statement or by an amendment to this Annual Report not later than 120 days after the end of the fiscal year
covered by this Annual Report.

Item 10. Directors, Executive Officers and Corporate Governance.

The information required by this Item will be included in the Company’s 2026 Proxy Statement to be filed with the SEC
within 120 days after December 31, 2025 in connection with the solicitation of proxies for the Company’s 2026 annual
meeting of shareholders, including under the headings “Requirements and Deadlines for Shareholders to Submit Proposals
for 2026 Annual Meeting”, “Election of Directors”, “Executive Officers”, “Corporate Governance”, “Code of Conduct”,
“Insider Trading/Anti-Hedging Policies”, “Committees of the Board”, and “Delinquent Section 16(a) Reports” (to the extent
applicable and warranted) and is incorporated herein by reference.

Item 11. Executive Compensation.

The information required by this Item will be included in the Company’s 2026 Proxy Statement to be filed with the SEC
within 120 days after December 31, 2025 in connection with the solicitation of proxies for the Company’s 2026 annual
meeting of shareholders, including under the headings “Executive and Director Compensation”, “Executive Compensation”,
“Directors Compensation”, “Outstanding Equity Awards at Fiscal Year-End”, “Policy on Timing of Award Grants”, "Insider
Trading/Anti-Hedging Policies" and “Compensation Committee Interlocks and Insider Participation”, and is incorporated
herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The information required by this Item will be included in the Company’s 2026 Proxy Statement to be filed with the SEC
within 120 days after December 31, 2025 in connection with the solicitation of proxies for the Company’s 2026 annual
meeting of shareholders, including under the heading “Principal Holders of Voting Securities and Ownership by Officers and
Directors” and “Equity Compensation Plan Information” and is incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

The information required by this Item will be included in the Company’s 2026 Proxy Statement to be filed with the SEC
within 120 days after December 31, 2025 in connection with the solicitation of proxies for the Company’s 2026 annual
meeting of shareholders, including under the headings “Certain Relationships and Related Transactions” and “Director
Independence” and is incorporated herein by reference.

Item 14. Principal Accounting Fees and Services.

Our independent public accounting firm is Weaver and Tidwell, L.L.P, Houston, Texas, PCAOB ID 410.

The information required by this Item will be set forth under the heading “Ratification of Appointment of Independent

Auditors” "Principal Accounting Fees and Services” in the Company’s 2025 Proxy Statement to be filed with the SEC within
120 days after December 31, 2025 and is incorporated herein by reference.
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Report of Independent Registered Public Accounting Firm
To the Shareholders and Board of Directors of U.S. Energy Corp.
Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of U.S. Energy Corp. and Subsidiaries (the “Company”) as
of December 31, 2025 and 2024, and the related consolidated statements of operations, changes in shareholders’ equity, and
cash flows for each of the years then ended, and the related notes (collectively referred to as the “financial statements”). In
our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as
of December 31, 2025 and 2024, and the results of its operations and its cash flows for each of the years then ended, in
conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the entity’s management. Our responsibility is to express an opinion on
these financial statements based on our audit. We are a public accounting firm registered with the Public Company
Accounting Oversight Board (United States) ("PCAOB") and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether
due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its internal control
over financial reporting. As part of our audits we are required to obtain an understanding of internal control over financial
reporting but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial
reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether
due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of
the financial statements. We believe that our audits provides a reasonable basis for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the financial statements
that were communicated or required to be communicated to the audit committee and that: (1) relate to accounts or disclosures
that are material to the financial statements and (2) involved our especially challenging, subjective, or complex judgments.
The communication of critical audit matters does not alter in any way our opinion on the financial statements, taken as a
whole, and we are not, by communicating the critical audit matters below, providing separate opinions on the critical audit
matters or on the accounts or disclosures to which they relate.

Estimation of proved reserves impacting the recognition and valuation of depletion expense and impairment of oil and
natural gas properties

As described in Note 1 to the financial statements, the Company accounts for its oil and natural gas properties using the full
cost method of accounting which requires management to make estimates of proved reserve volumes and future revenues and
expenses to calculate depletion expense and measure its oil and natural gas properties for potential impairment. To estimate
the volume of proved reserves and future revenues, management makes significant estimates and assumptions, including
forecasting the production decline rate of producing properties. In addition, the estimation of proved reserves is also impacted
by management’s judgments and estimates regarding the financial performance of wells associated with proved reserves to
determine if wells are expected, with reasonable certainty, to be economical under the appropriate pricing assumptions
required in the estimation of depletion expense and potential impairment measurements. We identified the estimation of
proved reserves of oil and natural gas properties, due to its impact on depletion expense and impairment evaluation, as a
critical audit matter.
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The principal consideration for our determination that the estimation of proved reserves is a critical audit matter is that
changes in certain inputs and assumptions, which require a high degree of subjectivity necessary to estimate the volume and
future revenues of the Company’s proved reserves could have a significant impact on the measurement of depletion expense
or the impairment assessment. In turn, auditing those inputs and assumptions required subjective and complex auditor
judgment.

We obtained an understanding of the design and implementation of management’s controls and our audit procedures related
to the estimation of proved reserves included the following, among others.

e We evaluated the level of knowledge, skill, and ability of the Company’s reservoir engineering specialists and their
relationship to the Company, made inquiries of those reservoir engineers regarding the process followed and
judgments made to estimate the Company’s proved reserve volumes, and read the reserve report prepared by the
Company’s specialists.

e To the extent key, sensitive inputs and assumptions used to determine proved reserve volumes and other cash flow
inputs and assumptions are derived from the Company’s accounting records, such as commodity pricing, historical
pricing differentials, operating costs, and working and net revenue interests, we tested management’s process for
determining the assumptions, including examining the underlying support, on a sample basis. Specifically, our audit
procedures involved testing management’s assumptions, to the extent key, as follows:

o Compared the estimated pricing differentials used in the reserve report to realized prices related to revenue
transactions recorded in the current year and examined contractual support for the pricing differentials;

o  Evaluated the forecasted operating costs at year-end compared to historical operating costs;

o Evaluated the working and net revenue interests used in the reserve report by inspecting a sample of ownership
interests;

o Applied analytical procedures to the reserve report by comparing to historical actual results and to the prior
year reserve report.

/s WEAVER AND TIDWELL, L.L.P.
We have served as the Company’s auditor since 2023.

Houston, Texas
March 13, 2026
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U.S. ENERGY CORP. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2025 AND 2024
(in thousands, except share and per share amounts)

2025 2024
ASSETS
Current assets:
Cash and eQUIVAIENLS. .........ccueoiiiiiiitiieieecee ettt ettt eseeae s naeseenes $ 429 § 7,723
Oil and natural gas Sales TeCEIVADIES .......c.eeveriirieiieieie ettt nees 454 1,298
Marketable SQUILY SECUTTEICS .....evieiiriieieriieiesieetete st eteeteeteeeeeaeeseessesseessesseessesseeseenseensensassnens 146 131
ONET CUITEINT @SSELS ....veueeuieieetietesteeteeiet ettt et e et ettt ettt e e st et e eae et e e be st e eseeseeseeteebe st eneeneanennas 956 572
TOtal CUFTENE ASSEES .........oooiiiiiiiiiieiiee e et e e e e e e et e e e eaaeeeeaeeas 1,985 9,724
Qil and natural gas properties under full cost method:
EVAlUAtEd PrOPETLICS. .. eovveiieeieieeieeieetteie ettt ettt ettt et et e aesaeesbesteessesseensesseesaesseensesensenns 132,459 142,029
Less accumulated depreciation, depletion and amortization ..............ceecvevveeeerieeiesienieeieseenenns (117,237) (112,958)
Net oil and natural gas Properties............ccocoviiiiiiiiiiieiiiieeeeeee e 15,222 29,071
Unproved industrial gas properties, not subject to amortization.....................c.cccooceviiennne. 22,479 9,384
Other assets:
Property and eqUIPMENT, NET .......ocieiiriieiiciieie sttt e sttt ettt et ebeete e s e s reesaesaeessesbeeseesseees 318 660
Right of use asset 356 528
OERET @SSEES ...ttt ettt ettt ettt h et eh et e s bt et e e bt et e s bt ent e bt enbesbe et enbenes 270 300
Total Other ASSELS.........c..ooiiiiiiiiiiieeie et e s 944 1,488
TOEAL ASS@ES ... ettt et e e et e e e e e e $ 40,630 $ 49,667
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable and accrued Habilities ........ccevirieriiriieierie et $ 1,538 5,086
Accrued compensation and benefits 54 850
Revenue and royalties Payable.........c.ooiieieiiiieeee s 3,921 4,836
Asset TetiremMent ODIIZATIONS. .....cc.evuiertiriieie ittt ettt ettt s sbe et ene 300 1,000
Current 16aSe ODIIZATION ....c..eiuietiiiieiiitieteie ettt sttt ettt sb et e b b eaes 210 196
Total current Habilities ............cc..oooiiiiiiee e 6,023 11,968
Noncurrent liabilities:
CrEdit FACTIIEY +..evieeeneeee ettt ettt ettt a bbb et e st e ae st et e b e b e e e e eneenes 2,500 -
Asset TetiremMeEnt ODIIZATIONS. ... eeueetiitieiertieieetteie ettt ettt ettt ettt et et e b e ebesneens 7,706 13,083
Long-term 1€ase ODIIGALION .......eiiriieiiiiieieiiieie ettt sttt eae e e 206 415
Total noncurrent Habilities...............cooovviiiiiiiii e 10,412 13,498
Total HADILIEIES ..........oooiiiiiiiii e e 16,435 25,466
Commitments and contingencies (Note 9)
Shareholders’ equity:
Common stock, $0.01 par value; 245,000,000 authorized; 34,405,143 and 27,903,197 shares
issued and outstanding as of December 31, 2025 and 2024, respectively 345 279
Additional paid-in capital..........cccooeerieriiiiniiiene e 235,762 221,460
AcCUMUIALE AETICTE . .c.veuieiieiieiiiti ettt ettt sbe et enene (211,912) (197,538)
Total shareholders’ eqUity.............cccooiiiiiiiiiiiii e 24,195 24,201
Total liabilities and shareholders’ equity ..............cccoooveiiiiiiieiii e $ 40,630 § 49,667

The accompanying notes are an integral part of these consolidated financial statements.
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U.S. ENERGY CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2025 AND 2024
(in thousands, except share and per share amounts)

2025 2024
Revenue:
OIL ettt bbb a ettt ettt enes $ 6,378 $ 18,165
Natural gas and HQUIAS........ccvervieiiiiiiieiiee et 975 2,454
TOtAL TEVEIIUC ...t e e e e e et e e e enaaeeeeeaaeeeseneeeeeennes 7,353 20,619
Operating expenses:
Lease OPCIAtiNg EXPENSES. ...ueeveerrirreireertierreenteesseeseeseesseesseesseesesssesseesseesseessesssesseessenns 5,174 11,160
Gathering, transportation, and treatiNg ............ccceecuereereerieeieriesreseereeeee e seeeneeeeeens 59 205
PrOQUCTION TAXES ... evveeeeeieie et e e e e e e et eeeenaeeeeeaeeeeeareeeenns 539 1,213
Depreciation, depletion, accretion, and amortization............c.eeeeeeveereeerieeeeseeseeeennnns 3,607 8,254
Impairment of oil and natural gas ProPerties ..........ceevveveererrieriereee e 3,628 11,918
EXploration EXPENSE ......cocuieuieiiiieeiieitieieee ettt 230 369
General and adminiStrative EXPENSES .......eeueeueerreereerieriieteeieseeseeesteereeeeeeeesseenseeeeans 8,064 8,197
0SS 01N SAIE OF @SSELS ..ottt e e e e e e e e eenaanees 411 4,978
Total OPETAtING CXPEIISES . .vveuvieerieeieitieiteeteeteerteeteesteesteeseesseeteesseeseesseessesseesseenseeneas 21,712 46,294
OPerating loSS ........coooiiiiiiiiiii e (14,359) (25,675)
Other income (expense):
Commodity derivative Zain, NEt.........c.ccveerrierrieriieieeieieeere e eeeseee e e sreesaeeeeeseeereesreens - 537
INEEIESt EXPEINSE, NEL....viiitieitieiieiieie e etee it ete et e et e etaeste e be e seeaessaesseesseesseessesseenseenseans (208) (442)
Other INCOME (EXPENSE), TEL ...veevvireieieieriieieeteeeeeteesteebeeereeesestaesseeseesesseesseesseensesseens 199 (33)
Total other INCOME (EXPEISE) ...vverveerreereererreitierreereeeestesseesseesseesseessesseesseesesssensees 9) 62
Net loss before inCoOme taXeS .............cc.oieiiiiiiiiiiii et $ (14,368) $ (25,613)
Income tax (€XPense) DENETIt........ccevieruieriieiieieeieeee e (6) (20)
INEE LOSS ...ttt b ettt ettt s b ettt ettt sr e $ (14,374) $ (25,633)
Basic and diluted weighted average shares outstanding.............cccoeevevienieviiecieeienienenns 33,820,394 26,720,295
Basic and diluted 10SS PEr SHATE.........cooveviiriiieriiiieieriieeeet ettt $ (043) $ (0.96)

