STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN RE: NOTICE OF VIOLATION ISSUED TO FINALY RESOURCES, LLC
OGRID # 331515
CASE NO. 26042
STIPULATED FINAL ORDER

Pursuant to the New Mexico Oil and Gas Act ("Act"), NMSA 1978, Section 70-2-1, et
seq., and 19.15.5.10(C) NMAC, the Director of the Qil Conservation Division ("OCD") and
Finaly Resources, LLC (“Operator”), OGRID # 3315135, enter into this Stipulated Final Order
(“SFO”) to resolve a Notice of Violation (“NOV™).

1. OCD is charged with the administration and enforcement of the Oil and Gas Act and its
rules and has jurisdiction over Operator and its wells in the state of New Mexico.

2. Operator operates under OGRID # 331515.

3. Operator had failed to submit required monthly reporting of C-115 production reports and
had too many inactive wells under its operatorship in violation of 19.15.5.9 NMAC, as set out

more thoroughly in the NOV, a true and correct copy of which is attached hereto as Exhibit A.

4. Operator is the responsible party for all requireri reporting and for the wells that are
subject to the NOV.
5. OCD is authorized to impose sanctions for violations of the Oil and Gas Act and its rules,

including denial or revocation of registrations, applications, permits, authorizations and transfers,
and the assessment of civil penalties. See 19,15.5.10 NMAC.

6. Operator requests this SFO to avoid sanctions for violating the Oil and Gas Act and the
gpeciﬁc violations set out more thoroughly in the NOV, which is hereby incorporated by

reference.



7.

this SFO.

8.

Operator admits the violations alleged in the NOV and waives any right to appeal from

Additionally, Operator agrees to:
a. Haveall unfiled C-115 reports and any other required reporting completed and filed
by May 15, 2026. Each well subject to the NOV shall be produced or properly

_plugged and abandoned as such:

A. By May 15, 2026, one of the eight inactive wells shall be produced
or properly plugged and abandoned;

B. By June 15, 2026, at least one additional well must be produced or

properly plugged and abandoned, so that no more than six (6) wells operated

by Operator are on the inactive wells list;

C. By July 15, 2026, at least one additional well must be produced or

properly plugged and abandoned, so that no more than five (5) wells

operated by Operator are on the inactive wells list;

D. By August 15, 2026, at least one additional well must be produced
or properly plugged and abandoned, so that no more than four (4) wells
operated by Operator are on the inactive wells list;

E. By September 15, 2026, at least one additional well must be
produced or properly plugged and abandoned, so that no more than three
(3) wells operated by Operator are on the inactive wells list;

F. By October 15, 2026, at least one additional well must be produced
or properly plugged and abandoned, so that no more than two (2) wells

operated by Operator are on the inactive wells list;



G. By November 15, 2026, at least one other well must be produced or
properly plugged and abandoned, so that no more than one (1) well operated
by Operator are on the inactive wells list; and
H. By December 15, 2026, at least one additional well must be
produced or properly plugged and abandoned, so that no wells operated by
Operator are on the inactive wells list.
b. Pay a civil penalty of seven hundred and twenty dollars ($720.00) on or before
December 15, 2026.
c. Payments shall be made to the State of New Mexico, Qil Conservation Division
and sent to the attention of the Melissa Shelley. Payment shall be made to 1220
South St. Francis Drive, Santa Fe, New Mexico 87505.
9. Operator admits to OCD’s jurisdiction to file the NOV, consents to the relief specified
herein, and waives the right to review by the Oil Conservation Commission or other judicial relief.
10.  The person executing this SFO on behalf of Operator represents that they have the
requisite authority to bind Operator to the provisions of this SFO and that such representation
shall be legally sufficient to evidence their actual or apparent authority.
11.  This Order only satisfies the violations set out in the NOV attached hereto as Exhibit A.
This Order shall not be construed to relieve the Operator from other regulatory compliance with
OCD or resolve liability with any other regulatory authority or agency.
12.  Notwithstanding the foregoing provisions, OCD reserves the right to sanction Operator
for any alleged violation not addressed in this Order.
13, Should Operator fail to meet any deadline in this SFO, OCD may immediatelyﬁplug and

abandon, restore, and/or remediate any of the wells. Operator agrees that it will forfeit any




financial assurance associated with any well which is plugged and abandoned by OCD and that
Operator’s authorization to transport may be terminated by OCD in the event Operator misses a
deadline contained within this SFO.

14.  This SFO shall not be construed as a resolution or to absolve Operator from any costs or
liabilities associated with the plugging and abandonment, restoration, or remediation of a well by
OCD. Operator is liable for any and all costs associated with the?plu‘gging and abandonment,
restoration, and/or remediation on Operator’s wells incurred by OCD.

