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

APPLICATIONS OF WPX ENERGY PERMIAN, LLC
FOR COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO

Case os, 25204 & 25205

APPLICATIONS OF 3R OPERATING, LLC 66 6
FOR COMPULSORY POOLING, K K
EDDY COUNTY, NEW MEXICO

qﬁ],g\gjgwsé 23 & 25124

ONS.OF LAW

PROPOSED FINDINGS OF FACT A

WPX Energy Permian, LLC (“WPX”), Qr@gh its@dersig&@ttomeys, hereby submits
its Proposed Findings of Fact and Conclus@ The@opose@ldings of Fact and Conclusions

of Law provide the basis for grantin @ tiongif-Case Nos. 25204 and Case No. 25205

and denying the competing ap 10n@&{ @ng, LLC (*3R”) in Case Nos. 25123 and

25124 Q) \\ 60

Q\Q wb FINDINGS OF FACT

eral OVG_, ew of the Competing Development Plans

9 Bot pam@a%proposmg to develop Sections 32 and 33, Township 23 South,
Range 26 East. \M{@ plan for these lands is named “Frontier,” while 3R’s plan for these lands
is named “C%&‘k “ These lands are sometimes collectively referred to herein as the “Subject
Lands.

2. WPX seeks an order pooling all uncommitted mineral interests in the Wolfcamp

formation ([Purple Sage: Wolfcamp]; Pool Code: [98220]), designated as a gas pool, underlying a



standard 640-acre, more or less, spacing unit comprised of the N/2 (Case No. 25204) and the S/2
(Case No. 25205) of Sections 32 and 33, Township 23 South, Range 26 East, NMPM, Eddy
County, New Mexico as follows.

3. The WPX Wells are targeting the Wolfcamp XY. WPX Hearing Packet at p. 69
(WPX Ex. B-3); p. 70 (WPX Ex. B-4); and p. 71 (WPX Ex. B-5).!

4. The 3R Crystal N 33 32 Fed Com #701H, Crystal N 33 32@&1 Com #702H, and
the Crystal N 33 32 Fed Com #703H Wells are to be completed an uce from the W@amp
XY Sand, while the 3R Crystal N 33 32 Fed Com #801H, Crys {{)3 3 1.30m #{@H Crystal
N 33 32 Fed Com #803H, and the Crystal N 33 32 Fed Q%‘g 1@@6 completed in
the Wolfcamp B. See 3R 000042; 3R000045 <0\

\

5. WPX requests overhead and ad@gistrati@s of %OOO/month for drilling each
well and $1,000/month for producing e lvell. T ratesé@ir and comparable to the rates
charged by other operators for we:ﬂ‘~ this t{@m thi@ea of southeastern New Mexico. WPX
requests that these rates be a pe\@ca é)wded in the COPAS Accounting Procedure.
Id. at 30 (Bennett State&b&t il {@) 6

es S ead a@admlmstratlve rates of $8,000/month for drilling each
@ﬁn rgro

well and $ dn@ each well. These rates are fair and comparable to the rates

chargedg other o ratqr@ells of'this type in this area of New Mexico. 3R 000072 (Affidavit
N

of Brian van Stave\e@q 11).
Q;\~

! References to page numbers to the WPX Hearing Packet are to the page number of the .pdf of
the entire WPX Hearing Packet as set forth in the lower left-hand corner of every page and not
references to the page number of the referenced Exhibit.
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7. Both parties request the maximum cost, plus 200% risk charge to be assessed
against nonconsenting working interest owners. See WPX Hearing Packet at 30 (Bennett
Statement at 9 29) and 3R 000072 (van Staveren Affidavit at 9§ 12).

8. 3R proposes to the spud the Crystal 701H and 702H Wells, two Wolfcamp XY
wells located in the N/2 Unit, in August 2025 and then wait until February 2026 to spud the
remaining Crystal Wells. See 3R 000066. WPX on the other hand propos@ drill all four its
Frontier Wells in September 2025. WPX Hearing Packet at p. 13 QRebuttal EXf@&R 1
[lower left table]). WPX’s drilling strategy will limit depletlprl/ ile \él 11(@ wellbore

{81\ 1d.; %\%pm 29, 2025)

risk due to unnecessarily leaving 2 wells as drilled unc ?@t
226:12-16. In addition, there is the risk that if 3R ca get r@ck in February 2026,

they will need to file for an extension of the 1ng o rthexéblaymg bringing the Crystal

Wells on line. Id. at 226:18-22. ®\0 6 s@

WPX Holds a Gr are \
9. WPX owns@ theg@%ng @st in Section 32 and therefore controls 50% of

the working mterest 1 h umts{sought @ pooled. 3R owns all of the working interests in the

W/2, SE/4, N/2?~%7! @N\@Yectlon 33, but does not own any interest in the SE/4NE/4

and theQ&o @ 3.75% o%he working interest in Case No. 25204, being the N/2 spacing

g Interest in the Subject Lands

unit sought to be pool \ en ownership is viewed across the entirety of Sections 32 and 33,
WPX holds a SOWt\)Qest whereas 3R owns 46.875% WI. WPX Hearing Packet at p. 28 (Bennett
Statement at @# WPX Hearing Packet at pp. 40-43 (WPX Ex. A-2); 3R Ex. 3R 000091-97; Tr
(April 29, 2025) 216:11-19.

10. 3R owns 100% working interest in BLM Lease NMNM-105311253 (Legacy Serial

Number NMNM-134858) (referred to herein as the “Federal Lease’), which covers all of the oil
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and gas interests in the W/2 of Section 33. 3R Ex. 000091 and 000092. The primary term of this
Lease was set to expire on October 1, 2025. Id. However, by Letter dated April 30, 2025, from
Michale Gibson, Deputy State Director, Division of Minerals, the Bureau of Land Management
granted a suspension of operations and production for this Lease, effective April 1, 2025, that was

requested by Marathon Oil Permian, LLC, the lessee of record.?

&

The Parties Respective History of Development in T&ea Ké

11.  WPX and Devon Energy Corporation (“Devon”) @ as evls and @Qelated
entities. The merger left WPX’s assets in WPX’s name but@ l@m the gts under one

umbrella and the employees of Devon and WPX dr111%6@bevo QW@@ in New Mexico.

12. WPX (an indirect subs1d1ary¢@evo begn\'@:ompany for over 50 years and

has been a long time, active driller andw@ator Qorlzor@ells in New Mexico with multiple

present day horizontal rigs COH@ ly ru g an astive in Eddy County, New Mexico, having

drilled extended lateral w@at c&&bach L%@}F miles horizontally. These wells have been

very successful, Wth@S allca% WPX C,):\f)ntmue to increase its rig count in Eddy County over

the last handful@ar

wells 0@@ b@gmbl mpanies in Eddy County, New Mexico. WPX Hearing Packet

Tr. (April 29, 2025) 213: 9-23. 6

date @ombining Devon and WPX together, there are over 2,500

at pp. 26-27 (Bennett ?&ent at 9 18).

13 \W current level of activity is evidenced by the fact that they have 13 rigs

currently run@) in the Basin. Tr. (April 29, 2025) 227:2-8.

2 Pursuant to N.M. Amin. Code § 1.2.2.35.D(1)(a), WPX requests that the OCD take administrative
notice of the Letter from the BLM because the decision to suspend the Lease is an administrative
ruling of a federal agency. Pursuant to § 1.2.2.35.D(3), a copy of this Letter is attached hereto as
Exhibit 1.