The accompanying notes are an integral part of these consolidated financial statements.
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U.S. ENERGY CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2025 AND 2024

(in thousands, except share amounts)

The accompanying notes are an integral part of these consolidated financial statements.
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Additional
Common Stock Paid-in  Accumulated
Shares Amount Capital Deficit Total
Balances, December 31, 2023 ......ooooiiiioiiiiiiieeeieeeens 25,333,870 253 218,403 (171,904)$ 46,752
Shares issued for acquired properties.............ceevvennene 2,600,000 26 2,652 - 2,678
Shares issued to employees and directors.................... 710,104 7 7 - -
Shares withheld to settle tax withholding obligations
for restricted stock awards...........coeevierieiiieiennnne. (124,177) (1) (131) - (132)
Share repurchases ..........ccooceereevieecieeienieneee e (616,600) (6) (724) - (730)
Stock-based compensation............ccecveeveereerveneennenee. - - 1,268 - 1,268
INEE LOSS cuvieeiieciieeeie ettt - - - (25,633) (25,633)
Balances, December 31, 2024 .........ccooovvveiiieieeeen 27,903,197 279 § 221460 $  (197,538)$ 24,201
Shares issued for acquisition of industrial gas
PIOPEILICS .ttt ettt 1,400,000 14 2,618 - 2,632
Shares issued to employees and directors.................... 1,086,015 11 (10) - 1
Shares withheld to settle tax withholding obligations
for restricted stock awards...........coeevveniieviiniennnne. (245,810) (2) (373) - (375)
Shares sold in underwritten offering, net of offering
COStS $899,099 ...t 4,871,400 49 11,828 - 11,877
Shares issued as part of private placement equity
TAISE 1.ttt sttt ettt 223,141 2 268 - 270
Shares repurchased ..........cccoeeeevierieriiecienieneee e (197,400) 2) (314) - (316)
Shares repurchased from related party............ccccce... (635,400) (6) (1,568) - (1,574)
Stock-based compensation............cceeeereerereeneeneenne. - - 1,853 - 1,853
Nt 0SSttt - - - (14,374) (14,374)
Balances, December 31, 2025.....cooveoveeeeeeeeeeeeeeeene. 34,405,143 $ 3458 235762 §  (211,912)$ 24,195



U.S. ENERGY CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2025 AND 2024
(in thousands)

2025 2024
Cash flows from operating activities:
INEE LOSS ettt ettt b ettt ettt na e $ (14,374) $ (25,633)
Adjustments to reconcile net loss to net cash provided by (used in) operating
activities:
Depreciation, depletion, accretion, and amortization ............cceeceeevereeeeerienieereeennns 3,607 8,254
Impairment of oil and natural gas ProPerties..........ocvevereerrereerieeienienieeieeeeseeeens 3,628 11,918
Deferred INCOME tAXES ... .ccvieiieiieieeiieeeerieeieeie ettt ettt e e eseesseeseenseensesneesneennas - (16)
Total commodity derivatives gains, NEt........c..cccuveeevreriieniieeriiesreeneeeseeeseeeeseneeneeeas - (537)
Commodity derivative settlements reCeived.........covvrriieriiieriieriieciiecee e - 2,381
(Gains) losses on marketable equity SECUITHIES .....ccuvervreeeiierierieeie e (15) 33
0SS ON SAIE OF @SSELS.....uuviiiieeiieieiiie ettt e e e e e e aaee s enaees 411 4978
Amortization of debt iISSUANCE COSES ....eurruiiuiriiieieieieieiesiee et 104 49
Stock-based COMPENSALION ........ceeeviiirieiieiiietiectiete ettt ete e ereesreeae s e 1,853 1,268
Right of use asset aMOTtiZaAtiON...........cceeruiirieiieiieie ettt en e seees 173 165
Changes in operating assets and liabilities:
Oil and natural gas sales receivable..........c.ocvveieeierienieieee e 844 1,038
OthET @SSEES..eeuvieuiiiieeiieeiieit ettt ettt st e ste et e et e eseeseeenteenseenseensessaenneennes 198 (89)
Accounts payable and accrued lHabilities..........cceeveriieierienieecieee e, (1,994) 1,207
Accrued compensation and benefits ..........cooceveeriiiieiiiieiiee e (796) 148
Revenue and royalties payable ...........oocoiviiiiiiiiiiieeeee e (485) 21)
Payments on operating lease liability ...........ccooveiiiiiriinieiieece e (196) (182)
Settlements of asset retirement Obligations.............c.cccveeveevieerieerieeieieeceeceereene. (96) (374)
Net cash (used in) provided by operating aCtivities ..........ccceeveervrerveerreeereeenne. (7,138) 4,587
Cash flows from investing activities:
Acquisition of industrial as ProPerties ..........cceveeruieriieiieieieeereere et eae e (2,128) (2,578)
Industrial gas properties capital eXpenditures...........ccoevververiereerieerieiierie e (9,863) (3,908)
Oil and natural gas capital eXpPenditures ..........cceeevereerierieeieiiere e e e eee e ene (86) (1,415)
Proceeds from sale of oil and natural gas properties, Net...........cccevvereerueeveeeereennnns 194 13,541
Sale of real estate and Other, NEt .........cc.oooovviiiiiiiii e - 128
Net cash (used in) provided by investing activities:.........cccvevververreerieeienieeenns (11,882) 5,768
Cash flows from financing activities:
Borrowings on credit faCility ........oooeeiiiienieieeee e 2,500 2,000
Payments on credit facility........oooieoieiiiiiiieiee e - (7,000)
Payments on insurance premium finance NOte...........ccvevueeierierierieeiesieeeie e - (62)
Debt and equity fINanCing COSES ......cviirviiriiiiiiiiitieie ettt sae e (386) -
Shares withheld to settle tax withholding obligations for restricted stock awards....... (375) (133)
Related party share repurchase ..........cc.eeeveiiiiieiieriicie e (1,574) -
Proceeds from underwritten offering ............ccoecvveveiriiiienieiiiie e 11,877 -
Repurchases of common StOCK..........ccuevieriieiiiiiiieiicicce e (316) (788)
Net cash provided by (used in) financing activities ..........cccceereerrerviereeneenenns 11,726 (5,983)
Net (decrease) increase in cash and equivalents............ccoevevveeieneenieeeeeeennenn, (7,294) 4,372
Cash and equivalents, beginning 0f Year..........ccceevuirierieiiiieiie e 7,723 3,351
Cash and equivalents, end Of YEar.........ccevieriieiiiiieeieiee et $ 429 § 7,723

The accompanying notes are an integral part of these consolidated financial statements. Please see Note 15- Supplemental

Disclosures of Cash Flow Information
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U.S. ENERGY CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION, OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES
Organization and Operations

U.S. Energy Corp. (and its wholly-owned subsidiaries), are referred to as the “Company” in these Notes to Consolidated
Financial Statements. The Company is incorporated in the State of Delaware and its principal business activities are focused
on the acquisition, exploration and development of industrial gas and oil and natural gas properties in the United States.

Use of Estimates

The preparation of financial statements in conformity with U.S. Generally Accepted Accounting Principles ("GAAP")
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Significant estimates include oil and natural gas reserves that are used in the calculation of
depreciation, depletion, amortization and impairment of the carrying value of proved oil and natural gas properties, and the
cost and timing of future asset retirement obligations. The Company evaluates its estimates on an on-going basis and bases
its estimates on historical experience and on various other assumptions the Company believes to be reasonable. Due to
inherent uncertainties, including the future prices of oil and natural gas, these estimates could change in the near term and
such changes could be material.

Principles of Consolidation

The accompanying consolidated financial statements have been prepared in conformity with GAAP and include the accounts
of U.S. Energy Corp. and its wholly-owned subsidiaries. U.S. Energy Corp. accounts for its share of oil and natural gas
exploration and production activities, and industrial gas activities in which it has a direct working interest, by reporting its
proportionate share of assets, liabilities, revenues, costs, and cash flows within the relevant lines on the consolidated balance
sheets, statements of operations, and statements of cash flows. All inter-company balances and transactions have been
eliminated in consolidation.

Industry Segment and Geographic Information

The Company operates primarily in the exploration and production segment of the oil and gas industry, conducting onshore
operations within the United States. All current revenues are derived from the production and sale of oil and natural gas.

In addition, the Company has commenced development activities related to industrial gas assets. These activities are currently
in the development stage and have not yet generated revenues. Development activities primarily consist of resource
evaluation, permitting, engineering and related capital expenditures.

The Company manages its operations as a single reportable segment under ASC 280 Segment Reporting. The Company’s
Chief Executive Officer serves as the Chief Operating Decision Maker (“CODM?”) and reviews financial information on a
consolidated basis for purposes of allocating resources and assessing performance. While industrial gas development costs
and capital expenditures are tracked separately for internal project management purposes, such activities do not currently
constitute a separate operating segment, as discrete operating results are not reviewed by the CODM and no revenues have
been generated.

The Company’s principal oil and natural gas properties and operations are located in:

e The Rockies region (Montana and Wyoming)
e The Mid-Continent region (Oklahoma and North and East Texas)
o  West Texas, South Texas, and the Gulf Coast region

The CODM evaluates performance primarily based on operating income (loss), defined as revenues less lease operating
expenses. Other significant items reviewed include total assets, depreciation, depletion and amortization (“DD&A”), general
and administrative expense, gain or loss on derivative activity, interest expense and income tax expense (benefit). These
amounts are presented in the Consolidated Balance Sheets and Consolidated Statements of Operations.
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Cash and Equivalents

The Company considers all highly liquid investments with original maturities of three months or less to be cash equivalents.
Cash and cash equivalents potentially subject the Company to a concentration of credit risk as substantially all of its deposits
held in financial institutions were in excess of the federal deposit insurance limits as of December 31, 2025 and 2024. The
Company maintains its cash and cash equivalents in the form of checking accounts or short-term investments with financial
institutions that it believes are creditworthy. The Company's checking accounts are with the same financial institution as its
credit facility.

Oil and Natural Gas Receivables

The Company’s oil and natural gas sales receivables consist of receivables from purchasers of the Company’s operated oil,
natural gas, and natural gas liquids (“NGLs”) sales. Generally, the Company’s oil, natural gas and NGL sales receivables
from operated properties are collected within one month. The Company also has joint operating agreements as a non-operator
of oil and natural gas properties. Generally, receivables, if any, from the joint interest operator are collected within one to
three months. The Company monitors the credit quality of its counterparties through review of collections, credit ratings, and
other analyses as appropriate given relevant facts and circumstances. The Company develops its estimated allowance for
credit losses primarily using an aging method and analyses of historical loss rates as well as consideration of current and
future conditions that could impact its counterparties’ credit quality and liquidity. Receivables are not collateralized. For the
year ended December 31, 2025, the Company recognized $280 thousand of expense related to its joint interest accounts
receivable, increasing the allowance for credit losses to $380 thousand as of December 31, 2025 from $100 thousand as of
December 31, 2024. No write offs, recoveries, or other adjustments were recorded in 2025 or 2024. The balance of the oil
and natural gas sales receivable reported on the Consolidated Balance Sheets is comprised entirely of receivables associated
with sales under contracts with customers.

Concentration of Credit Risk
The Company has exposure to credit risk in the event of nonpayment of oil and natural gas receivables by purchasers of the

Company’s share of oil and natural gas production and its operated production. The following table presents the purchasers
that accounted for 10% or more of the Company’s total oil and natural gas revenue for at least one of the periods presented:

Year Ended
December 31,
Purchaser 2025 2024
PUICRASET A ..ottt ettt 54% 27%
PUIChaSer B .....oiiiiiicii et 15% 27%
PUICRASET C ..ottt abeeeaae e 6% 4%

Marketable Equity Securities

Marketable equity securities are reported at fair value based on end of period quoted prices adjusted for selling expenses.
Changes in fair value are recorded in other income (expense), net on the Consolidated Statements of Operations at the end of
each reporting period. Gains or losses from sales of marketable equity securities are recorded in other income (expense), net
on the Consolidated Statements of Operations when the sale is completed.