15.  Operator may request an extension of any deadline in this SFO from OCD. OCD, at its
sole discretion, may grant such extension if good cause is shown.

16.  This Order will remain in full force and effect as to all successors-in-interest of Operator,
including, but not limited to, any entity or entities that procure or acquire from Operator
individual wells or sites referenced in the NOV that resulted in this Order or that are found in
Exhibit A to this Order. Operator shall provide a copy of this Order, including Exhibit A, to any
entity to which Operator intends to transfer assets covered by this Order or any entity that is
otherwise a successor-in-interest of Operator.

17.  This SFO becomes effective on the date of final execution by the OCD Director.
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OPERATOR, Finaly Resources, LLC
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State of New Mexico
-Energy, Minerals and -Natural Resources Departiment

~Wiciretle Eufan<Grisham
Governor
Erin Taylor Albert C.S. Chang
Agting £abinet Secretary Division Directos
0Oil Conservation Division
Ben Shelton
Deputy Secretary

BY CERTIFIED MAIL AND ELECTRONIC MAIL

February 19, 2026

Finaly Resources, LLC Tom Finaly, Managing Member
16585 PCH tom@finalyresources.com
Suite 324
Sunset Beach, CA 90742

NOTICE OF VIOLATION

The Director of the Oil Conservation Division (“OCD”) issues this Notice of Violation (“NOV”)
pursuent to 1918510 NMAC,

1. Alteged Vivnwor: Finaly Resources LLC, GGRID #331515 (“Operator™).

2. Factual and Legal Basis for Alleged Violation(s):

Operator is the registered operator of eighteen (18) wells. The eight (8) wells identified in Exhibit
A have beencontinuously inactive since atleast March 2023, and therefore ont ef compliance with
19.15.25.8 NMAC and are not already subject to an agreed compliance or final order.

These alleged facts constitute violations of the following:

19.15.25.8 NMAC:
A, The operator of wells drilled for oil or gas or services wells including seismic,

-core, expleration orinjection wells, whether cased or uncased, shall plug-the wells as

Subsectton B of 19.15.25.8 NMAC requires.

B. The operator shail either properly piug and abandon a well or piace the weil in
approved temporary abandonment in accordance with 19.15.25 NMAC within 90 days
after:

Y. a 60 day peried following suspencion of drilling onerations,;

2. adetermination that a well is no longer usable for beneficial purposes; or

3. a period of one year in which a weii has been continuousiy inactive.



State of New Mexico
Energy, Minerals and Natural Rescuices Department

- A AB.EBA) NMAC:
An operdtor is in compliance with Subsection A of 19.15.5.9 NMAC if the
operalor...

4. has no more than the following number of wells out of compliance with
19.15.25.8 NMAC that are not subject to an agreed compliance or final
order setting a schedule for bringing the wells into compliance with
19.15.25.8 NMAC and imposing sanctions if the schedule is not met:

(a) twowells or fifty percent of the wells the operator operates,
whichever is less, if the operator operates 100 wells or less;

(b) fivewells if the operator operates between 101 and 500 wells;

{c} wsevemwells if the cperator operates between 501 .and 1000 wells;
and

(d) 10 wells if the operator operates move than 1000 wells.

3. Compliance: No later than thirty (30) days after receipt of this NOV, Operator shall:
a. plug and abandon the eight (8) wells listed in Exhibit A,

4, Sanction(s): OCD may impose one or more of the following sanctions:
a. civil penalty;
b. meodification, suspension, cancellation, or termination.of a permit or anthorization;
c. plugging and abandonment of well(s);
d. remediation and vestoration 6 well tocation{s) and assotidted facilities, including
the removal of surface and subsurface equipment and other materials;
e. remediation and restoration of location(s) affected by a spill or release;
f. forfeiture of financial assurance;
g. shutting in well(s); and
‘. anyother remedy autiorized by law.

For the alleged violations described above, OCD proposes the following sanctions:

a. Plug and Abandon Wells: OCD will request an order requiring Operator to plug
and abandon wells listed in Exkibit A, aad/or an order-authorizing CCE to-plug
and abandon those wells.

b. Termination of Authorization to Transport: OCD will request an order terminating
Operator’s authority to transport from all wells listed in Exhibit A.

c. Civil Penalties: OCD proposes to assess civil penalties as specified below. The civil
penzity caleulations ars attached. OCP -has teker ints consideration the alleged
violator’s good faith effort (or lack thereof) to comply with the applicable
requirements. Copies of the civil penalty calcuiations are attached as Exhibit i5.

Civil Penalty: $3,600.00

5. Informal resolution: A process is available to informally discuss and resolve the NOV.
This process wili run for 30 days from the date of your receipt of this fetter. To initiate this

Ny