14. WPX drilled the Frontier 32-23-26 431H Well located in Section 32 in 2018,3
which was completed in 2019 and began producing in 2019 as a test well from the Wolfcamp B
formation. WPX Hearing Packet at 80 (WPX Ex. B-4); Tr. (April 29, 2025) 265:11-266:7. WPX
was at the forefront (prior to other parties) of testing the geology of the Subject Lands, which
represent “the western extent of the basin,” that being, the “more peripheral areas of the basin.”
See Tr. (April 29, 2025), 265: 20-24; 266: 1-2. The WC B Test Well, whi@%R describes 38?

underperforming well, was an early test well, drilled as a one mile ?nit the risks @osts

» 0
of the test. See id. (l/% (D\/ K@
15. WPX has been working with the BLM sjace \to%&& O,Q@ approval for a

lease reinstatement covering Sections 30 and 31 of @ns { Qout@nge 26 East, directly
> O
adjacent to the Subject Lands. WPX receive@ letter BL]\&‘ésted April 18, 2025, listing
additional stipulations to be met in orde ¥ Qle leo be ’%tated. WPX is working to satisfy
these requirements, which will ulti%éa’y allo@r add@al development in this immediate area
that WPX has been waiting (Qfo ah;n@ y arb@ (April 29, 2025) at 254:21 — 255: 5); WPX
N\

Hearing Packet at p. 143{(@X %@tal E)@ -9; 10th Bullet Point).* Based on his experience

O

as a landman, Mr" net té&@ed % @ce WPX complies with the additional stipulations listed
by the BL%@S will Qmstated. Tr. (April 29, 2025) at 259:11-20.
R19 the,

g 3 ted operator for Ridge Runner Resources I (“RRR II”’) . RRR II

having only been i\(&nce since August of 2023. Tr. (April 29, 2025) 110: 5-6. 3R has been in

AN

\ >4
3 This well was mistakenly referred to as the “Frontier 434 Well” during the testimony. However,
as shown on p. 70 of WPX’s Hearing Packet (Ex. B-4), the actual name of this well is the Frontier
32-23-26 431H Well, although it is technically listed in the OCD’s records as the “Frontier 32-23-
26 State 431H Well.” This well will be referred to as the “WC B Test Wellq.”

* When referring to the number of a Bullet Point on an Exhibit, all “sub” Bullet Points are counted
as a Bullet Point.
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existence one or two years before that. Id. at 110:7-11. RRR II has a history of developing assets
and selling them shortly thereafter. 3R 0000054, Hearing Packet, p. 55 (listing wells and assets
sold by operator as operator exits operatorship after each closing). The current 3R team with RRR
IT operates only 3 wells in the area of interest, which are in the Rena development; other wells

RRR II/3R attempts to claim were drilled by other companies. Tr. (April 29, 2025) 270: 7-12; 161:

13-15; see also 3R 000065. Q\ "

17. 3R has approximately twenty-four (24) historically @ucmg horizontal @&ls n
3R’s type curve area, 4 of which are Wolfcamp B wells and (1 ich @Volfcamp
XY wells. 3R only operates three of those wells, the ell QP{&Q@ Packet at 140

(WPX Rebuttal Exhibit R-6 [2" and 3™ Bullet Pomtsﬁ (AQ@ 202@69 1-12. By contrast,
%) %
WPX/Deon has forty-one (41) historical produciag hori 1 welfs\ 3R’s type curve area, 4 of

which are Wolfcamp B wells and twen &@Q (26@%7\’ olféep XY wells. Id. (Exhibit R-6 [1%

and 2nd Bullet Points]). ((\

Fai Q otiations
@g 6 g

18.  WPX cted h&ntereséﬁers that WPX seeks to pool regarding the proposed
well but have ﬁ&g A*ﬁ;ts\e'd to %@Btarlly commit their interest in the well. WPX Hearing
Packet Q gﬁ (l@g Stat at 9 14). WPX has made a good faith effort to negotiate with
the interest owners, bu Q een unable to obtain, voluntary agreement from all interest owners
to participate in tlc) ling of the well or in the commitment of their interests to the well for its
developmentét‘?in the proposed horizontal spacing unit. /d. (Bennett Statement at § 15); WPX
Hearing Packet at p. 58 (WPX Ex. A-4).

19. 3R’s land expert, Brian van Staveren, appears to suggest in his testimony that WPX
did not negotiate in good faith with 3R based on WPX’s rejection of 3R’s offer to carry WPX’s
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interests in 3R’s 3 proposed Wolfcamp XY wells. Tr. (April 29, 2025) 176:20 — 178:5. See also:
3R 000097.

20. However, although 3R began its negotiations with WPX in late 2023 and early

2024, WPX and 3R did not start to negotiate in earnest until the fourth quarter of 2024, after 3R

acquired Marathon Oil Permian LLC’s working interest in the Federal Lease through a term

assignment covering only the Wolfcamp formation. Tr. 217:11-21; 26‘%"— 228:10; P)E

Hearing Packet at 143 (WPX Rebuttal Exhibit R-9 [1%* and 2" Bull <}nts]). 3Ronlyo d to

)
p ®\r/mati(1@hcc{ did not
offer to carry WPX’s interest in the four Crystal Wells ?1/6& %Qc%(j@fomation. 1d.

at 218:5-11; 228:11-18; WPX Hearing Packet at p¥ 143 ( Q(eb xhibit 9 [8™ Bullet

carry WPX’s interest in the three Crystal Wells covering the V}ﬁ/@m
g the

Point]). WPX did not accept 3R’s offer giv \V%X’@er o&gip in the Wolfcamp and
WPX’s ownership in Bone Spring form: ‘de the Yact t %did not own any interest in the
Bone Spring formation. Id. at 2.1@-15; {@1 -1®PX Hearing Packet at p. 153 (WPX
Rebuttal Ex. R-9 [6™ and 9ﬂ&1 et P&@]). Il@dition, the fact that 3R did not offer to carry
WPX’s interest in the 4@0&0@?@1]&)@ rystal N 33 32 Fed Com 801H Well; the Crystal
N 33 32 Fed C(Q@(g é&k@le %@’N 33 32 Fed Com 803H Well; and the Crystal N 33 32
Fed Com 8 \;@& a r@g about the economic viability of those Wolfcamp B Wells.
Id. at 22@9 —229%. W,P\ rn around and made the same offer to 3R, but 3R rejected WPX’s
carry offer. Id. at K@- 219:7. Another factor leading to the rejection of 3R’s carry offer was
the higher ca%ﬁ*-expenses for the Crystal Wells versus the Frontier Wells that would negatively
impact the overall economics of the Crystal Wells. Id. at 229:6-10; WPX Hearing Packet at p. 143
(Rebuttal Exhibit R-9 [5" Bullet Point]). Another reason that WPX rejected 3R’s offer is that

WPX wanted to operate the wells because of its high working interest. /d. at 230:15-18. Moreover,



if WPX accepted 3R’s offer, it would have negative environmental impacts since WPX would be
developing the Bone Spring formation, the Crystal Wells would double the amount of surface

disturbances. Id. at 229:18 — 230:2; and WPX Hearring Packet at p. 153 (WPX Rebuttal Ex. R-9

[7™ Bullet Point).
21. WPX and 3R are continuing to negotiate and the communications have gone well.
Id. at 217:25 - 218: 4; 218:16-22. "

Geological Evidence
22. Both parties agree to the following facts re?ﬁ&g tl&)y (@e Subject
Lands: \ @
USRS
e The horizontal spacing and prorati(b it Q_] 1ﬁed®n a geologic
standpoint; \
2D E

e There are no structural im ents ult@hat will interfere with

horizontal development; AN O Q

e The target formatigv~ prg{ggd @@uous throughout the Subject
< o

Lands; and

e FEach qua‘rt@'ter%bon in Qnit will contribute more or less equally
to produ@ ) KQ X,
See 3R 000037\(?\%@davit 0®an A‘t@l at 9 12) and 3R000042 through 3R 000047; and WPX

Hearing Pa at p. Q7 (An%@d Self-Affirmed Statement of Joe Dixon at Y 5, 6 and 8) and
WPX Hearing P?@ at %\@5-79 (WPX Amended Exhibits B-1 through B-5). See also: Tr
(April, 29, 2025) 265¢ \19.