Oil and Natural Gas Properties

The Company follows the full cost method of accounting for its oil and natural gas properties. Under the full cost method, all
costs associated with the acquisition, exploration and development of oil and natural gas properties are capitalized and
accumulated in a country-wide cost center. This includes any internal costs that are directly related to development and
exploration activities but does not include any costs related to production, general corporate overhead or similar
activities. The sum of net capitalized costs and estimated future development and dismantlement costs for each cost center
are subject to depreciation, depletion and amortization (“DD&A”) using the equivalent unit-of-production method, based on
total proved oil and natural gas reserves. For consolidated financial statement presentation, DD&A includes accretion expense
related to asset retirement obligations. Cost associated with unevaluated properties, if any, are excluded from amounts subject
to DD&A.
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Under the full cost method, net capitalized costs are limited to the lower of unamortized cost reduced by the related net
deferred tax liability, or the cost center ceiling (the “Ceiling Test”). The cost center ceiling is defined as the sum of (i)
estimated future net revenue, discounted at 10% per annum, from proved reserves, based on average prices per barrel of oil
and per Mcf of natural gas at the first day of each month in the 12-month period prior to the end of the reporting period; and
costs, adjusted for contract provisions and financial derivatives qualifying as accounting hedges and asset retirement
obligations, (ii) the cost of unevaluated properties not being amortized, and (iii) the lower of cost or market value of unproved
properties included in the cost being amortized, reduced by (iv) the income tax effects related to differences between the book
and tax basis of the crude oil and natural gas properties. If the net book value reduced by the related net deferred income tax
liability (if any) exceeds the cost center ceiling limitation, a non-cash impairment charge is required in the period in which
the impairment occurs. Since all of the Company’s oil and natural gas properties are located within the United States, the
Company only has one cost center for which a quarterly Ceiling Test is performed.

Industrial Gas Properties

The Company capitalizes all costs associated with the acquisition, exploration and development of industrial gas
properties. The acquisition of leases, cost of acquiring drilling permits, drilling, development and asset retirement costs are
capitalized as exploration and unevaluated properties. When commercially viable quantities of industrial gas reserves are
discovered, the associated costs are reclassified to evaluated assets. The Company will periodically assess exploration and
unevaluated properties, and upon evaluation, will reclass the properties to evaluated. Any additional costs to develop the
properties or to construct infrastructure to produce and process industrial gases, including processing plant construction costs,
will also be capitalized as evaluated. Interest expense, if any, is capitalized on qualifying expenditures. Evaluated industrial
gas properties are subject to DD&A once production commences utilizing the units of production method. Evaluated
industrial gas properties are stated at cost, less accumulated depletion, depreciation and amortization.

The carrying value of the evaluated properties is reviewed for impairment when there are indications that it may not be
recoverable due to significant and prolonged declines in prices, significant reductions in estimated resources, changes in the
Company’s plans or other significant events that indicate that an impairment may exist. If any such indication of impairment
exists and the sum of the undiscounted cash flows is less than the carrying value of the evaluated property, the carrying value
is reduced to estimated fair value and reported as an impairment charge in the period with a reduction in the associated
carrying cost. Individual evaluated properties are grouped for impairment purposes at the lowest level for which there are
identifiable cash flows. The fair value of impaired property is typically determined based on the present value of expected
future cash flows using discount rates believed to be consistent with market participants. The impairment test incorporates
several assumptions involving expectations of future cash flows which can change significantly over time. These assumptions
include estimates of future production, future contracted industrial gas prices, estimates of future operating and development
costs.

Acquisitions

The Company accounts for acquisitions as business combinations if the acquired assets meet the definition of a business. If
substantially all of the fair value of the gross assets acquired are concentrated in a single identifiable asset or a group of
similar assets, the acquisition is not considered a business and is accounted for as an asset acquisition. This determination of
whether the gross assets acquired are concentrated in a group of similar assets is based on whether the risks associated with
managing and creating outputs from the assets are similar.

Divestitures

For divestitures involving oil and natural gas assets included in the full cost pool, the Company evaluates if a given divestment
has a significant impact to either our reserves volumes or the full cost pool unit-of-production depletion rate. If a divestiture
has a significant impact to reserves volumes or the full cost pool depletion rate, the Company will consider if recognizing a
gain or loss on the transaction is appropriate. If a divestiture does not have a significant impact to reserves volumes or the full
cost pool depletion rate, the Company records proceeds, net of transaction costs and purchase price adjustments, to the full
cost pool, with no gain or loss recognized on the Consolidated Statements of Operations. Relief of any associated asset
retirement obligation is also recorded to the full cost pool. Revenues and expenditures are recorded following our standard
accounting policies until the divestment closes.
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Property and Equipment

Administrative assets are carried at cost. Depreciation of administrative assets are provided principally by the straight-line
method over estimated useful lives as follows:

Years

Administrative assets:
ComPULErs aNd SOTEWAIE ......cueiiviiiieiiciieteet ettt e e te e be b e esseesaesaeesaeesseesseereeneenns
Office furniture and EQUIPIMENL...........cveriieiiieiieieiiecte et etesee et ae et eeteesseebeesseesaessaesseeseenneenes
AULOS AN TTUCKS ...ttt ettt ettt e e e e taeeseesbe e beesseensessaesseesseenseesseessenseenseans
OthEr CQUIPIMEGIL ....viviiiieiieie ettt ettt et et e et e et e eteesteesseesseeseesseesseeseesseesseessessaessaeseenseensesssesseeseenns 1

S D D W

Impairment of Long-Lived Assets

The Company evaluates long-lived assets for impairment when events or changes in circumstances indicate that the related
carrying amount may not be recoverable. If estimated future cash flows, on an undiscounted basis, are less than the carrying
amount of the related asset, an asset impairment charge is recognized, and measured as the amount by which the carrying
value exceeds the estimated fair value. Changes in significant assumptions underlying future cash flow estimates may have
a material effect on the Company’s financial position and results of operations.

Leases

The Company accounts for leases in accordance with Accounting Standards Codification (“ASC”) Topic 842, Leases, (“Topic
842”), which requires lessees to recognize operating and finance leases with terms greater than 12 months on the Consolidated
Balance Sheets. The Company evaluates a contractual arrangement at its inception to determine if it is a lease or contains an
identifiable lease component. Certain leases may contain both lease and non-lease components. The Company’s policy for
all asset classes is to combine lease and non-lease components together and account for the arrangement as a single lease.

Certain assumptions and judgments are made by the Company when evaluating a contract that meets the definition of a lease
under Topic 842, which include those to determine the discount rate and lease term. Unless the discount rate can be determined
in the lease agreement, the Company determines the present value of the future lease payments using an estimated incremental
borrowing rate at the lease inception. The Company evaluates each contract containing a lease arrangement at inception to
determine the length of the lease term when recognizing a right-of-use (“ROU”) asset and corresponding lease liability. The
Company excludes from the Consolidated Balance Sheets leases with terms that are less than one year.

A ROU asset represents a lessee’s right to use an underlying asset for the lease term, while the associated lease liability
represents the lessee’s obligations to make lease payments. At the commencement date a lease ROU asset and corresponding
lease liability is recognized based on the present value of the future lease payments. The initial measurement excludes certain
variable lease payments, such as payments that vary depending on actual usage.

Derivative Financial Instruments

The Company periodically enters into commodity derivative instruments to mitigate a portion of its exposure to oil price
volatility for its expected future oil production. The Company does not designate commodity derivative contracts as fair value
or cash flow hedges, and therefore the contracts do not qualify for hedge accounting treatment. Changes in fair value of
derivative contracts are recorded in the Consolidated Statement of Operations in other income (expense). The fair value of
derivative contracts is recorded as either an asset or a liability on the Consolidated Balance Sheet.

Revenue Recognition

The Company derives revenue from the sale of produced oil, natural gas and NGLs. Revenue is recognized at the point in
time when custody and title of the product transfers to the purchaser, which may differ depending on the applicable contractual
terms. Revenue accruals are recorded based on the Company’s share of estimated production and the expected price to be
received. The Company uses its knowledge of its properties, contractual arrangements, historical performance, NYMEX
differentials, and other factors as the basis of these estimates. Variances between estimates and the actual amounts received
are recorded in the month payment is received.
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The Company does not disclose the values of unsatisfied performance obligations under its contracts with customers as it
applies the practical exemption in accordance with ASC 606. The exemption applies to variable consideration that is
recognized as control of the product is transferred to the customer. Since each unit of product represents a separate
performance obligation, future volumes are wholly unsatisfied, and disclosure of the transaction price allocated to the
remaining performance obligations is not required.

The Company reports revenue as its proportionate share of the gross amount received before taking into account transportation
costs. Production taxes and gathering, transportation, and treating costs are reported separately on the Consolidated
Statements of Operations.

Asset Retirement Obligations

The Company records the estimated fair value of restoration and reclamation liabilities related to its oil and natural gas and
industrial gas properties as of the date that the liability is incurred. The Company reviews the liability each quarter and
determines if a change in estimate is required, and accretion of the discounted liability is recorded based on the passage of
time. The Company deducts any actual funds expended for restoration and reclamation during the quarter in which it occurs.

Reclassification

Certain prior-year amounts have been reclassified to conform to the current-year presentation. For the year ended December
31, 2024, the Company reclassified approximately $369 thousand of acquisition costs to exploration expense within
Operating expenses. This reclassification had no impact on total operating expenses, net income, cash flows, or stockholders’
equity.

Stock-Based Compensation

The Company measures the cost of employee and director services received in exchange for all equity awards granted,
including stock options, based on the fair value of the award as of the grant date. The Company's policy is to compute the
fair values of any options granted to employees using the Black-Scholes option pricing model unless the fair value is expected
to be inconsequential. The Company recognizes the cost of the equity awards over the period during which an employee or
director is required to provide services in exchange for the award, usually the vesting period. Forfeitures are recognized as
they occur. Unvested shares of restricted stock grants are not included in common shares outstanding until vesting has
occurred.

Income Taxes

The Company recognizes deferred income tax assets and liabilities for the expected future income tax consequences, based
on enacted tax laws, of temporary differences between the financial reporting and tax bases of assets, liabilities and carry
forwards.

Additionally, the Company recognizes deferred tax assets for the expected future effects of all deductible temporary
differences, loss carry forwards, and tax credit carry forwards. Deferred tax assets are reduced by a valuation allowance for
any tax benefits that, based on current circumstances, are considered more likely than not they will not be realized. As
of December 31, 2025 and 2024, management did not believe it was more likely than not that such a tax benefit would be
realized and as such, a valuation allowance has been recorded. In assessing the need for a valuation allowance for the
Company’s deferred tax assets, a significant item of negative evidence considered was the cumulative book loss over the
three-year period ended December 31, 2025.

The Company assesses its tax positions annually to determine if there are any uncertain tax positions. If an uncertain tax
position is identified, the Company recognizes the tax benefit from an uncertain tax position only if it is more likely than not
that the tax position will be sustained on examination by taxing authorities, based on the technical merits of the position. The
tax benefits recognized in the consolidated financial statements from such a position are measured based on the largest benefit
that is probable of being realized upon ultimate settlement. The amount of unrecognized tax benefits is adjusted as appropriate
for changes in facts and circumstances, such as significant amendments to existing tax law, new regulations or interpretations
by the taxing authorities, new information obtained during a tax examination, or resolution of an examination.
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Income (Loss) Per Share

Basic net income (loss) per share is computed based on the weighted average number of common shares outstanding. Diluted
net income (loss) per share is calculated by dividing net income or loss by the diluted weighted average common shares
outstanding, which includes the effect of potentially dilutive securities. Potentially dilutive securities for this calculation
consist of in-the-money outstanding stock options, and unvested restricted stock. When there is a loss from continuing
operations, all potentially dilutive shares are anti-dilutive and are excluded from the calculation of net income (loss) per share.
The treasury stock method is used to measure the dilutive impact of unvested restricted stock and in-the-money stock options.

Correction of Immaterial Errors

The Company identified two immaterial errors related to the over accrual of commitment fees on its credit facility in 2024
and production taxes in 2024 and earlier periods. The errors resulted in an overstatement of operating expenses, interest
expense and Accumulated Deficit and the understatement of Other income (expense). The Company concluded the errors

were not material to any previously issued financial statements including previously issued interim financial statements.

Accordingly, the Company revised the 2024 comparative financial statement amounts presented herein and recorded the
cumulative effect of periods prior to 2024 as an adjustment to beginning retained deficit as of December 31, 2023.

Impact of Immaterial Error Corrections
The following table summarizes the impact of the corrections (in thousands):

As Previously  Adjustment for Adjustment for

Reported Production Commitment As Revised
2024 Tax Fee 2024
Production taxes ...........cccceverevereereeeeenenans $ 1,276  $ (63) § -3 1,213
Total operating eXpense..........cceceeeereeeneennee. 46,357 (63) - 46,294
Interest eXpense, Net......cccveevveerveerveenneeenne (530) - 88 (442)
Total other income (eXpense) ...........ceevuvennne (26) - 88 62
Net loss before income taxes.........ccocueeeeee.. 25,764 63 88 25,613
Accumulated deficit, December 31, 2023 .... (172,134) 318 - (171,816)
Accumulated deficit, December 31, 2024 .... (197,918) 381 - (197,538)
Accounts payable and accrued liabilities...... 5,466 (381) - 5,086
Total current liabilities ...........cccccevevervenennen. 12,348 (381) - 11,968

2. ACQUISITIONS AND DIVESTITURES
Acquisition of Industrial Gas Acreage

On January 7, 2025, we entered and simultaneously closed the transactions contemplated by, a purchase and sale agreement,
with Synergy Offshore LLC (“Synergy”). Synergy is controlled by Mr. Duane H. King, a member of the Board of Directors
of the Company, who serves as the Chief Executive Officer and Manager of Synergy, and John A. Weinzierl, the Company’s
Chairman, who was then an approximate sixty percent beneficial owner of Synergy.

