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Jackson Petroleum Consulting, Inc.
2504 Baffin Bay Ct, Plano, Texas 75075
Ph. #:972-672-1612; billyjack@jacksonpetro.com

October 5, 2023

John Westmoreland

Buffalo XXII Operating LLC
25211 Grogans Mill Road, Ste. 350
The Woodlands, TX 77380

Re: Reserve Study of the Assets of Buffalo XXII Operating, LLC in the Fort Trinidad
Field in Madison County Texas

Pursuant to your request a reserve study of the producing wells of Buffalo XXII in
Madison County was performed based upon the production history acquired from
[HSglobal public information service and the Texas Railroad Commission Production
reports through June of 2023. Additional proved reserves were also evaluated based upon
reworking some wells that are not producing at their maximum deliverability due to
perforations that appear to be blocked. In addition, probable reserves were projected for 7
wells that are to be slim hole horizontally drilled in the Georgetown formation. The
results of this study as of an effective date of July 1, 2023 were as follows:

Reserve Category Net Oil Net Gas Future Net  Present Value
Reserves Reserves Income of FNI disc@10%
Bbls Mef $ $
Proved Producing 242,920 1,599,500 11,060,470 7,243,080
Proved Non-Producing 298,730 2.508.,850 17.306,490 10,792,280
Probable Undeveloped 1,878,000 0 113,974,190 78,521,280
Total All Reserves 2,419,650 4,108,350 142,341,150 96,556,640

The preceding values were generated by using the working and net revenues interest
provided by Buffalo for 56 wells completed in the Fort Trinidad field. The product prices

used for all of the wells was based upon the price of West Texas Intermediate oil of $90
per barrel less $5 per barrel for marketing and transportation in the ficld resulting in a net

price of $85 per barrel that was fixed for the life of the wells. The gas price used was
based upon a Henry Hub price of $2.50/MMbtu less $1.50 per Mcf for marketing and
transportation with no adjustment for the possible higher energy content of the produced
gas resulting in a net gas price of $1.00/Mcf fixed for the life of the leases. The lease
operating costs used in the study were based upon the historical operating expenses
except for the gas gathering and transportation costs that were covered by the reduction
of the gas prices paid to the wells rather than direct operating' costs to the individual
wells. The large COPUS charge billed by Burk Royalty operated wells was also deducted



Jackson Petroleum Consulting, Inc.
2504 Baffin Bay Ct, Plano, Texas 75075
Ph. #:972-672-1612; billyjack@jacksonpetro.com

per the request of Buffalo since the purpose of the study was to assess the purchase price
of the property for acquisition, which post acquisition would dramatically reduce the
operator management charges historically assessed by Burk.

The proved producing reserves include the producing well interest currently owned by
Buffalo XXII that includes wells that are operated by Buffalo XXII, Burk Royalty and
Buffeo Production. Inc. The active well count for the 3 operators combined was 61 wells
in June of 2023, but only 34 wells were economic on the effective date, although many of
the other wells were still producing marginal volumes of oil and gas. Despite the drop in
active well count versus economically active wells the composite production curve
indicates no significant difference is the decline rate or current production rate that was
established when the individual well projections are totaled as can been observed on the
composite productive plots enclosed.

The proved non-producing reserves were estimated based upon the unusual decline
changes in many wells that appears to be due to loss of production due to hole filling that
has blocked productive perforations rather than normal depletion. Most of these well are
completed in The Glenrose, Edwards, Georgetown and Buda formations that were
commingled and put on gas lift after performing a hydraulic fracture of each zone. The
wells were then produced by setting a packer above the top zone and installing gas lift for
production commingling all 4 zones. No record reviewed showed that the wells have
been checked for probable sand fill, which is normal after any hydraulic fracture is
performed. The wells picked for workover to remove this fill were chosen because they
all appeared to be stabilizing at a higher rate of production for several years and then
suddenly increased in decline rate. In addition to the unusual change in decline rate, the
wells also show a decrease in Gas to Oil ratio (GOR) that had been stable for many years.
If the sudden decline was due to depletion then the GOR should be increasing not
decreasing. Finally the deepest perforations are the Glenrose formation which tends to
have a higher GOR, which is more evidence that the drop in gas production is due to
blocked off perforations. The workover cost was estimated to be $100,000 per well and
the reserve study assumes that Buffalo XXII will perform the work when they have
acquired the entire 100% working interest. The reserves used for the workovers are based
upon projecting the original established decline to determine the ultimate reserves and
then deducting the actual cumulative production through June of 2023. If the wells were
still producing economically despite the drop in production then the proved producing

reserves remaining at the current rate was also deducted from the projected ultimate
reserves with the remaining reserves projected for the proved non-producing volume in

the analysis.

The probable undeveloped reserves were evaluated based upon analogy with 14 other
Georgetown horizontal wells completed in the area within 5 miles of the wells selected
by Mr. Westmoreland for slimhole horizontal development. The 14 wells combined have
produced an average of 293,000 barrels of Georgetown oil and 5 of the wells have
produced 350,000 barrels or more and are still producing commercially. The better wells
produce consistently with no decline for about 6 months and then decline rapidly. but
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tend to begin hyperbolic performance with a factor of 1.2 on the type curve developed.
Since none of the wells selected were direct offsets to selected wells for development the
reserves were classified as probable rather than proved despite a comparison of the well
logs in the wells selected appearing to have similar or better properties of both porosity
and water saturation of the wells that have produced horizontally in the Georgetown in
the area.

The reserve study includes the summary total for the combined reserves of all reserve
categories and a separate summary for each reserve category evaluated with a composite
production plot and an economic summary projection. Following these summaries are
the individual lease projections and values for all of the wells evaluated.

All data used in the analysis was provided by Buffalo XXII, public information services,
the Texas Railroad Commission filings or the preparer’s private files. All data was
accepted as presented and I express no opinion thereon except as stated herein.

Thank you for the opportunity to prepare this report. Should you need clarification on any

point please notify me at your earliest opportunity.

Yours truly,

- ~Willfam W. Jackson, PE
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