23. Ii\Stfdition, both parties believe that the preferred well orientation in this area is
East-West so that the wells run sub-perpendicular to the inferred orientation of the maximum
horizontal stress. See WPX Hearing Packet at p. 75 (Dixon Statement at 4 9). Although Mr.

Atwell, 3R’s geologist, does not specifically state this fact, the orientation of 3R’s wells is



consistent with Mr. Dixon’s written testimony in this regard. See 3R Hearing Packet at 3R 000077

through 3R 000090 (the Form C-102’s for the Crystal Wells).

Reservoir Engineering

24, The Wolfcamp XY is “the more prolific zone to drill wells in,” and therefore, WPX
has committed to “drilling four XY wells across” the sections. WPX Hearing{’icket at 70 (WPX
Exhibit B-4); Tr. (April 29, 2025) 267: 5-9; 269: 7-24); WPX Hearing P&at 70 (Exhibit B-4)
3R, on the other hand, only proposes to drill 3 wells in the XY v%@)pos&%}ﬂwells @Qe less
productive Wolfcamp B bench. 3R 000045 (gun barrel re Pti%tl of’ ]@pxsed wells in
lower right-hand side of Exhibit).

25. The Frontier wells are located and@smo glth th §sed spacing units for
the N/2 and S/2 of Sections 32 and 33 in a&ner tl%%ll %@126 production. There are two
initial wells in each Unit that create a% y of @ ction Qts across the spacing unit at depths
within the Wolfcamp formati j‘ch arQK)emﬁ targeted to optimize production. WPX
Hearing Packet at pp. 73- 7<@3X ﬁé\g& C @Afﬁrmed Statement of Keevin Barnes, at § 6).

26. The &@l 6‘&2 left éé’mde of WPX Exhibit C-1 (WPX Hearing Packet at
p.79), shows n ous-p‘aducm@ rilled in the area of the Subject Lands, including twelve
Wolfca@g) @s %urve Informing Wells. Type Curve informing wells are chosen
as the most analogous &f wells to the wells you plan to drill and complete. They are generally
of similar geolo @Q cing, and completion size to most accurately predict performance. Based
on the produc@n from these twelve wells, Mr. Barners created three graphs. The first graph, “Oil

Rate vs. Oil Cum,” shows the expected rate of production over time, including cumulative

production. The second graph, “GOR vs. Time (Mo.)” shows the Gas to Oil Ratio over time. The



third graph “WOR vs. Time (Mo.) shows the Water to Oil Ration over time. WPX Hearing Packet
at p. 74 (Barnes Statement at | 7). Tr. (April 29, 2025) 282:23 — 283:21.

27. In constructing his type curve, Mr. Barnes looked at wells that are most analogous
to the area in which WPX is working and used a 12-well set. Tr. (April 29, 2025) 282:23 — 283:4;
WPX Hearing Packet at 79 (WPX Exhibit C-1 [plat map on left hand side of the Exhibit]).

28. By contrast, 3R expanded that range with a nine-section \g@m"p XY type ¢ rve
area that introduced risks and some uncertainty. /d. at 283:6-10. All "&wells on3R’s W mp
XY type curve further to the east have lower water-oil ratlons era @YIS K®3R is at 6
and WPX is at an 8 on the water-oil ratios comparing th?@ i@\uwea&t 283:11-15.

29.  The bar charts on 3R 000058 show tlnb\{ to r@er more reserves than
WPX. However, 3R’s type curves are 1nﬂat the &es as%ﬁbwn by the bar chart shown
on the bottom left-hand side of EXhlb& sed @%e fa&‘hat 3R expanded the range of its
type curve with a nine-section W @mp XQQ/pe c@ area that introduced risks and some
uncertainty because all of th %ﬁ&@ to't e&l that were included in 3R’s type curve have

N\

lower water-oil rations (&erag( atmé' rojected recovery. Id. at 283:6-15.

XL' h1b1t (WPX Hearing Packet at p. 141) rebuts 3R 000056. Tr.
289:5. The%( eC t‘@ht hand side of the Exhibit shows the average of all wells in
the area a the blackdine, %%e line shows the WPX/Devon wells in the area, the red line shows
the claimed non-3 ated wells, and the green line shows the three Rena 7 Wells. Tr. (April
29, 2025) 11-&1—.\9 sually one can determine that the WPX/Devon wells outperform the average
wells in the area, as well as the claimed non-3R operated wells, and the three Rena 7 Wells. /d. at

289:22-23. The table below the Rate Cum Plot summarizes the average completion size (showing
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WPX/Devon at 2,686 lbs/ft versus 3R’s 2,104 Ibs/ft) and, more importantly, shows the
WPX/Devon wells outperforming the 3R wells 560 MBO versus 404 MBO.

31. Although 3R claims that it has experience operating the 24 wells because they are
wells associated with what 3R views as predecessor companies, in actuality, 3R only operates three
of these 24 wells included in its type curve. See id. at 270: 7-11

32. WPXis locating its laterals with a 330-foot setback from t eésé‘lines as all ec}
by pool rules, which will to protect correlative rights. Tr. (April 29@?56%295: 1‘1‘—15. OK

33. Based on this information derived from the Typ eb '@\m/the{ clgounded
well performance as shown on WPX Exhibit C-1 (WPX Hedping PQ(\t at psggnd assuming 4
wells per section, with completion size between 2,00@3,0(@@1@ ;@ot, the WPX wells in
the N/2 Unit ($7,516,088 AFE) will have a 5é{’/éate&tum 6&%% and a net present value

discounted at an annual 10% discount r. ’ PV1 9$2,@ 0 and its wells in the S/2 Unit

($8,021,088 AFE) will have a 43.;@0R a((Q net @nt value discounted at an annual 10%
discount rate (NPV10) of $2@ ; OQ\@P HG‘GG@ Packet at p. 74 (Barnes Statement at § 7).
N

: A\

However, these calcul we1{@ased on, { original AFEs that show the N/2 Unit AFEs at

Jox O

$7,516,088 and t @Z Uni s at” 1,088, whereas the updated AFEs for the N/2 Unit are
$7,934,703 ach .tkSQ@ AFEs are $8,439,703.91 each, an increase of $418,615 each.
Tr. (April29, 20§;@See also: WPX Hearing Packet at pp. 47-50; 54-57 (WPX Ex. A-
3 [the AFEs for ea@). The added costs lower the Rate of Return by 3 to 4 percent. Tr. (April
29, 2025) 282@1456.

34. By comparison, 3R wells targeting the Wolfcamp XY Sands will have a22.5% ROR

and a NPV10 of $1,181,000. (The ROR and NPV 10 are based on the estimates for the price of
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oil at $60/bbl, the price of gas at $3.00/mcf, and the price of natural gas liquids at $20/bbl.) WPX
Hearing Packet at p. 74 (Barnes Statement at 9§ 7).