We acquired approximately 24,000 net operated acres located across the Kevin Dome structure in Toole County, Montana,

including all leases, wells, rights and interests in, under or derived from the acquired acreage subject to Synergy retaining an
undivided twenty percent (20%) of Synergy’s right title and interest in the property.
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Consideration for the transaction consisted of the following: (a) $2.0 million in cash, subject to customary adjustments; (b)
1,400,000 shares of the Company’s common stock; (c) a carried working interest whereby the Company agreed to cover and
pay for 100% of Synergy’s costs attributable to the Synergy acreage, until the earlier of (i) 78 months from the closing date;
or (ii) the date the total costs associated therewith total $20 million; (d) our agreement to pay Synergy 18% of the cash
amounts we actually realize from any law or regulation from our sequestration of carbon oxides or similar substances derived
directly from an agreed area of mutual interest including Synergy’s acreage; and (e) our agreement to pay Synergy 18% of
any gain we may receive in connection with the sale of the future, first, gas processing plant located on Synergy’s acreage.
Total consideration was $4.9 million. The transaction was accounted for as an asset acquisition.

Amount
(in thousands)
Amounts incurred as of the closing date:

(=T s OO R PR $ 2,000
Value of 1,400,000 Shares 1SSUCH...........ccoouviiiiieee ettt et et e e e e e et e e e e e e eeareeeeeneeeeeeraeeeeenns 2,632
TANSACHION COSES. ...eiuviiiiietie e et e e et e ettt e et e e et e e e e e e e e e e e et e e e e eaee e e eeaeeeeeeateeeeeseeeeeeaneeeeeseeeeeenneeeeenneas 325

Total CONSIAETAION PAIA .....c.eeviieeiiriieiietiieietet ettt ettt b et s e se s s e s esessessesessessesessensenas $ 4,957

Allocation to acquired assets:
Unproved industrial as PrOPEILIES ........ccueiierieiiieieeieetieit et ete st et e eeaeseesteesaeeseeseeseesseeseenseensesnsennees $ 4,957

On June 26, 2024, the Company entered into and closed the transactions contemplated by, a purchase and sale agreement
with Wavetech Helium ("Wavetech" and the "Purchase Agreement"). Pursuant to the Purchase Agreement, effective June 1,
2024, the Company acquired 82.5% of Wavetech's rights under a farmout agreement for approximately 144,000 net acres
located across the Kevin Dome Structure in Toole County, Montana (the "Assigned Rights"). The Assigned Rights vest upon
the drilling of two wells on the property. As of December 31, 2025, the Company had completed its drilling commitment on
the property. In consideration for the Assigned Rights, the Company paid Wavetech $2.0 million in cash and 2.6
million shares of restricted common stock, which were valued at $2.7 million on June 26, 2024. In addition, prior to the
closing of the Purchase Agreement, the Company incurred $0.4 million of transaction costs related to the acquisition of the
Assigned Rights. Additionally, the Company agreed to be responsible for 100% of capital costs, including costs related to
project exploration, appraisal, development drilling and completion until $20.0 million has been incurred related to
Wavetech's 17.5% interest. The Company accounted for the acquisition of the Assigned Rights as an asset acquisition.

Divestitures

During the year ended December 31, 2025, the Company closed on two oil and natural gas property divestments, in Wyoming
and in West Texas, for total net proceeds of $0.6 million. Relief of the associated asset retirement obligations for the
properties divested was $5.6 million. The Company recorded the proceeds, net of transaction costs and final settlement
adjustments, along with the associated asset retirement obligations to the full cost pool, with no gain or loss recognized in the
Consolidated Statement of Operations.

During the year ended December 31, 2024, the Company closed several divestment transactions of its oil and natural gas
properties for total net proceeds of $14.0 million before transaction costs of $0.4 million. Relief of the associated asset
retirement obligations for the properties divested was $5.4 million. The divestitures included several individual divestitures
of wells in Garza, Karnes and Archer County, Texas, Sumner and Pratt County, Kansas, Kay County, Oklahoma and Lea
County, New Mexico. The net proceeds from these transactions totaled $7.2 million. These divestitures did not have a
significant impact to reserves volumes or the full cost pool depletion rate. As such, the Company recorded the proceeds, net
of transaction costs and purchase price adjustments, to the full cost pool, with no gain or loss recognized in the Consolidated
Statement of Operations. In addition, on December 31, 2024, the Company closed on the sale of properties in Anderson,
Henderson and Liberty County, Texas. This divestiture represented 36% of the reserve volumes and 30% of the reserve value
at the date of the divestment, and as such, the Company considered this a significant divestiture and recognized a $5.0 million
loss on the sale of the properties in the Consolidated Statement of Operations for the year ended December 31, 2024.
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3. REVENUE FROM CONTRACTS WITH CUSTOMERS

The Company disaggregates its share of revenue from the sale of oil, natural gas and natural gas liquids by region as follows:

Year Ended
December 31,
2025 2024
(in thousands)
Revenue:
Rockies
OIL ettt ettt $ 5,099 $ 7,366
Natural gas and HQUIAS ......cc.oeviiiiiiiiieiiceceeee e ens 178 189
TOLAL .ttt 5,277 7,555
West Texas, South Texas, and Gulf Coast
OIL ettt 754 5,276
Natural gas and HQUIdS ......cocveeeieiieiieiee e e 16 117
TOLAL Lttt 770 5,393
Mid-Continent
L 71 OSSPSR 525 5,523
Natural gas and HQUIAS .....coveeeiiiiiieeie e 781 2,148
TOLAL ..ttt bttt ettt eaea 1,306 7,671
TOAL TEVETIUE ... ettt eee e eeeeeeeee e $ 7,353 $ 20,619
4. LEASES

The Company’s right-of-use assets and lease liabilities are recognized at their discounted present value under the following
captions in the Consolidated Balance Sheets as of December 31, 2025 and 2024:

December 31,
2025 2024
(in thousands)

RIGHt OF USE @SS@L....eiviiiieiieiieie ettt
OPETAtING TEASE .....vivvevievieieeietiieetetei ettt ettt sttt et b e te s s e $ 356 $ 528
Lease liability
Current 1ease ObIIZAtION ........cviviiriieiieieeie e 210 196
Long-term 1ease obligation ............cceevuieiiieieiienieie et neens 206 415

$ 416 § 611

The Company recognizes lease expense on a straight-line basis excluding short-term and variable lease payments, which are
recognized as incurred. Following are the amounts recognized as components of rental expense for the years ended December
31,2025 and 2024:

December 31,

2025 2024
(in thousands)
OPETAtiNG 1€ASE COSL...viuvviiririetiitieietiitetete st ete st ete st et ete st eseebe b seebe s eseebessesesbesseseeseneens $ 218% 213
SHOTt-terM 1€ASE COST ...eiiuriiieieetiie et e s 118 426
TOLAL LEASE COSES ...vieieeieeie ettt ettt ettt ettt e et e e e e ereeeaeeseenaeennesneas $ 336$ 639

The Houston office operating lease commenced in May 2022 and is for a term of 67 months. The base rent under the lease
escalates $0.50 per square foot each twelve-month period during the term of the lease. In addition, the Company is responsible
for its share of operating expenses and tax expenses as defined in the lease.

Short-term lease cost is associated with short-term lease agreements primarily related to compressors and field equipment
rentals contracted for 12 months or less.
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The Company’s office operating lease agreements did not contain implicit interest rates that could be readily determined;
therefore, the Company used the incremental borrowing rates in effect at the time the Company entered into the leases.

As of December 31,
2025 2024
Weighted average 1ease term (YEArS) .......ccverueeruieieeieniieieeieeiesiee it eee e e ens 1.9 2.9
Weighted average diSCOUNTE TALE..........c.iiuieieieieierie ettt 4.25% 4.25%

Maturity of operating lease liabilities with terms of one year or more as of December 31, 2025 are presented in the following
table:

December 31,

2025
(in thousands)
2026 ..ttt h e h e bbbt a et et h e E bbbt e bt a bbb be et b e bt b et ebe bt et eneen $ 224
2027 et h bbbt h e h ettt E bbbt e h e sttt be et bt bbbt ettt ennen 210
Total fUture 16aSE PAYIMEILS ......c..ieieeiieetieieeieete ettt ettt e et et e st e bt esbeesbeesaessaesseeseenseensesssanseeseensennsenneens $ 434
LeSS: TMPULEA INTETESE .....eeutieieeeiie ettt ettt ettt et e eese e st e et e et e entees e e eseeeseeseemseeneeemeeeneanseenseenseennenneans (18)
TOtAl I8ASE LHADILILY ..evvivivietieiieii ettt ettt ettt et b e be st esa e st essesbesseebeeseessensessessessesensensas $ 416

5. OIL AND NATURAL GAS PRODUCING ACTIVITIES

Unevaluated Properties

As of December 31, 2025 and 2024, the Company had no unevaluated oil and natural gas properties.
Ceiling Test and Impairment

For the year ended December 31, 2025 and 2024, the Company recorded $3.6 million and $11.9 million, respectively, of
ceiling test write-downs of its oil and natural gas properties. The impairment resulted from declines in commodity prices used
in the ceiling test calculation and reduced the carrying value of oil and natural gas properties.

The reserves used in the ceiling test incorporate assumptions regarding pricing and discount rates over which management
has no influence in the determination of present value. In the calculation of the ceiling test as of December 31, 2025, the
Company used $65.34 per barrel for oil and $3.39 per one million British Thermal Units (MMbtu) for natural gas (as further
adjusted for property, specific gravity, quality, local markets and distance from markets) to compute the future cash flows of
the Company’s producing properties. In the calculation of the ceiling test as of December 31, 2024, the Company used
$75.48 per barrel for oil and $2.13 per one million British Thermal Units (MMbtu) for natural gas (as further adjusted for
property, specific gravity, quality, local markets and distance from markets) to compute the future cash flows of the
Company’s producing properties. The discount factor used for both years was 10%.

6. DEBT

On January 5, 2022, the Company entered into a four-year credit agreement (“Credit Agreement”) with FirstBank Southwest
(“FirstBank™) as administrative agent for one or more lenders (the “Lenders”), which provided for a revolving line of credit
with an initial borrowing base of $15 million, and a maximum credit amount of $100 million. Borrowings under the Credit
Agreement are collateralized by a first priority, perfected lien and security interests on substantially all assets of the Company
(subject to permitted liens and other customary exceptions). On July 26, 2022, the Company entered into a letter agreement
with FirstBank whereby it increased the borrowing base under the Credit Agreement from $15 million to $20 million. Under
the Credit Agreement, revolving loans may be borrowed, repaid and re-borrowed until January 5, 2026, when all outstanding
amounts must be repaid.
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On September 16, 2025, effective August 1, 2025, the Company entered into a First Amendment to Credit Agreement and
Limited Waiver ("Amendment") with FirstBank, as administrative agent for the lenders party thereto, and such lenders.
Significant revisions made to the Credit Amendment as a result of the Amendment include extending the maturity date of
amounts owed from January 5, 2026 to May 31, 2029, lowering the borrowing base from $20 million to $10 million and
deferring the next test period for the ratio of total debt to EBITDAX to March 31, 2026. During 2025, the Company expensed
$53 thousand of remaining capitalized deferred financing costs associated with the Credit Agreement and capitalized $60
thousand of deferred financing costs attributable to the Amendment.

Under the Credit Agreement, revolving loans may be borrowed, repaid and re-borrowed until May 31, 2029, when all
outstanding amounts must be repaid. Interest on the outstanding amounts under the Credit Agreement will accrue at an interest
rate equal to the greater of (i) the prime rate in effect on such day, and (ii) the Federal Funds rate in effect on such day (as
determined in the Credit Agreement) plus 0.50%, and an applicable margin that ranges between 0.25% to 1.25% depending
on utilization of the amount of the borrowing base (the “Applicable Margin™). In addition, there is a fee on the unused
borrowing commitment of 0.5%.