35.  WPX Exhibit C-2 (WPX Hearing Packet at p. 80) is similar to Exhibit C-1, but for
the performance of Wolfcamp B wells. It is based on 20 producing Wolfcamp B wells in the area of
the Subject Lands. The majority of the Wolfcamp B wells are unbounded parent wells, meaning
that they had access to the entire reservoir’s hydrocarbons without comp%@%ﬁ’om any adj enf
wells allowing them to produce from an undisturbed reservoir not in@ced by pressure d@htion
or interference from nearby wells, including wells drilled in olfc @? SQQ) The high

eQB@ts C;I\\& handling and

WOR (6 bbl/bbl flat) reduces oil production and leads 291/
Qanc(@te high GOR (14,000

disposal and also leads to higher costs due to corros1g®\1
scf/bbl flat) could lead to takeaway constrain ?[hué)gt oil uction volumes. Based on

the foregoing, the ROR for Wolfcamp B &15 on&% @he NPV10 is a negative $88,400.
WPX Hearing Packet at 75 (Bameg\@emeng% ). ((\

36.  In creating E@b C@r é)dld include one low completion well, that
would not normally beﬁ&ded{@pe c\Qvaluatlon Tr. (April 29, 2025) 283:25 — 284:4.

Removing that {v?@b e;sé&@ E\%&@’about 3 percent and the IP about 1 percent. /d. at 284:5-
10
@s ty@e used to predict its EUR for its Wolfcamp B wells (3R 000057

and 3R000124), 3 @ded rock that contained volatile oil fluid type (the Devon Atlatl 11-10
Fed Com 331H~\gﬁ) and rock that contains Retrograde Gas (Sunrise 31032 Fee 825H Well and
the Cletus 28- 21 Fed Com 512H Well), moving from northeast to southwest towards the proposed
Crystal Wolfcamp B wells. Tr. 270:13-271:2; WPX Hearing Packet at p. 142 (WPX Rebuttal

Exhibit R-8 [Map on right hand side of the Exhibit; table on bottom left of the Exhibit; 15 Bullet
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Point]). Thus, 3R is overestimating the amount of oil that it is going to recover from the Wolfcamp
B formation. Id. at 271:3-7; WPX Hearing Packet at 142 (WPX Rebuttal Exhibit R-8 [2" Bullet
Point]); Tr. (April 29, 2025) 284:18 — 285:8.

38. Thus, 3R’s plan to drill and complete both Wolfcamp XY Sand wells and Wolfcamp
B wells in a short time period carries a high degree of risk and limited return. WPX Hearing Packet
at 75 (Barnes Statement at 9 9). & o

*

39.  WPX Exhibit C-3 (WPX Hearing Packet at p. 81) pr examples of pr@tion

from a Wolfcamp B Sand well that was infilled after the deve% fca{@xY Sand.

This Exhibit shows that there is little to no interference b

the infilled Wolfcamp B wells if the Wolfcamp B we{g\ﬁf d@nd c eted three years after

the Wolfcamp XY wells and without any a@(se eff@ the 1mated Ultimate Recovery

(EUR). Thus, WPX can return to the S{E@L%d@)@dnll @?omplete wells in the Wolfcamp

B Sand when the price environme@prov&Qowe@the decision to return to drill the infill

and wells and

Wolfcamp B Sand wells will @ t@rg , on the performance of the parent Wolfcamp

XY Sand wells. If pr y ion @1 pare&@lfcamp XY Sand wells is less than expected, it

may not be eccg?@a and cg@lete the infill Wolfcamp B Sand wells. WPX Hearing
&e

Packet at 7 rne nt %‘QO)

& %@3 shows the location of the Pliney the Elder wells (location plat in
lower left-hand suli@hlblt) and a gun barrel depiction (upper left hand portion of the Exhibit)
of the two Ph@t\g) Elder XY wells (201H and 202H) both drilled in September 2019 and the two
Pliner the Elder B wells, one stacked and one offset (231H and 232H), which were drilled three

years later. Tr. (April 29. 2025) 285:11-19. The two charts on the right-hand side of the Exhibit
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show that it is viable to come back at a later date to drill the Wolfcamp B with the existing
Wolfcamp XY above. Id. at 285:20 — 285:6.

41. There is sufficient footage separation between the XY Sand and the Wolfcamp B
formations, with a bit higher clay content, so that you are not going to see interference as shown
by WPX’s proprietary data and the Pliny the Elder Wells. Tr. (April 29, 2025) 301:5-10. 3R’s
own geologist confirms the Wolfcamp XY and the Wolfcamp B are two s §v zbnes and so es

of supply, especially since the two zones are separated by a third olfcamp A ted

between the Wolfcamp XY and Wolfcamp B. See 3R Exhibit @@4 @g Pa @p 47; see

also Tr. (April 29, 2025), 71: 25 through 72: 1-7 (3R Gefil;\A ing tb&@’Wolfcamp XY

and B are separate zones and separate sources of sup o Tr il 30, 2025) 56:9-18
(Mr. Womack testifying that “I doubt, at the \O-foot @al d&éﬁce, that it would alter frac
growth very much” in response to wheth&&m co@lgg bac@ill and complete the Wolfcamp
B wells the stimulation and fractur;\{@ﬂl pre(gmall.@grate towards any pressure sink in the
XY bench.

42. WPX R al E@t R-2 Hearlng Packet at p. 136) rebuts 3R 000058,
which is shown\z\ r1 X@ of Ex@t R-2, that classifies WPX’s decision to wait to drill the
Wolfcamp ga aren issue and potential harmful frac hits in the future. Tr. (April
29, 202%87 12

43. WP. rly investment in the WC B Test Well that provided WPX with data and
a better under@ﬂ*&r’lg of how to develop the Subject Lands. Tr. (April 29, 2025) 266: 2-7 (WPX’s
Geologist explaining that WPX was being efficient in drilling the WC B Test Well, as a one mile
well, in its an effort to learn “from a good test.”). Based on its early experience, WPX will be

targeting the Wolfcamp XY as its main landing zone. Id. at 266: 22-24.
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44, WPX views the XY as “the more prolific zone to drill wells in,” and therefore,

WPX has committed to “drilling four XY wells across” the sections. Id. at 267: 5-9. WPX’s

commitment to four (4) wells in the XY is a major difference from 3R’s plan, which has committed

only to three (3) wells in the Wolfcamp XY. See 3R Geology Exhibit 000045 (showing 3R’s

commitment to drill only the 701H, 702H, and 703H as initial wells and holding off on a fourth

well in the XY). In comparison, WPX commits to drilling a fourth well i @&(Y near the WC B

Test Well, the WPX’s Frontier 604H Well, positioned to produce h %ar ons from the g(d left

Yovedie

by 3R’s lack of commitment to a fourth well. See Tr. (April 29(1@), 2 (WR@ geologist

explaining that WPX tried to be as prudent as possible i cati its gu\&vell, the 604H,
offset to the WC B Test Well in a manner that minim@ de@@fron@wc B Test Well).

| 29 o

45. WPX is the more prudent operatds by ful eloplxéthe XY with four wells, and

then based on its experience with, and it - stis (@ e W p B, viewing the Wolfcamp B

as “a viable target to come back\@' Seeﬁ@at 2@ 1-18; see also WPX’s Exhibit C-3.

Furthermore, 3R’s own ge 1 C<\®1S the&dlfcamp XY and the Wolfcamp B are two

N\

separate zones and sou&b&f supply, espa\ialQSince the two zones are separated by a separate

third zone, Wol\f?@ A, sﬁq'gd l{%v@h the Wolfcamp XY and Wolfcamp B. See 3R Exhibit

000046, He@g@, 3 47; @&so Tr. (April 29, 2025), 71: 25 through 72: 1-7 (3R Geologist
that t

confirmin WQ]\ XY and B are separate zones and separate sources of supply).
Therefore, the hy ns in Wolfcamp XY and Wolfcamp B are preserved as separate sources
of supply and éo*glf)ject to negative impacts form parent/child concerns. See WPX Hearing Packet
at p. 136 (WPX Rebuttal Exhibit R-2 [2"¢ Bullet Point]). Therefore, it is not necessary that the

two zones be drilled simultaneously, and the prudent approach for development would be to drill

and produce the prolific XY zone first and then evaluate the Wolfcamp B as a prospective zone.

15



See id. (WPX’s Reservoir Engineer’s noting that the best approach would to be to return to the
Wolfcamp B after developing the Wolfcamp XY, based on WPX’s experience with “the Pliny
Elder Wolfcamp XY wells” which were drilled in 2019 with the Wolfcamp B wells being
successfully drilled and produced three years later once the economic viability of the Wolfcamp B
had been determined); see also WPX Exhibit C-3.

46. 3R alleges that WPX does not use modern completion d s@ 3R 000127-89.
3R incorrectly claims in 3R 000127 that since 2018 WPX/Devon’s a proppant/ft (lb@was

)

2,043 and its Fluid/ft was 1,646 when the correct averages we all @ prop&@ft and the
Fluid/ft was 1,899. WPX Hearing Packet at 129 (Self: ed Q&ment@@buttal Witness
Michael Tanner Womack at q 7);> id. at 137 (WPX \.Itt Q—S [ ullet Point; Table on
bottom left of Exhibit); Tr. (April 30, 2025) 2%2-25. % alcul&{ n includes the Devon wells
drilled and completed after the WPX/D . Meg@ql,r. 2@%0; 25:22-26:28:21. Moreover,
WPX/Devon’s data shows consist@erage&@sizes @ound 2,450 — 2,500 proppant/ft. WPX

Hearing Packet at p. 137 (W bq@xh bi [3" Bullet Point];

oo @i
47. In additi(?&le p{@pant/fe)glzl fluid/ft for the Mimosa and Prairie Fire Wells

shown at 3R002?@ho n ottmﬁx@R 000127) are lower than the other Devon/WPX wells
E wel

NS

based on th t th t@es in a different area with differing geology and do not support

the claing]at W& np\ modern completion techniques. Tr. (April 30, 2025) 28:22-29:4.
48. 3R Ks@cerned that WPX does not plan to maximize reserves capture and avoid

waste by app@g*&g%ly stimulating the rock.” See 3R 000128 (4 Bullet Point). However, WPX

plans to pump 2,500 proppant/ft and 1,900 gallons per foot completion designs on the Frontier

3 The Hearing Examiner qualified Mr. Womack as an expert in completions engineering. Tr. (April
30, 2025) p. 22:11-13
16



Wells. Id. at 129 (Womack Statement at 9 8); WPX Hearing Packet at p. 137 (WPX Rebuttal

Exhibit R-3R [4" Bullet Point]).

Comparative Costs of AFEs and The Effect on the
Economics of Both Parties Proposed Development Plans

49.  There is a significant difference in the costs of the proposed Frontier Wells vis-a-
vis the Crystal Wells. The total costs for drilling and completing the Frontief\oOl H Well and the
Frontier 602H Well is $7,934,703.91 each, while the costs for drillin ompleting the&u 1e;
603H Well and the Frontier 604H Well is $8,439,703.91 eac @an a; %&203.91.
See WPX Hearing Packet at pp. 47-50; 54-57 (WPX Ex Q QES%@Ch well]). By
comparison, the cost for the 3 Crystal Wells to be co ®olfc Y Sand, the Crystal
701H Well, the Crystal 702H Well, and the GQ%] 70 ell ﬂ&@O 376,980 each. See 3R
000101-104; 3R 000111-112. Thus, the &o@ofth tal ﬁells are 26.75% higher than the
costs of WPX’s proposed XY Wel @

50. 3R correctly Q{ @N X’ projections set forth on its AFEs are
significantly below the e2 {@ FE{'Q 3R’s database of AFEs. See 3R 000128 (2" and
3t Bullet Points @@btte h). S@SO suggests that WPX’s AFEs do not accurately reflect
modern cor%gtlon s@?ﬁs @\?000129

Q é@’rect in acknowledging WPX’s lower AFE costs, the AFEs that
WPX generated in e@ecember 2024 utilized actuals from Eddy County a few miles north of
Frontier DSU. *&5{ Hearing Packet at 138 (WPX Rebuttal Exhibit R-4 [15* Bullet Point below
second heading on left hand side of the Exhibit that reads “Completion Overview in WPX/DVN’s
Favor”]). Moreover, WPX’s original AFEs were updated based on design changes, including

utilizing what 3R acknowledges is the “modern design” of 2500 Ibs/ft and 45 bbl/ft. Id. (2" to 5t

Bullet Points below second heading on left hand side of the Exhibit that reads “Completion
17



Overview in WPX/DVN’s Favor”]). This change of design resulted in an increase of $420,000
for each of WPX’s AFEs. Tr. (April 30. 2025) 37:21 — 38:6.

52. WPX/Devon’s commitment to continual improvements in its operations in a
deflationary market has resulted in a drop in the costs of prep work, fracturing, and plug drillout
costs reducing those costs from $4.2 Million as of December 1, 2023 to $3.2 Million as of March
1, 2025. Tr. (April 30, 2025) 32:5-14; 33:1-17; WPX Hearing Packet at @38‘ (WPX Reb tta}
Exhibit R-4 (red line on the graph on right hand side of the Exhibit a two Bullet Pom low
the graph). As Mr. Womack testified, WPX was able to tak nta @mpm{@bnts in its
operations: “we’re always looking to improve.” Tr. (Aqﬁq 20%@

53. 3R also questions whether WPX is pr@ ng@ per @Jnt of dyed fuel costs
and water costs. 3R 000129 (first 8 Bullet Poi HOW@SR mrsg&culated both the Fuel Costs
and Water Cost. WPX Hearing Packet » 138 (&( @? Exhibit R-4 [first three Bullet
Points]); Tr. (April 30, 2025) 34:2 +®14 &O @

54. 3R also clam@th W@g éﬂs are lower than what they will be, alleging

that the CTB costs lea\K&plpt{@ costs glated with transporting hydrocarbons to the CTB.

See 3R 000129\?@ (GB&@9 20&%& 55:22-24. However, WPX’s estimates that it will cost

$9.5 M1111 bu1 owhnes for the 4 Wolfcamp XY wells and includes upgrade
cost foQ\e 4 2""Bone wells, which is consistent with historical actuals of comparable

scope resulting 1 & Million per well facilities cost. WPX Hearing Packet at 139 (Rebuttal

Exhibit R-5 Zﬂ\gl)ﬂlet Point]).

WPX’s Development Plan Will Have Less Surface Impacts Than 3R’s Development Plan

55.  The OCD issued Order No. R-23798 on May 7, 2025, granting WPX’s application

to compulsory pool the uncommitted oil and gas interest within the spacing unit consisting of the

18



Sections 32 and 33, Township 23 South, Range 26 East, N.M.P.M..

56. If the OCD grants WPX’s applications for the development of the Wolfcamp
formation in Sections 32 and 33, WPX will be able to develop both the Wolfcamp and Bone
Spring with only 29.1 acres of disturbance to the surface, consisting of approximately 4.0 acres
of roads, 20.2 acres for pads, and 4.9 acres for flowline corridors. Disturbance attributed to power

lines and 3" party takeaway infrastructure is not included in these numbers X Hearing Pagket

*

at pp. 83-84 (Self-Affirmed Statement of Paul Melland, at 9 6) an@%é) (Exhibit D—2).6\his s

)
results in a minimal 2.27% disturbance of the Subject La 1 of ns 3{@& 33) that

substantially minimizes the environmental impact of @X’s@a\{s of @memt. . WPX
Hearing Packet at pp. 83-84 (Self-Affirmed Statemga\@f P @land,& 6).
N O
e cap

57. The WPX facility is designed @% a@ f handling fourteen (14) wells, so it
ca

will be capable of handling 4 Bone Spri ‘®ls, 4 @% wells, and 4 Wolfcamp B wells.