Interest charges recognized on the Credit Agreement, excluding debt issuance cost amortization and the fee for the unused
commitment, and the weighted average interest rates for the years ended December 31, 2025 and 2024 are presented in the

following table:

December 31,

2025 2024
(in thousands)
INEETEST CRATEES .....vivieeceictieeeect ettt ettt ettt ettt ettt neais $ 26§ 309
Weighted average iNtErest Tt .........ccvervieriieiieiieriesie ettt sttt e e sreebeenseesseneaens 7.8% 9.2%

The Credit Agreement contains various restrictive covenants and compliance requirements, which include: (i) maintenance
of certain financial ratios, as defined in the Credit Agreement tested quarterly, that limit the Company’s ratio of total debt to
EBITDAX (as defined in the Credit Agreement) to 3:1 and require its ratio of consolidated current assets to consolidated
current liabilities (as each is described in the Credit Agreement) to remain at 1:1 or higher; (ii) restrictions on making
certain payments as defined in the Credit Agreement, including the payment of cash dividends and repurchases of equity
interests (subject to certain limited rights to make restricted payments as long as no event of default has occurred, or would
result from the restricted payment, certain financial ratios are met and the borrowing availability after giving pro forma effect
to any borrowing to be made on the date of the restricted payment is greater than, or equal to, 20% of the then existing
borrowing base); (iii) limits on the incurrence of additional indebtedness; (iv) a prohibition on the entry into commodity swap
contracts exceeding a specified percentage of our expected production; and (v) restrictions on the disposition of assets.

7. COMMODITY DERIVATIVES

The Company’s results of operations and cash flows are affected by changes in market prices for crude oil and natural gas.
To manage a portion of its exposure to price volatility from producing crude oil and natural gas, the Company may enter into
commodity derivative contracts to protect against price declines in future periods. The Company does not enter into derivative
contracts for speculative purposes. The Company does not apply hedge accounting. Accordingly, changes in the fair value of
the derivative contracts are recorded in the Consolidated Statements of Operations and are included as a non-cash adjustment
to net income in the operating activities section in the Consolidated Statement of Cash Flows.

There were no derivative contracts outstanding as of December 31, 2025 and 2024. During 2024, the Company settled all of
its outstanding commodity derivative contracts for 2024 and 2025 production, receiving $1.8 million in settlement
proceeds.

All commodity derivative contracts held by the Company were subject to master netting arrangements with its counterparty.
The terms of the Company’s derivative agreements provide for offsetting of amounts payable or receivable between it and
the counterparty for contracts that settle on the same date. The Company’s agreements also provide that in the event of an
early termination, the counterparty has the right to offset amounts owed or owing under that and any other agreement. The
Company’s accounting policy is to offset positions when we have a right of offset or master netting arrangement.
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The following table summarizes the components of the commodity derivative settlement gain (loss) as well as the components
of the net derivative loss line-item presentation in the accompanying Consolidated Statements of Operations:

December 31,
2025 2024
(in thousands)

Commodity derivative settlement gains (losses):
O COMEIACES ettt ettt et e e e et e e et e s e e eeseeae st ee et eneeseeseeaeseeanes $ - $ 2,381

Total derivative settlement gains (I0SSES)......c.ocviveriereieriereieriereeeeeree et $ - 8 2,381

Total net commodity derivative gains (losses):
Ol CONTACES ...ttt ettt es st ettt se s s et s et s e assssneesens $ -5 537

Total net commodity derivative gains (I0SSES) .......cccevverrierreeiierienieiieie e seeeereenes $ - $ 537

8. ASSET RETIREMENT OBLIGATIONS

The Company has asset retirement obligations (“ARO”) associated with the future plugging and abandonment of industrial
gas and oil and natural gas properties. Initially, the fair value of a liability for an ARO is recorded in the period in which the
ARO is incurred with a corresponding increase in the carrying amount of the related asset. The liability is accreted to its
present value each period and the capitalized cost is depleted over the life of the related asset. For oil and natural gas
properties, if the liability is settled for an amount other than the recorded amount, an adjustment to the full-cost pool is
recognized. The Company had no assets that are restricted for the purpose of settling ARO. For industrial gas properties, if
the liability is settled for an amount other than the recorded amount, an adjustment to operating expenses in the Consolidated
Statement of Operations is recognized.

In the fair value calculation for the ARO there are numerous assumptions and judgments including the ultimate retirement
cost, inflation factors, credit-adjusted risk-free discount rates, timing of retirement and changes in legal, regulatory,
environmental, and political environments. To the extent future revisions to assumptions and judgments impact the present
value of the existing ARO, a corresponding adjustment is made to the oil and natural gas or industrial gas property balance.

The following is a reconciliation of the changes in the Company’s liabilities for asset retirement obligations for the years
ended December 31, 2025 and 2024:

Year Ended December 31,
2025 2024
(in thousands)

Balance, beginning 0f YEar.........cecvvuiieiiiiieicieieeetet ettt $ 14,083 $ 18,490
ACGUITEA ...ttt ettt ettt e et e et e s n e nae et enteeneeeneen 26 2
CoSt aNd J1fE TEVISIONS ..eecuviiieiieiiieiieeeiie et eeee et et et e et e et e et e b e esbeeeabeeenseeenns (1,304) (150)
SELIEIMENIES ....eveeiiieeiiieiiiee ettt ettt e et e e eee e baeetee e taeeseesbeeenseeenseeenseeans (232) (374)
Liabilities related to diSPOSIHON .......ceevvieiierieitieiictieete ettt (5,571) (5,435)
Yo NTe) (=15 (o ) s WSO 1,004 1,550

Balance, €nd Of YEaT..........ccuiviuieiiieeeeeeeeee et $ 8,006 $ 14,083
Asset retirement Obligations = CUITENT .........ceeirveieririerieriieieriiee et eeesnenes $ 300 S 1,000
Asset retirement obligations - NONCUITENT ..........cceecvieriieiieierieeireere e re e 7,706 13,083

Balance, end Of YEaT........c.ooviiiuiieeeeeieeeeeeeeeeeeee et $ 8,006 $ 14,083

9. COMMITMENTS, CONTINGENCIES, AND RELATED PARTY TRANSACTIONS

Contingencies

The Company is subject to litigation and claims arising in the ordinary course of business. The Company accrues for such
items when a liability is both probable and the amount can be reasonably estimated. In the opinion of management, the

anticipated results of any pending litigation and claims are not expected to have a material effect on the consolidated results
of operations, the financial position, or the cash flows of the Company.
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10. SHAREHOLDERS’ EQUITY

At December 31, 2025 and 2024, the Company had 245,000,000 common stock shares authorized. In addition, at December
31, 2025 and 2024, the Company had 5,000,000 authorized but unissued shares of preferred stock.

Committed Equity Facility

On October 9, 2025, the Company entered into a Common Stock Purchase Agreement and related Registration Rights
Agreement with Roth Principal Investments, LLC (“Roth Principal”), providing a discretionary equity facility of up to $25.0
million. Beginning December 1, 2025, the Company may, at its option over 24 months from the date the resale registration
is declared effective and certain other conditions are met, sell shares of common stock to Roth Principal at a price based on
the Nasdaq volume weighted average prices during a specific pricing period, less a 2.5% discount, subject to pricing and
ownership limits. The facility is capped at 19.99% of outstanding shares of the Company’s common stock as of the date of
the Company’s entry into the Common Stock Purchase Agreement, absent shareholder approval or satisfaction of the Nasdaq
pricing exemption and includes a 4.99% beneficial-ownership blocker. As consideration, the Company paid a $25 thousand
structuring fee, issued 223,141 shares of common stock as a partial commitment fee (valued at $270,000)(the “Stock
Commitment Fee”), agreed to a $180 thousand cash commitment fee, and to reimburse legal fees. Proceeds, if any, are
expected to be used for working capital and general corporate purposes. Under the Purchase Agreement, the Company may
be required to make a cash “make-whole” payment of up to $270,000 (the value of the Stock Commitment Fee”) if, under
certain conditions, Roth Principal receives less than $270,000 in total cash proceeds from the resale of such shares before
certain specified dates. In such a case, Roth Principal would return to the Company for cancellation any unsold commitment
shares. The Company did not issue any shares under the committed equity facility in 2025.

Equity Issuance

On January 22, 2025, the Company entered into an underwriting agreement for the offering of 4,871,400 shares of common
stock, at a price to the public of $2.65 per share (such offering, the “Offering”).

The sale of 4,871,400 shares of common stock (including the full 635,400 over-allotment option) in connection with the
Offering, closed on January 23, 2025. The Company generated approximately $11.9 million of net proceeds from the
Offering, after deducting the underwriting discounts and commissions and offering costs payable by us, and has used and
plans to continue to use such proceeds for the development of its recent acquisition in Montana, general corporate purposes,
and working capital, or for other purposes that our board of directors, in their good faith, deems to be in the best interest of
the Company. Additionally, management used $1.574 million from the over-allotment option exercise to purchase shares of
common stock from Sage Road Capital, LLC (whose co-manager, Joshua L. Batchelor, was a then member of the Board of
Directors of the Company) and its affiliates at a price equal to the public offering price of the Offering, less underwriting
discounts, which sale took place in January 2025, as discussed below.

Related Party Share Repurchase

On January 27, 2025, the Company entered into a Share Repurchase Agreement with Banner Oil & Gas, LLC (“Banner”),
Woodford Petroleum, LLC (“Woodford”), and Sage Road Energy II, LP, (“Sage Road”, and together with Banner and
Woodford, the “Selling Stockholders™). In his capacity as co-Managing Partner of Sage Road Capital, LLC, which indirectly
controls and manages certain funds which own a majority interest in Banner, Woodford and Sage Road, Joshua L. Batchelor,
a then member of the Board of Directors of the Company, may be deemed to beneficially own the shares of common stock
held by the Selling Stockholders.

Pursuant to the Share Repurchase Agreement, the Company, in a private transaction, outside of, and separate from the
Company’s previously disclosed share repurchase program, on January 27, 2025, repurchased (a) 534,020 shares of common
stock held by Banner, (b) 41,229 shares of common stock held by Woodford, and (c) 60,151 shares of common stock held
by Sage Road, for an aggregate of $1.574 million or approximately $2.48 per share, which was the net price per share of the
4,871,400 shares of common stock sold in our underwritten public offering which closed on January 23, 2025, less
underwriting discounts and commissions, and which represented an 8.2% premium to the closing sales price of the Company's
common stock on January 27, 2025.

Stock Option Plans
From time to time, the Company may grant stock options under its incentive plan covering shares of common stock to

employees of the Company. Stock options, when exercised, are settled through the payment of the exercise price in exchange
for new shares of stock underlying the option. These awards typically expire ten years from the grant date.
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For the years ended December 31, 2025 and 2024, there was no compensation expense related to stock options. As of
December 31, 2025 and 2024, all stock options had vested. The had stock options to purchase 16.5 thousand and 22.2
thousand shares of common stock with an average exercise price of $ 10.00 and $30.48 as of December 31, 2025 and 2024.
The remaining term is approximately 1.8 years. The options had de minimis intrinsic values for the periods reported.

Restricted Stock

The Company grants restricted stock under its incentive plan covering shares of common stock to employees and directors
of the Company. The restricted stock awards are time-based awards and are amortized ratably over the requisite service
period. Restricted stock vests ratably on each anniversary following the grant date provided the grantee is employed on the
vesting date. Forfeitures of restricted stock awards are recognized as they occur. Restricted stock granted to employees, when
vested, may be net settled through the net issuance of shares, reduced by the number of shares required to pay withholding
taxes. Non-vested shares of restricted stock are not included in common shares outstanding until vesting has occurred.

The following table presents the changes in non-vested, time-based restricted stock awards to all employees and directors for
the year ended December 31, 2025:

Weighted-Avg.

Grant Date

Fair Value

Shares per Share
Non-vested restricted stock at December 31, 2024 .........ooovveiieiieeeeeeeeeeeeee e 1,450,695 $ 1.41
GTANTEA ...t ettt et e e e b e et e e etbeeetaeeetbeeeaseesabeeeaseenabeesaseenareas 1,140,000 $ 2.03
VESTEA .ttt et ettt ettt et et e b e e e be e e baeeabeeebaeeabeeebeeaareas (1,086,015) $ 1.56
Modifications (accelerated VESING) ......ccveruieruirriirieiie et - $ -
) 13 11T TSRS (76,000) $ 2.03
Non-vested restricted stock at December 31, 2025 ......ovvviiiiiiiiiiiiieeeeeeeeeeeeeeeeeee e 1,428,680 $ 2.03

The following table presents the stock compensation expense related to restricted stock grants for the years ended December
31, 2025 and 2024:

Year Ended
December 31,
2025 2024
(in thousands)
StoCK COMPENSALION EXPEIISE ....vvveeririerireeieteiteneetesaeseetesseseetesseseeseseeseesessesesseseesesseseesessens $ 1,853 § 1,268

Total compensation cost related to non-vested time-based awards not yet recognized in the Company’s Consolidated
Statements of Operations as of December 31, 2025 is $841 thousand. This cost is expected to be recognized over a weighted
average period of 1.46 years. As of December 31, 2025, the Company had 4,201,742 shares available for issuance under its
2022 Stock Incentive Plan.

Share Repurchase Program

On April 26, 2023, the Board of Directors of the Company authorized and approved a share repurchase program for up to
$5.0 million of the outstanding shares of the Company’s common stock. On March 19, 2024, the Board of Directors of the
Company authorized and approved an extension of the ongoing share repurchase program for up to $5.0 million of the
currently outstanding shares of the Company’s common stock, which was set to expire on June 30, 2025, and was extended
until June 30, 2026.