Tr. (April 30,2025) 11:6-11; WP).(\~@1rin {@e at@%(WPX Rebuttal Exhibit R-5 [3" and
4™ Bullet Points]). The C engnK]@l%B 0)equipment costs will be shared across all
wells, providing for be{é&con(@\to tc) berefit all of working interest owners. WPX Hearing
Packet at p. 13\92@()(& eb%g E%&SQR-S [5th Bullet Points]).

{By c st, if t@D grants 3R’s development plans for its Wolfcamp Wells,
total disturbance will be Q@sed by an amount equal to that which is attributable to 3R’s

N
development, give@/PX’s disturbance will remain unchanged when considering the Bone

Springs Wells ‘\\& Hearing Packet at p. 84 (Melland Statement at § 7). In addition, the capital

<

¢ Pursuant to N.M. Amin. Code § 1.2.2.35.D(1)(a), WPX requests that the OCD take administrative
notice of Order No. R-23798, which is an administrative ruling of the OCD. Pursuant to §
1.2.2.35.D(3), a copy of this Letter is attached hereto as Exhibit 2.

7 The Hearing Examiner qualified Mr. Melland as an expert in facilities and construction
engineering. Tr. (April 30, 2025) at 9:20-23.
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required for surface facilities is sure to increase if 3R is granted operatorship of the Wolfcamp
wells. Tr. (April 30, 2025) 12:5-15.

59. In addition, by having a single operator for both the Bone Springs and Wolfcamp
wells in Sections 32 and 33, WPX estimates that the traffic disturbances will be reduced by

approximately 50% overall if WPX is the sole operator of both the Bone Spring and Wolfcamp

Q’ :
&P
Environmental QJ ) 0

60. WPX will deploy it’s Rev 3 Low Emission (\ @ndardé&hty design

for the Wolfcamp development. The “Low-E” de é{i‘o @T‘ % ibutable to the

capture of all tank emissions, under normal ﬂQ@ondlag by {@
reinjection to sales. This design has been Q&nent&r %Delaware Basin since 2022.

The following demonstrates the eff 18 de@ has %1 tank emissions:

a. WPX utilizes c@us e 1ons @mg and during a recent study
erl

over a 95-day ReV 3 facilities represent an 87%
reduction red rev1 tandard designs and 96% reduction

compareQQ lde @acy fa\'l
b. A 1mat PX s current Delaware production is flowing
0 gh and total calculated tank emissions have been
e ucQ) an es%’éﬁd 89% as a result.

WPX Hearing Packet at 8&9(Exh1blt D - Mellard Statement at § 9). WPX’s design if fully

formations. WPX Hearing Packet at p. 84 (Melland Statement at  8).

Recovery Units and

compliant with al@cable state and federal rules. Tr. (April 30, 2025) at 10:11-20.

@%has a zero-flare policy and modern facility designs in compliance with NM
Precursor rule and 0000b. 3R uses a fully enclosed vent system to prevent releases, improving
environmental protection and operational safety. Drilling and completions operations are

conducted with adaptable and re-usable liner system for spill mitigation in sensitive Karst areas.

20



3R 000067.

62. 3R’s proposed “puppy” pads for the Crystal Project Area lie within the medium
karst occurrence area. 3R’s drilling and completion operations are conducted on top of an
adaptable & re-usable liner/berm system for spill mitigation in sensitive Karst areas. 3R 000068.

63. 3R plans to use 100% reuse of water. 3R 000069.

64. 3R has agreement with Plains Oryx Permian Basin Pipeli e@*geﬁher oil on 1‘
of production and has gas gathering agreement with ETC/Sendero Pg e Network to g gas

| NS
volumes on day 1 of production. 3R 000070. (I?J O @
0

sQ\gge @‘gf'tands, as the

majority of 3R’s system has not been developed andb\@hly Qed f@’s Crystal wells. See

65.  However, currently there are no lines inpla \t

N> O
3R Exhibit 000069, Hearing Packet, p. 70; se o Tr. 29, 5@6), 166: 6-15.

N AN
Both Part?&@ve P ed P@ r Notice
66.  WPX sent prope@&te to a@teres@gﬁes. See WPX Hearing Packet at pp.

24-25 (Bennett Statement @Q’Z); g&%ﬂ’@ibit E, Darin C. Savage’s Self-Affirmed

N\
Statement of Notice a@}l andO 25, and &@?—126 (WPX Exhibits E-1 through E-3).
67. Y%§ent ,}no@\ll interested parties. See 3R 000029-34.

-

&%OPOSED CONCLUSIONS OF LAW

1. Bo@}ties provided adequate notice. Findings of Fact at 99 66-67.

2. @" e OCD has jurisdiction to evaluate the competing development plans.

3. When evaluating competing development plans, the Division bases it
determination of which plan best satisfies the Division’s statutory obligation to ensure that

proposed oil and gas operations prevent waste, protect correlative rights, and the avoid of the costs
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and risks associated with drilling unnecessary wells through the application of the following seven

(7) factors, as described in OCD Orders such as No. R-21834, among others:

a.

4.

Lands: Q

A comparison of geologic evidence presented by each party as it relates to
the proposed well location and the potential of each proposed prospect to
efficiently recover the oil and gas reserves underlying the property.

A comparison of the risk associated with the parties' respective proposal for

the exploration and development of the property.
4

A review of the negotiations between the competing pa&prior to the
applications to force pool to determine if there was a * aith" effort. O

A comparison of the ability of each party to pru y ope@ e pr éf
and, thereby, prevent waste.

A comparison of the differences in we (]/e @ nd other
pect1

operational costs presented by each p roposals.

An evaluation of the mineral 1n€ own 1p hgl&@each party at the
time the application was heard@ @

A comparison of the abilj @cants &ely locate well sites and

to operate on the surf fac

A comparlso%geol Vi eéﬂ resented by each party as it relates
to the pr ocatl d the potential of each proposed

prospe Q efficnﬁ re@&r the oil and gas reserves underlying the

pro \'O
]3&? &agre@ following facts regarding the geology of the Subject

2R

e The ho@ltal spacing and proration unit is justified from a geologic
stan®1t;

. z‘z‘mre are no structural impediments or faulting that will interfere with
orizontal development;

e The target formation is present and continuous throughout the Subject
Lands; and

e Each quarter-quarter section in the unit will contribute more or less equally
to production.

22



Findings of Fact at ] 22.

5. In addition, both parties believe that the preferred well orientation in this area is
East-West so that the wells run sub-perpendicular to the inferred orientation of the maximum
horizontal stress. Id. at § 23.