Under the stock repurchase program, shares are repurchased from time to time in the open market or through negotiated
transactions at prevailing market prices, or by other means in accordance with federal securities laws. Repurchases are made
at management’s discretion at prices management considers to be attractive and in the best interests of both the Company and
its stockholders, subject to the availability of stock, general market conditions, the trading price of the stock, alternative uses
for capital, and the Company’s financial performance. The repurchase program is funded using the Company’s working
capital. The repurchased shares are cancelled and therefore will not be held in treasury or reissued.
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The following table presents the activity for the share repurchase program for the years ended December 31, 2025 and 2024:

Year Ended December 31,
2025 2024
(in thousands except per share
amounts)
Shares rePUIChASEd .........coviiiiiiiiiicie ettt ve b e saeeaaeeeees 197 617
Weighted average price Per Share..........c.oovieieiiieiiieiicieciece ettt $ 1.604 § 1.183
Value of shares repurchased ...........c.occvieiiiiiiieiicicceecece s $ 316 S 730

Under the stock repurchase program, shares are repurchased from time to time in the open market or through negotiated
transactions at prevailing market prices, or by other means in accordance with federal securities laws. Repurchases are made
at management’s discretion at prices management considers to be attractive and in the best interests of both the Company and
its stockholders, subject to the availability of stock, general market conditions, the trading price of the stock, alternative uses
for capital, and the Company’s financial performance. The repurchase program is funded using the Company’s working
capital. The repurchased shares are cancelled and therefore will not be held in treasury or reissued.

11. INCOME TAXES

Adoption of ASU 2023-09

The Company adopted Accounting Standards Update (ASU) 2023-09, Income Taxes (Topic 740): Improvements to Income
Tax Disclosures, effective January 1, 2025. The amendments expand the Company’s income tax disclosure requirements but
do not impact its consolidated financial position, results of operations, or cash flows.

Components of Income Tax Expense

The components of the income tax provision for the years ended December 31, 2025 and 2024 are as follows:

2025 2024
(in thousands)
Current:
FEAETAL ...t $ -3 -
AL ..tteeetie ettt ettt ettt e e te e et e e e tae e ba e e taeebeeetaeeneeeraeenneas 6 36
Total CUrrent IMNCOME TAX .......cveveevivereerieereeeeeeeeeet ettt eee e et ene e eseneens $ 6 3 36
Deferred:
FEAETAL ...t $ - S 456
SEALE ...ttt ettt e et e taeenbeeeaeeentaeeteeenneeensaeenneas - (472)
Total deferred INCOME tAXES .....vveeveeiiieeieeiieeeie ettt eve e e seee s $ - $ (16)
Total income tax expense (benefit) .........ccovvievvieriieiiiieiicie e $ 6 3 20

&5



Rate Reconciliation

The following table presents a reconciliation of the U.S. federal statutory income tax rate to the Company’s effective income
tax rate for the years ended December 31, 2025 and 2024 ($ in thousands):

2025 % 2024 %
Reconciling Item
Pretax income (10SS) ....ocveevveivieriieiieieeieere e (14,368) 0.0% $ (25,613) 0.0%
Tax at U.S. federal statutory rate (21%)......ccceeveereennnne (3,032) 21.0% (5,410) 21.0%
State income taxes, net of federal benefit..................... 5 1.7% (444) 1.6%
TaxX CrEdits ...eveeeieriieiiiceeeeeeeee e - 0.0% - 0.0%
Foreign tax effects.......ccocvevvriierienieieeieeeeeee e - 0.0% - 0.0%
Effects of tax law changes..........cccoovveviiciiienienres - 0.0% - 0.0%
Nondeductible €Xpenses.........cceeverveereeeienieneeneeeiennnn 93 0.6% 155 0.7%
Changes in valuation allowance .............cccceeevverveennen.. 2911 22.1% 5,705 20.1%
Changes in unrecognized tax benefits ...........ccccceveenee.. - 0.0% - 0.0%
Other, NET...uvviiiiiiieciieee e 28 0.0% 13 -0.9%
Income tax expense (benefit) ................cccceeiieinnnn, $ 6 0.1% § 20 -2.7%

The Company’s effective tax rate differs from the U.S. federal statutory rate primarily due to changes in valuation allowance,
state income taxes, and nondeductible expenses. The Company does not have foreign operations, tax credit activity, or
uncertain tax positions that materially impact the effective tax rate.

Deferred Tax Assets and Liabilities
The components of deferred tax assets and liabilities as of December 31, 2025 and 2024 are as follows:

2025 2024
(in thousands)

Deferred tax assets:

Net operating l0SS CAITYOVET ......c.vieuiiriieiieieeie ettt etee st et e e eeaeseeeseenaeseees $ 13,613 $ 9,787
Property and eqUIPIMENt.........c.eoouiiieiieiee et 7,808 6,781
Percentage depletion and contribution CarryOVers ..........ocvevvereeereeneeneeeieneeneeenens 2,007 1,988
Deferred compensation Hability...........cccoerieiiiiiiiiiiiee e 9 188
Asset retirement ObIIZALIONS .........ccveevvieiiiieitieie ettt 1,843 3,215
Stock-based COMPENSATION.......ccuuieriiieriieiiie ettt e e saeesere e 408 379
LeaS€ ODIIZALIONS ...eviiviieiieeiie ettt ettt et eete e st e e e nbeesebeesnaeessseennneens 94 138
ORET ettt 218 220
Total deferred taX ASSELS ... ..eiiieeeiieieeieee et e e eee e e e e e eaeeeeenes 26,000 22,695
Deferred tax liabilities:
LBASE @SSOES . cuuvieuiiieiie ettt et ie ettt e sttt et e sttt ettt e s e et e e at e et eentteebbeennneene (81) (119)
Total deferred tax Habilities .......cceeverieriieieeiee e (81) (119)
Net deferred taX @SSELS .....oovuviieieeeee et eeee e e e e e e e e e e eennens 25,919 22,576
Less valuation allOWanCE ..........ccueeveeieeieniieiieie et eee st st sseeeeeneeas (25,919) (22,576)
Net deferred tax Hability ........ococvevieieiiiiieiiiiieeccieeeee et $ -3 -
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Cash Taxes Paid

Cash paid for income taxes was as follows for the years ended December 31, 2025 and 2024 (in thousands):

2025 2024
(in thousands)
Jurisdiction:
FEACTAL ... e - -
SHALE vttt et e et e e et e e e e ta e e e e b e e e eetaeeeaaraeas - 17
FOT@IGN ...ttt ettt sttt esteesseeaeesaeesseessesseensaens - -
Total Cash Taxes Paid..........ccooivviiiiiiieieieeeeeeeeee e $ -3 17

The Company has no foreign operations.
Other Disclosures

As of December 31, 2025, the Company has approximately $28.1 million in net operating loss carryovers for federal income
tax purposes. Net operating losses incurred prior to January 5, 2022 are subject to an Internal Revenue Code (IRC) Section
382 limitations due to a change of control on that date.

The Company also has approximately $10.6 million of realized built-in loss ("RBIL") carryovers that carry forward
indefinitely subject to annual limitations.

The Company recognizes, measures, and discloses uncertain tax positions under the “more-likely-than-not” threshold. The
Company has no uncertain tax positions.

The Company files income tax returns in U.S. federal and multiple state jurisdictions. It is generally not subject to federal tax
examinations for years prior to 2021 and remains open for various state tax examinations for tax years 2020 and later.

12. INCOME (LOSS) PER SHARE

Basic net income (loss) per common share is calculated by dividing net income (loss) attributable to common shareholders
by the weighted-average number of common shares outstanding for the respective period. Diluted net income (loss) per
common share is calculated by dividing adjusted net income (loss) by the diluted weighted average number of common shares
outstanding, which includes the effect of potentially dilutive securities. Potentially dilutive securities for this calculation
consist of stock options and unvested shares of restricted common stock, which are measured using the treasury stock method.
When the Company recognizes a net loss, as was the case for the years ended December 31, 2025 and 2024, all potentially
dilutive shares are anti-dilutive and are consequently excluded from the calculation of dilutive net loss per common share.

The following table sets forth the calculation of basic and diluted net income (loss) per share for the years ended December
31,2025 and 2024:

2025 2024
(in thousands except per share data)
Net income (loss) attributable to common shareholders .............c.cceeieeiiiiieiencn, $ (14,374) $ (25,633)
Basic weighted-average common shares outstanding .............ccceeevveeveeeereenneennenne. 33,820 26,720
Dilutive effect of potentially dilutive SECUTILIES ......ceevveeiiveiiriieiicieee e, - -
Diluted weighted-average common shares outstanding .............ccccceeeveeierierreennnnne. 33,820 26,720
Basic net 10SS PEr SNare ........cc.coviiiiiiiiiccecec s $ (0.43) $ (0.96)
Diluted net 10SS PET SNATE ........ocviiviieiieiieeeeeeeee e $ (0.43) $ (0.96)
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For the years ended December 31, 2025 and 2024, potentially dilutive securities were excluded from the calculation of
weighted average shares because they were anti-dilutive are as follows:

2025 2024
(in thousands)
STOCK OPLIONS ...ttt ettt ettt et et ettt e teebe e b e e s e esseessesteesaeeseesseennas 17 22
Unvested shares of reStricted STOCK .....oouvviiiiiiiiiiiieeeeee e 1,429 1,451
o] 721 DTSR RROT 1,446 1,473

13. FAIR VALUE MEASUREMENTS

The Company’s fair value measurements are estimated pursuant to a fair value hierarchy that requires us to maximize the use
of observable inputs and minimize the use of unobservable inputs when measuring fair value. The valuation hierarchy is
based upon the transparency of inputs to the valuation of an asset or liability as of the measurement date, giving highest
priority to quoted prices in active markets (Level 1) and the lowest priority to unobservable data (Level 3). In some cases, the
inputs used to measure fair value might fall in different levels of the fair value hierarchy. The lowest level input that is
significant to a fair value measurement in its entirety determines the applicable level in the fair value hierarchy. Assessing
the significance of a particular input to the fair value measurement in its entirety requires judgment, considering factors
specific to the asset or liability, and may affect the valuation of the assets and liabilities and their placement within the
hierarchy level. The three levels of inputs that may be used to measure fair value are defined as:

Level 1 - Quoted prices for identical assets and liabilities traded in active markets.

Level 2 - Observable inputs other than Level 1 that are directly or indirectly observable for the asset or liability, including
quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in
active markets, or other observable inputs that can be corroborated by observable market data.

Level 3 - Unobservable inputs supported by little or no market activity for financial instruments whose value is determined
using pricing models, discounted cash flow methodologies, or similar techniques, as well as instruments for which the
determination of fair value requires significant management judgment or estimation.

While the Company believes its valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments could result in a different
estimate of fair value at the reporting date. The following is a description of the valuation methodologies used for complex
financial instruments measured at fair value:

Marketable Equity Securities Valuation Methodologies

We measure the fair value of marketable equity securities based on quoted market prices obtained from independent pricing
services. The Company has an investment in the marketable equity securities of Anfield Energy (“Anfield”), which it
acquired as consideration for sales of certain mining operations. Anfield is traded in an active market under the trading symbol

AEC:TSXV and has been classified as Level 1.

December 31,

2025 2024
Number 0f Shares OWNEA ..........oooviiiiiiiiii e 32,282 2,421,180
QUOtEd MATKEE PIICE ...vvivieietieteee ettt ettt $ 5.14173  $ 0.06256
SRATE VAIUC. ... ettt $ 165985 $ 151,475
Estimated cost to SEll Shares.........ccoevuiiiiiiiiiiiiieicece e (20,000) (20,000)
FAIT VALUE <ottt ettt eaea $ 145985 $ 131,475

Credit Facility

The Company’s credit facility approximates fair value because the interest rate is variable and reflective of market rates.
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Other Financial Instruments

The carrying value of financial instruments included in current assets and current liabilities approximate fair value due to the
short-term nature of those instruments.

Nonrecurring Fair Value Measurements

Asset Retirement Obligations

The Company measures the fair value of asset retirement obligations as of the date a well is acquired, the date a well begins
drilling, or the date the Company revises its ARO assumptions. The Company’s estimated asset retirement obligation is based
on historical experience in plugging and abandoning wells, estimated economic lives, estimated plugging and abandonment
costs and federal and state regulatory requirements, all unobservable inputs, and therefore, are designated as Level 3 within
the valuation hierarchy. The liability is discounted using the credit-adjusted risk-free rate estimated at the time the liability is
incurred or revised upward. The credit adjusted risk-free rate used to discount the Company’s plugging and abandonment
liabilities range from 7.30% to 19.00%.

14. OTHER CURRENT ASSETS AND ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Other Current Assets

The following table presents the components of other current assets as of the dates indicated:

December 31,

2025 2024

(in thousands)
PIePaid EXPEIISE .....vvvveieiietieieeeeieeetetee ettt ettt ettt ettt ettt eaean e $ 164 $ 119
Joint interest billings receivable, net of allowance of $380 and $100 as of

December 31, 2025 and 2024, resSpectiVely .......ccoeeueiieiienieieeceeeeeeeeeeeee (31) 378
INCOME tAX TECEIVADIE ...ttt 28 28
Deferred Offering COStS .....iiiiiiiiiiiiiiieie ettt ettt ereeereebe s 776 -
(0711 SO USUOURRUSRRPRPRN 19 47
Total Other CUITENE ASSELS ....e.eivieeieiieiieiieieiee sttt sttt sttt $ 956 $ 572

Accounts Payable and Accrued Liabilities.
The following table presents the components of accounts payable and accrued liabilities as of the dates indicated:

December 31,

2025 2024

(in thousands)
ACCOUNES PAYADIE .....oovivieieieictietceeete ettt ettt ettt ettt es e se st sensenis $ 837 § 2,197
Operating eXPense ACCTUALS ......ccuieriiiiiieieeieti et eie ettt e e ee e seeesaeeeeenaeeseesaeenseeneeens 499 2,417
INEEIESt PAYADIC. ... ecuiieiiieieciie ettt et et eeens 26 172
Production taxes Payable..........coieriiiiiiiieiieiiee e ens 95 653
[ 35TS) TSP TRRRPRUPRRN 81 27
Total accounts payable and accrued EXPEnSES.........cveevveveririeieririeieeieresieseereseresseseens $ 1,538 § 5,466
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15. SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Year Ended
December 31,
2025 2024
(in thousands)
Cash Paid FOT INTETESt..........cuiiiveeiieieeiiei ettt $ 26 S 605
Investing activities:
Change in capital expenditure aCCrualS..........cceovvevieriiicieiierieeie ettt (1,554) (165)
Common stock issued for acquisition Of Properties..........ccoevververveerieriereerreecreeeeneeens 2,632 2,678
Asset retirement obligations (acquired, revisions, sold, and plugged wells) ............... (6,985) (5,957
Financing activities:
Shares issued for UNderwriter fEe.......c..couiriiririririniiecce e 270 -
Accrued costs Of fINANCING .......oecvieiieiiciieciee ettt eae e eaees 180 -

16. SUBSEQUENT EVENTS
Committed Equity Facility

Subsequent to December 31, 2025 and through March 15, 2026, the Company has issued 8.5 million shares generating
proceeds of $9.3 million after underwriter commissions.

Expected Write-Down of Oil and Natural Gas Properties

Under the full-cost method of accounting, the net book value of proved oil and natural gas properties, less related deferred
income taxes, may not exceed a calculated “ceiling.” The ceiling limitation is the estimated after-tax future net cash flows
from proved oil and natural gas reserves. Estimated future net cash flows are calculated using the unweighted arithmetic
average of commodity prices in effect on the first day of each of the previous 12 months, adjusted for location and quality
differentials, held flat for the life of the production (except where prices are defined by contractual arrangements), less
estimated operating costs, production taxes and future development costs, all discounted at 10 percent per annum. Future cash
outflows associated with settling accrued asset retirement obligations are excluded from the calculation.

We expect to record a write-down of our oil and natural gas properties in the first quarter of 2026 due to lower commodity
prices used in the calculation of the ceiling test as higher first quarter 2025 commodity prices will be removed from the ceiling
test calculation and replaced with what we expect to be lower first quarter 2026 commodity prices. Depending on actual
commodity prices, estimated price differentials, lease operating costs, revisions to reserve estimates, and the amount and
timing of capital expenditures, the write-down could be approximately $0.5 million to $1.5 million in the first quarter of
2026.

17. SUPPLEMENTAL OIL AND NATURAL GAS INFORMATION (UNAUDITED)
Capitalized Costs Incurred

The capitalized costs incurred in crude oil and natural gas acquisitions, exploration and development activities for the years
ended December 31, 2025 and 2024 are provided in the table below:

2025 2024
(in thousands)
Proved property aCqUISIEON. ..........ccveveveuiiiteeiieeetceeeeeteeeeee ettt $ - 8 -
Development (V... ..o - 1,213
J25:q0] (0721 5 ) 1 USSP - -
TOLAL ettt ettt et ettt e e et ettt et et e ane e eaes $ -3 1,213

M Includes amounts related to estimated asset retirement obligations of $0.0 million and $1.0 million for the years
ended December 31, 2025 and 2024, respectively.
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Net Capitalized Costs

The following table presents the Company’s capitalized costs associated with oil and natural gas producing activities as of
December 31, 2025 and 2024:

2025 2024
(in thousands)

Oil and Natural Gas Properties:

Evaluated properties in full cost POOL (1) .....ccveiiiieriiiiiiiieieeieeee e 132,459 142,029
Less accumulated depletion (2) ......eeveveerienieeieeie et (117,237) (112,958)
Net capitalized COSES.....ociiiiiiiiiiiiiiiecieet ettt $ 15222 $ 29,071

(M Depletion expense was $2.3 million ($21.89 per barrels of oil equivalent (BOE) and $6.4 million ($19.64 per BOE)
for the years ended December 31, 2025 and 2024, respectively.

Results of Operations from oil and natural gas producing activities

The following table includes revenues and expenses associated with the Company’s oil and gas producing activities. It does
not include any allocation of the Company’s interest costs or general corporate overhead and therefore, it is not necessarily
indicative of the contribution to net earnings of the Company’s oil and gas operations. Income tax expense has been calculated
by applying statutory income tax rates to oil and gas sales after deducting costs, including DD&A, and giving effect to
permanent differences. Presented below are the results of operations from oil and natural gas producing activities for the
years ended December 31, 2025 and 2024:

2025 2024
(in thousands)

Oil and natural @as SAIES ........c.ccverieriieieciecee et $ 7,353 $ 20,619
Lease OPCrating CXPOINSC. .. .eevierrerererrrerreerreerteereestesseesseesseesseesseessesseesseesseessesssesssenns (5,174) (11,160)
Gathering, treating, and tranSportation COStS ..........courrrueriererrierierrenieeeeseesreeneeenes 59) (205)
PrOQUCLION TAXES ...vvieeieeeieiieiieie ettt ettt ettt e sbeesesneesneesseenseenes (539) (1,213)
D73 0) (<150 RSP (2,261) (6,369)
Income tax (€Xpense) DENefit..........ooueririeiiiiiieii e (6) (20)

Results of operations from oil and natural gas producing activities .................... $ (686) $ 1,652

Oil and Natural Gas Reserves

Proved reserves are estimated quantities of oil, NGLs and natural gas that geological and engineering data demonstrate with
reasonable certainty to be recoverable in future years from known reservoirs under existing economic and operating
conditions. Oil and natural gas prices used are the average price during the 12-month period prior to the effective date of the
report, determined as an unweighted arithmetic average of the first-day-of-the-month price for each month within such period,
unless prices are defined by contractual arrangements. Proved developed reserves are reserves that can reasonably be expected
to be recovered through existing wells with existing equipment and operating methods. The Company emphasizes that reserve
estimates are inherently imprecise. Accordingly, these estimates are expected to change as future information becomes
available.

Proved oil and natural gas reserve quantities at December 31, 2025 and 2024 and the related discounted future net cash flows
before income taxes are based on the estimates prepared by On Point Resources. The estimates have been prepared in
accordance with guidelines established by the Securities and Exchange Commission. All of the Company’s estimated proved
reserves are located in the United States.

As of December 31, 2025 and 2024, the Company had no proved undeveloped reserves. All proved reserves were proved
developed producing.
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The Company’s estimated quantities of proved oil and natural gas reserves and changes in net proved reserves are summarized
below for the years ended December 31, 2025 and 2024:

2025 2024
Oil Gas Oil Gas
(bbls) (mcfe) (bbls) (mcfe)
Total proved reserves:
Reserve quantities, beginning of year....................... 1,592,306 2,306,915 3,182,861 10,082,386
Revisions of previous estimates..........ceecveerveereeennen. (120,898) 220,809 (515,318) (2,546,079)
Discoveries and eXtensions.........c.ecveeververeerveeneennn. - - - -
Purchases of minerals in place..........ccccevverrverrennnnnen. - - - -
Sale of minerals in place........ccccveveieierirnieiieien, (271,457) (27,997) (819,071) (4,271,067)
Production...........ccceceeiieienieeeeee e (112,797) (311,729) (256,166) (958,325)
Reserve quantities, end of year..........ccccveeevevenirennn. 1,087,155 2,187,999 1,592,306 2,306,915

M Mecf equivalents (Mcfe) consist of natural gas reserves in mcf plus NGLs converted to mcf using a factor of 6 mcf
for each barrel of NGL.

Notable changes in proved reserves for the years ended December 31, 2025 and 2024 included the following:

e Downward oil revisions in 2025 and 2024 primarily represent revisions due to a decrease in SEC pricing, which
resulted in shortening the economic lives of certain properties. Upward gas revisions in 2025 primarily represent
revisions due to an increase in SEC pricing.

e Sales of minerals in place in 2025 and 2024 represent reserves associated with properties sold during each respective
year. Please see Note 2-Acquisitions and divestitures.

Standardized Measure (Unaudited)

The Company computes a standardized measure of future net cash flows and changes therein relating to estimated proved
reserves in accordance with authoritative accounting guidance. The assumptions used to compute the standardized measure
are those prescribed by the FASB and the SEC. These assumptions do not necessarily reflect the Company’s expectations of
actual revenues to be derived from those reserves, nor their present value amount. The limitations inherent in the reserve
quantity estimation process, as discussed previously, are equally applicable to the standardized measure computations since
these reserve quantity estimates are the basis for the valuation process.

Future cash inflows and production and development costs are determined by applying prices and costs, including
transportation, quality, and basis differentials, to the year-end estimated future reserve quantities. The following prices as

adjusted for transportation, quality, and basis differentials were used in the calculation of the standardized measure:

2025 2024

Ol PEI BBttt ettt eb e $ 6534 § 75.48
GaS PET MIMDIU......ovvitiiieietc ettt ettt ettt e et eeeae e eaeereeseneas $ 339§ 2.13

Future operating costs are determined based on estimates of expenditures to be incurred in developing and producing the
proved reserves in place at the end of the period using year-end costs and assuming continuation of existing economic
conditions. Estimated future income taxes are computed using the current statutory income tax rates, including consideration
for estimated future statutory depletion. The resulting future net cash flows are reduced to present value amounts by applying
a 10% annual discount factor.
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The standardized measure of discounted future net cash flows relating to the Company’s proved oil and natural gas reserves
is as follows as of December 31, 2025 and 2024:

2025 2024
(in thousands)

FUture CaSh INTIOWS ....oveee et et $ 71,278 °$ 117,237
Future cash outflows:

ProdUCHION COSES .....viuiitiiieietietceiete ettt ettt ettt et ettt ese et eaeeteeaeaeeaeas (35,496) $ (63,555)

DEeVElOPIMENT COSES....eviirrieiieiieiietiesieeseete et eeeeeesreesaeessesraesreesaeesseesseessesseenseans (9,988) (28,142)

INCOME tAXES ..t ettt e e s - -
Future et CaSh flOWS....ooouiiiiiiicie et 25,794 % 25,540
10% annual diSCOUNt FACTOT .......eeivieiieiecieciiee e (9,066) (1,714)
Standardized measure of discounted future net cash flows ..........c.ccccveeviieiiienien. $ 16,728 $ 23,826

Changes in Standardized Measure (Unaudited)

The changes in the standardized measure of future net cash flows relating to proved oil and natural gas reserves for the years
ended December 31, 2025 and 2024 are as follows:

2025 2024
(in thousands)
Standardized measure, beginning of YEar.........ocecvvverieiirerieiieieeeeeeeeee e $ 23,826 $ 60,282
Sales of oil and natural gas, net of production CoOStS...........cceeverreerieneereeneene (1,581) (7,978)
Net changes in prices and production COSES ..........ccuieierrierrieierrieieeieereeveeeeereens (4,829) (1,303)
Changes in estimated future development COStS ..........ccevieviieiirieniieieeieereeneans 3,017 1,788
Sale of MINErals N PlACE.......c..ccviiiiiiiiiieiiceeee ettt (3,577) (23,116)
Revisions in previous quantity eStMAteSs .........ccvevvreveeeereerieereereeeesreeieeneseeens (1,089) (14,188)
Previously estimated development costs incurred ...........ccooceeeveveiecieiienienieenenns 231 374
Net changes in INCOME TAXES......cuvervierieieerierieereeteseeseereseeseeesseesseesseessesseesseens - 2,611
AcCretion Of AISCOUNT.........ooiiiiiieieiec e 2,499 6,073
Changes in timing and Other ............cccveviiriiiiierieeeeee e (1,770) (717)
Standardized measure, end Of Year.........cecveviiiiiiiiiiieie e $ 16,727 $ 23,826
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PART IV
Item 15 — Exhibits and Financial Statement Schedules
(a)(1) and (a)(2) Financial Statements and Financial Statement Schedules:

The following financial statements are included in Item 8 of this report under “Financial Statements and Supplementary
Data™:
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LD L RS PRRRSP 66
Consolidated Balance Sheets as of December 31, 2025 and 2024 ........oeeieeiiiiiiiieeeeee et e e 68
Financial Statements
Consolidated Statements of Operations for the Years Ended December 31, 2025 and 2024 ..........cccoooieiivieiieiieniree 69
Consolidated Statements of Changes in Sharcholders' Equity for the Years Ended December 31, 2025 and 2024........... 70
Consolidated Statements of Cash Flows for the Years Ended December 31, 2025 and 2024 .......ccvvvviviiiivoieiieeeeceeenn. 71
Notes to Consolidated FINancial StAtEMENLS .........cc.ccviervieiiiieitieie ettt ettt ettt et beeteeetaesteesbeesseesseessesssesseesseenseens 72

All schedules are omitted because the required information is not applicable or is not present in amounts sufficient to
require submission of the schedule or because the information required is included in the Consolidated Financial Statement
and Notes thereto.