6. WPX proposes to drill four wells in the Wolfcamp XY, two in the N/2 of Sections
32 and 33 and two in the S/2. Id. at 4 3-6; 8; 40. 3R proposes to drill three@ﬁl@ in the XY S nd

two in the N/2 N/2 of Sections 32 and 33 and one in the S/2 along m@u wells in the W mp

B formation, two in the N/2 of Sections 32 and 33 and two in @f 3; {@
7. The Wolfcamp XY is the more prolific @)1 aQ\X\ ant{d&he location of
the WPX wells located and positioned within the p‘@xed unj r the N/2 and S/2 of

Sections 32 and 33 in a manner that will optm%;%du@ 5%8 The fact that WPX will
be drilling an additional well in the X @ most %ﬁc Z&gives WPX an advantage under

the geologic factor because its ntly recover the oil and gas reserves
underlying the Subject Land é{ %016@’[) XY is concerned. Id. at 9§ 44.
8. WPX’s @ n t{ s\uerai\argof the Subject Lands are more productive than
those that 3R has @bd and@mletb@d at 9 30.
Qm tes O%Q\f?ate recovery for the XY Wells by WPX and 3R are flawed
by inclugng wel&t ha tter geology than the Subject Lands. /d. at 9 26-29.
and Rate of Return for WPX’s four XY wells are significantly superior
to the NPV and*Srg of Return than the three 3R XY wells. /d. at 99 33-34.
11. WPX drilled a test well in the Wolfcamp B in 2018 in the S/2 of Section 32 and
intends to come back to the Wolfcamp B formation based on the results of the XY wells. /d. atq
43. The evidence establishes that the Wolfcamp A interval between the XY Sand and the

Wolfcamp B is thick and dense enough that it will prevent and communication between Wolfcamp
23



XY Wells and Wolfcamp B wells and there will be no adverse effects if the Wolfcamp B wells are
drilled at a later date. Id. at 9 39-42; 45. This is a prudent decision that may avoid the drilling of
unnecessary wells.

12.  3R’s projection of recovery from the Wolfcamp B wells is flawed because it is
based on using production from wells that have a different geology than the geology of the Subject
Lands. Id. at9q 35-38. \ o )

13. Waste is defined and considered with respect to the %pope of the defn@%m of
waste under the New Mexico Oil and Gas Act (“OGA”). Unckeil S @Y@Ctl&l@) 2-3, the
definition of waste includes (1) the ordinary meaning (kfl/ VQC S O@ude economic
waste, and (2) the enumerated technical meanmgs as as u@ground waste. WPX
prevents underground waste better than 3R b ly dev@hg théﬂﬁhmary target zone (the XY)
of the Wolfcamp formation with four ( & lls in @nparl \?3R’s underdevelopment of the
XY with three (3) wells. \O (Q

14. WPX has col]@&at\@he &np B zone through its operations in this area
and is prudent in its plQ@eva s\

glmp B’s prospectivity based on production data

from the XY i 1n 0 et 8@116 the t way to develop the Wolfcamp B to avoid the drilling
of unneces el preV conomlc waste. Id. at q 39. Because the Wolfcamp B is a
separate ne an rce of supply, separated from the XY, Parent/Child interference

will not affect late@tlon of the Wolfcamp B. Id. at § 41. Therefore, delaying its development
until the zone #ﬁ evaluated is the better and more prudent approach for preventing waste (id.
at 9 45), both underground waste and economic waste as defined in the OGA. See Section 70-2-

3;
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15. The fact that the ROR for 3R’s Wolfcamp B wells is only 9.3% and the NPV10 is
a negative $88,400, establishes that 3R’s Wolfcamp B wells are not economical. /d. at § 51. The
fact that has approximately twenty-four (24) historically producing horizontal wells in 3R’s type
curve area, 4 of which are Wolfcamp B wells and fifteen (15) of which are Wolfcamp XY wells
(id. at 4 32) also illustrates the fact that the Wolfcamp B bench is a less desirable target as compared
to the XY. In addition, the fact that 3R offered to carry WPX’s interest i\&@&? Wells but ngri

its Wolfcamp B wells (id. at § 36) indicates that 3R does not believe its Wolfcamp B \@5 are

economical. O\/ﬁ KQ

16. The fact that the ROR for 3R’s Wolfca?{&well@\pnly a@@n 3% and the

NPV10 is a negative $88,400, establishes that 3R’s @f IQ ells @0‘( economical. /d. at
4/ 35-36. The fact that has approximately tweéfour ( toric&& producing horizontal wells
in 3R’s type cure area, 4 of which are W, \ an B@% an@\een (15) of which are Wolfcamp
XY wells (id. at 4 17) also 1llustrat%~ fact@the \@amp B bench is a less desirable target
as compared to the XY. In addition @8 P6€R offered to carry WPX’s interest in its XY
Wells but not in its WKP&np ch%l (1& 20) indicates that 3R does not believe that its
Wolfcamp B w

>
ec n
Smms@)ﬂ’ PX is not using “modern completion designs,” the evidence

shows that WPX h],s@y employed a more robust completion design than 3R. Id. at 9

46-48.
C}Q

b. @ comparison of the risk associated with the parties’ respective
proposal for the exploration and development of the property.

18.  WPX owns an interest in the Bone Spring formation in the Subject Lands and has
been granted operatorship for the Bone Spring formation (id. at 9§ 55) and now seeks to develop

the Wolfcamp XY and then the Wolfcamp B, if viable. Id. at 4 45. Developing both formations
25



reduces the costs of all wells since they will be sharing infrastructure reducing the risk of
nondevelopment of the XY and B benches. /d. at 9 56-58.

19.  WPX has also exhibited an interest in the Subject Lands and surrounding area,
having drilled the WC B Test Well in 2018 and is working on developing other lands in the area.
Id. at 99 14 and 15.

20. 3R does not own any interest in the Bone Spring (id. at§ 2 )éi’[‘would not e '0}:
the advantage of having an infrastructure that would serve all depths™ {fhe Subject Landéhus,

O

)
there is some risk that 3R may not be able to development thg-Wolfcam -@ atio&@
21.  Moreover, WPX has a long track record‘atb\den@ratorg&@ New Mexico,
currently operating approximately 2,500 wells in th@te (@ q1 1@ and currently has 13
rigs operating in the Basin. /d. at § 13. By C@{\Qas%t, R@, for &&93R is the operator, came
into existence less than two years ago, o \ erate@wells @k area, and it and its predecessors
have a tract record of drilling an%&pletix@%ck@g)f wells that it will only operate until
X

they can be sold to another gr or‘.{@t 16
. N Q.
22.  3R’s p}abg&rﬂl {Q}com&?‘[’e oth Wolfcamp XY Sand wells and Wolfcamp B

wells in a shor&ber'od&gies\ao’k@ degree of risk and limited return. /d. at 9] 38.
23.®K’>R .S\Tto @\%ud the Crystal 701H and 702H Wells, two Wolfcamp XY
wells located in N[\ in August 2025 and then wait until February 2026 to spud the
remaining Cryst s incurs wellbore risk due to unnecessarily leaving 2 wells as drilled
uncompletec%v*gs) and creates a further risk that if 3R cannot get a rig to come back in February
2026, 3R will need to file for an extension of the pooling order, further delaying bringing the

Crystal Wells on line. Id. at q §.

24.  Thus, the risk factor comparison weighs in favor of WPX.
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c. A review of the negotiations between the competing parties prior to
the applications to force pool to determine if there was a “good faith”
effort.
25.  Both parties negotiating in good faith prior to the applications to force pool were
filed. Id. at 9§ 18-21.

d. A comparison of the ability of each party to prudently operate the property
and, thereby, prevent waste.

26.  WPX has a long history of drilling and producing we «QQ@:W Mexico a%@X

drills wells with the intent to maintain and operate the wells a (ﬁof 1ts@ ory {é‘l’e life of

the wells. Id. at 9 11-12. This intent requires WPX to 1ts n{{@atlons for any

remediation or clean-up of the wells. 3R’s limite Q@velo@n‘t and its history of

developing projects and selling them does not pQ%e the e asség es. Id. atq 16.