(b) Exhibits. The following exhibits are filed or furnished with or incorporated by reference into this report on Form 10-K:

Incorporated by Reference

Exhibit Filing Filed
No. Description Form File No. Exhibit Date Herewith
Underwriting Agreement, dated January 22,
1.1 2025, by and between U.S. Energy Corp. and 8-K 000-06814 1.1 1/23/2025

Roth Capital Partners, LLC
Certificate of Transfer, filed with the Secretary
3.1 of State of Wyoming on August 3, 2022, and 8-K 000-06814 34 8/3/2022
effective on August 3, 2022
Certificate of Conversion, filed with the
32 Secretary of State of Delaware and effective 8-K 000-06814 3.1 8/4/2022
August 3, 2022
Certificate of Incorporation of U.S. Energy
33 Corp, Delaware, filed with the Secretary of 8-K 000-06814 32 8/4/2022
State of Delaware and effective, August 3, 2022
Amended and Restated Bylaws of U.S. Energy

3.4 Corp, Delaware, effective August 3, 2022 8K 000-06814 3.3 8/4/2022
35 Wyoming Certificate of Transfer, effective 8-K 000-06314 34 R/4/2022
August 3, 2022
4.1 Description of Securities of the Registrant 10-K 000-06814 4.1 4/13/2023
10.1% U.S.. Energy Corp. Amended aqd Restated 2012 8-K 000-06814 101 6/10/2020
Equity Performance and Incentive Plan
102+  Formof Grantto the 2012 Equity and 10-K  000-06814  10.5.1  3/18/2013

Performance Incentive Plan

Form of 2012 Equity and Performance Plan

10.37 Option Agreement between U.S. Energy Corp. 10-K 000-06814 10.8(1)  3/28/2018
and its directors
Form of 2012 Equity and Performance Plan

10.47 Incentive Option Agreement between U.S. 10-K 000-06814 10.8G)  3/28/2018
Energy Corp. and its executive officers

10.57 U.S. Energy Corp. 2021 Equity Incentive Plan 8-K 000-06814 10.1 6/29/2021
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10.6+

10.7+

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.167

10.17%

10.18

10.19%

10.20%
10.21%

Form of Stock Option Agreement (2021 Equity
Incentive Plan)

Form of Restricted Stock Grant Agreement
(2021 Equity Incentive Plan)

Registration Rights Agreement dated January 5,
2022, by and between U.S. Energy Corp.,
Banner Oil & Gas, LLC, Woodford Petroleum,
LLC, Llano Energy LLC, Lubbock Energy
Partners LLC and Synergy Offshore LLC
Nominating and Voting Agreement dated
January 5, 2022, by and between U.S. Energy
Corp., Banner Oil & Gas, LLC, Woodford
Petroleum, LLC, Llano Energy LLC, Lubbock
Energy Partners LLC and Synergy Offshore
LLC

Credit Agreement dated as of January 5, 2022,
among U.S. Energy Corp., as borrower,
Firstbank Southwest, as Administrative Agent
and the Lenders party thereto

Note dated January 5, 2022 in connection with
January 5, 2022, Credit Agreement
Unconditional Guaranty dated January 5, 2022,
by and between Firstbank Southwest and
Energy One LLC, New Horizon Resources LLC
and BOG — OSAGE, LLC

Security Agreement dated January 5, 2022, by
and between U.S. Energy Corp., Energy One
LLC, New Horizon Resources LLC and BOG

— OSAGE, LLC and Firstbank Southwest
Intercreditor Agreement dated January 5, 2022,
by and between Nextera Energy Marketing,
LLC, each Swap Counterparty thereto, U.S.
Energy Corp. and Firstbank Southwest

ISDA 2002 Master Agreement between Nextera
Energy Marketing, LLC and U.S. Energy Corp.,
and related Schedule and form of Guaranty.
Form of U.S. Energy Corp. Notice of Restricted
Stock Grant and Restricted Stock Grant
Agreement (2021 Equity Incentive Plan)(officer
and employee awards — January 2022)

Form of U.S. Energy Corp. Notice of Restricted
Stock Grant and Restricted Stock Grant
Agreement (2021 Equity Incentive Plan)(non-
executive director awards — January 2022)
Borrowing Base Increase Letter Agreement
dated July 26, 2022, between U.S. Energy Corp.
and Firstbank Southwest, as Administrative
Agent

Amended and Restated Nominating and Voting
Agreement dated September 1, 2022, by and
between U.S. Energy Corp., Banner Oil & Gas,
LLC, Woodford Petroleum, LLC, Llano Energy
LLC, Lubbock Energy Partners LLC, Synergy
Offshore LLC, King Oil & Gas Company, Inc.,
WDM Family Partnership, LP, and Katla
Energy Holdings LLC

Form of Officer and Director Indemnification
Agreement

U.S. Energy Corp. 2022 Equity Incentive Plan
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S-8

S-8

8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K/A

8-K/A

8-K
8-K

333-261600

333-261600

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814
000-06814

10.2

10.3

10.1

10.2

10.6

10.7

10.8

10.9

10.1

10.11

10.12

10.13

10.3

10.1

10.1
10.1

12/10/2021

12/10/2021

1/10/2022

1/10/2022

1/10/2022

1/10/2022

1/10/2022

1/10/2022

1/10/2022

1/10/2022

1/21/2022

1/21/2022

7/28/2022

9/16/2022

9/2/2022
6/21/2022



10.221
10.231

10.24%

10.25

10.26+

10.271

10.28+

10.29

10.301

10.31

10.32

10.33

10.34

10.35

10.36

14.1%
16.1

19.1%
21.1%

23.1%*

23.2%

Form of Stock Option Agreement (2022 Equity
Incentive Plan)

Form of Restricted Stock Grant Agreement
(2022 Equity Incentive Plan)

May 5, 2022 Employment Agreement between
U.S. Energy Corp. and Ryan L. Smith
Borrowing Base Increase Letter Agreement
dated July 26, 2022, between U.S. Energy Corp.
and Firstbank Southwest, as Administrative
Agent

Offer Letter dated June 1, 2023, by and between
U.S. Energy Corp. and Mark Zajac

Separation and Release Agreement, dated July
31,2023, by and between U.S. Energy Corp. and
Donald A. Kessel

U.S. Energy Corp. Form of Restricted Stock
Grant Agreement — Ryan L. Smith (170,000
shares grant — March 19, 2024) (2022 Equity
Incentive Plan)

Purchase and Sale Agreement by and between
New Horizon Resources LLC, as seller, and
Warwick-Artemis, LLC, as buyer, dated July 9,
2024

August 14, 2024, First Amended and Restated
Employment Agreement between U.S. Energy
Corp and Ryan L. Smith

Purchase and Sale Agreement dated December
12, 2024, by and between U.S. Energy Corp.
and New Horizon Resources LLC, as seller, and
84 Resources Holdings, LLC, as buyer,
December 12, 2024

Purchase and Sale Agreement dated January 7,
2025, by and between U.S. Energy Corp., as
purchase and Synergy Offshore LLC, as seller
Share Repurchase Agreement dated January 27,
2025, by and between U.S. Energy Corp., and
Banner Oil & Gas, LLC, Woodford Petroleum,
LLC, and Sage Road Energy II, LP

First Amendment to Credit Agreement and
Limited Waiver dated September 16, 2025,
among U.S. Energy Corp., as borrower,
Firstbank Southwest, as Administrative Agent
and the enders party thereto

Common Stock Purchase Agreement, dated as
of October 9, 2025, by and between U.S.
Energy Corp. and Roth Principal Investments,
LLC

Registration Rights Agreement, dated as of
October 9, 2025, by and between U.S. Energy
Corp, and Roth Principal Investments, LLC
Code of Ethics and Conduct

Letter from Plante & Moran, PLLC, dated June
15,2023

U.S. Energy Policy on Insider Trading
Subsidiaries of the Registrant

Consent of Independent Registered Public
Accounting Firm (Weaver and Tidwell, L.L.P.)
Consent of Reserve Engineer (On Point
Resources, Inc.)
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S-8

S-8

8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K
8-K

333-267267

333-267267

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814

000-06814
000-06814
000-06814

10.1

10.3

10.2

10.1

10.1

10.1

10.1

10.1

10.1

10.1

10.3

10.1

10.2

14.1
16.1
19.1

9/2/2022

9/2/2022

5/5/2022

7/28/2022

6/5/2023

8/1/2023

3/21/2024

7/14/2024

8/15/2024

12/13/2024

1/10/2025

1/29/2025

09/19/2025

10/9/2025

10/9/2025

8/5/2019
6/16/2023
3/13/2025
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Certification of Chief Executive

31.1%* Officer pursuant to Section 302 of the Sarbanes X
— Oxley Act of 2002
Certification of Chief

31.2% Financial Officer pursuant to Section 302 of the X

Sarbanes — Oxley Act of 2002
Certification of Chief Executive Officer
32.1*%*  pursuant to Section 906 of the Sarbanes-Oxley X
Act of 2002
Certification of Chief Financial Officer
32.2%*  pursuant to Section 906 of the Sarbanes-Oxley X
Act 0f 2002
U.S. Energy Corp. Policy for the Recovery of
97.1 Erroneously Awarded Incentive-Based 10-Q 000-06814 102 11/13/2022
Compensation
Reserve Report Summary (On Point Resources,
Inc.)
Plan of Conversion of U.S. Energy Corp. (a
Wyoming corporation) to U.S. Energy Corp. (a

99.1

992 Delaware corporation), dated July 27, 2022 and 8K 000-06814 99.1 8/4/2022
effective August 3, 2022
Inline XBRL Instance Document - the instance
101.INS* document does not appear in the Interactive X
' Data File because its XBRL tags are embedded
within the Inline XBRL document
101.SCH* Inline XBRL Schema Document X
101.CAL* Inline XBRL Calculation Linkbase Document X
101.DEF* Inline XBRL Definition Linkbase Document X
101.LAB* Inline XBRL Label Linkbase Document X
101.PRE* Inline XBRL Presentation Linkbase Document X
Inline XBRL for the cover page of this Annual
104* Report on Form 10-K, included in the Exhibit X

101 Inline XBRL Document Set

*  Filed herewith.
**  Furnished herewith.
1 Exhibit constitutes a management contract or compensatory plan or agreement.

#  Certain schedules, annexes, and similar attachments have been omitted pursuant to Item 601(a)(5) of Regulation S-K. A
copy of any omitted schedule or exhibit will be furnished supplementally to the Securities and Exchange Commission
upon request; provided, however, that U.S. Energy Corp. may request confidential treatment pursuant to Rule 24b-2 of
the Securities Exchange Act of 1934, as amended, for any schedule or exhibit so furnished.

Item 16. Form 10-K Summary

None
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

U.S. ENERGY CORP.

Date: March 13,2026 By:/s/ Ryan L. Smith
Ryan L. Smith, President, Chief Executive Officer,
and Director
(Principal Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the Registrant and in the capacities and on the dates indicated.

Date: March 13, 2026 By:/s/ Ryan L. Smith
Ryan L. Smith, President, Chief Executive Officer,
and Director
(Principal Executive Officer)

Date: March 13, 2026 By:/s/ Mark L. Zajac
Mark L. Zajac, Chief Financial Officer
(Principal Financial and Accounting Olfficer)

Date: March 13,2026 By:/s/ John A. Weinzierl
John Weinzierl, Director

Date: March 13, 2026 By:/s/ James W. Denny 111
James W. Denny III, Director

Date: March 13,2026 By:/s/ Randall D. Keys
Randall D. Keys, Director

Date: March 13,2026 By:/s/ Duane H. King
Duane H. King, Director

Date: March 13,2026 By:/s/ D. Stephen Slack
D. Stephen Slack, Director
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