27.  WPX is proposing four XY\QIIS w@%e 1n@$’1 of returning to the Wolfcamp
B bench based on the results of the ells @ he:&g%{'lce environment improves. /d. at 9
39 and 45. This is a prudent de%pﬁn ba@(& the@ tionable economics of Wolfcamp B wells.
1d. at 99 36, 39, 40. (\Q) 6

28. G\?\@@W pphc S w111 result in less surface impacts and less traffic than
3R’s propose(devel@?# ld & 55-59.

Q Both 6@ 60) and 3R (id. at Y 61-64) will employ technologies that will
reduce environment@acts of the operations. However, 3R’s claim that from day1 all gas and

oil will be tranaqgéd by pipeline is suspect as no infrastructure is currently in place to do so. /d.

<

at 9 65.
e. A comparison of the differences in well cost estimates (AFEs) and other
operational costs presented by each party for their respective
proposals.
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30. There is a significant difference in the costs of the proposed Frontier Wells vis-a-
vis the Crystal Wells. The total costs for drilling and completing the Frontier 601H Well and the
Frontier 602H Well is $7,934,703.91 each, while the costs for drilling and completing the Frontier
603H Well and the Frontier 604H Well is $8,439,703.91 each, for an average of $8,187,203.91.
By comparison, the cost for the 3 Crystal Wells to be completed in the Wolfcamp XY Sand, the
Crystal 701H Well, the Crystal 702H Well, and the Crystal 703H Well, is 1@6‘,980 each. >
the costs of the Crystal XY Wells are 26.75% higher than the costs §

\
Id at 49, qSQ C)O\/
31.  Based on the cost differences in the AFE RaQN{etu@\gq%PX s Frontier

XY wells will be about 47% for the N/2 Wells and 3@) IQQWH@ at 149. By contrast,
3R’s Rate of Return on its XY Wells will be 2@&%. 1, @QO. S

’s proposed X 1ls.

32. 3R claims that WPX’s AEES are 6@ow a;@%ect the failure of WPX to use
modern completion designs. Id. %@SO HQQver @X has been using modern completion

designs and proposes to do s&%tsi@g Wusmg proppant at 2500 Ibs/ft and fluid at 45

O

bbl/ft. Id. at 9 50-54. \\(\ C}'

o
@ n?f \leral interest ownership held by each party at
e t on was heard.

\&Wn% the working interest in Section 32 and therefore controls 50% of
the working interest i 0 h units sought to be pooled. 3R owns all of the working interests in the
W/2, SE/4, N/QJ*&J, and SW/4NE/4 of Section 33, but does not own any interest in the SE/4NE/4
and therefore controls 43.75% of the working interest in Case No. 25204, being the N/2 spacing
unit sought to be pooled. When ownership is viewed across the entirety of Sections 32 and 33,

WPX holds a 50% interest, whereas 3R owns 46.875% WI. Id. atq 9.
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g. A comparison of the ability of the applicants to timely locate well sites and to
operate on the surface (the “surface factor”).

34.  WPX is in the unique position to develop both the Wolfcamp formation and the
Bone Spring formation using the same drilling pads and surface infrastructure thereby minimizing
the surface disturbance and costs. Id. at 49 55-57.

35. If 3R’s plan is approved, it will result in an increase in surface isturbances. Id. atq

)
8. &6@ \6‘
36.  Although 3R claims that it will be able to transport nd gas from it Is on

day 1 (id. at 9 64) there are no lines in place to serve the S s the %orlty of 3R’s

system has not been developed and is only proposed fo (bs C@ wells. ’& q65.

37. Thus, considering all of F mdmgsotgact an&&uclum@ Law, granting WPX’s

Development plan is in the best interests o%g&erva he ,D(;gentlon of waste, the protection

of correlative rights, and will avoid the@hng Oneces@wells
+ @(espe @submltted

. Q \® DIE & SCHILL, PC
K\Q gé\ \6@
@. C) /s/ Wiliam E. Zimsky
Q\Q ‘\Q William E. Zimsky

Q k \Q Andrew D. Schill
Darin C. Savage
Q Q 214 McKenzie Street
QO Santa Fe, New Mexico 87501
6\ Telephone: 970.385.4401
Q Facsimile: 970.385.4901
c} darin@abadieschill.com

andrew(@abadieschill.com

®+ bill@abadieschill.com

Attorneys for WPX Energy Permian, LLC
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CERTIFICATE OF SERVICE

I'hereby certify that a true and correct copy of the foregoing was filed with the New Mexico
Oil Conservation Division and was served on counsel of record via electronic mail on May 21,

2025:

Miguel A. Suazo — msuazo@bwenergylaw.com

James P. Parrot — jparrot@bwenergylaw.com
Jacob L. Everhart — jeverhart@bwenergylaw.com 6 b’
Attorneys for 3R Operating, LLC O& é

beth.ryan@conocophillips.com % O\/
VO

keri.hatley@conocophillips.com (1/

Attorneys Marathon Oil Permian, LLC
/s) Wili »§ Zimsky

@ Willia Zimsky
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EXHIBIT

NATIONAL SYSTEM OF PUBLIC LANDS

United States Department of the Interior

BUREAU OF LAND MANAGEMENT
New Mexico State Office
301 Dinosaur Trail
Santa Fe, New Mexico 87508
https://www.blm.gov/new-mexico

In Reply Refer to:
3100 (NM92100)

NMNM 134858 66\ o

CERTIFIED MAIL — RETURN RECEIPT REQUESTED O

7020 1810 0000 4307 9581 (1/6
ConocoPhillips/Marathon Oil Permian LLC (O\(l/(]/ C)Q S\\'Q

Attn: Beth Ryan Q
600 W. Illinois Ave. \ 6

Midland, TX 79701

Dear Ms. Ryan: (b® OQ

By letter received April 17, 20@ratho@ arathon) requested a Mineral Leasing
Act (MLA) Section 39 suspensiofi o tions roduction on behalf of all lessees/operating
rights owners for Federal 348 is lease was effective October 1, 2015, and is

in its primary term w1th@x XPir: @ date ptember 30, 2025.
o develop the lease. The APDs submitted are for the

Marathon execu nm
Apphcatlons r'Rerm H]%Drlll (A
2H, #801H, #802H, Crystal SW 33 32 Fed Comm #703H,

Crystal 33 %é
#803H, the ccepted by the Carlsbad Field Office (CFO) in December 2024.

the lease in favor of 3R Operating (3R), who filed

These proposed wells &penetrate the subject lease. On January 8, 2025, 3R filed
applications for ¢ ry pooling with the New Mexico Conservation Division (NMOCD)
(Case Nos. 2512 25124). On February 10, 2025, WPX Energy Permian, LLC (WPX) filed
applications f&“empulsory pooling (Case Nos. 25204 and 25202) for the wells Frontier 33-32
State Fed Com#601H, #602H, #603H, and #604H. On March 24, 2025, WPX filed a protest of
#R’s Crystal Wells APDs due to the competing cases at the NMOCD. On March 25, 2025, 3R
responded with their own protest of WPX’s Frontier Wells APDs. The 3R and WPX NMOCD
Cases are scheduled for a contested hearing on April 29, 2025. Whichever party prevails and is
the designated operator by the NMOCD, will become the operator of the spacing unit which
includes this lease.

INTERIOR REGION 5 - MISSOURI BASIN INTERIOR REGION 6 - ARKANSAS- INTERIOR REGION 7 - UPPER
Kansas, Most of Montana, North Dakota, RIO GRANDE-TEXAS GULF COLORADO BASIN
Nebraska, South Dakota Oklahoma, Texas Colorado, New Mexico, Utah, Wyoming



Kaiya Toop

Kaiya Toop
Exhibit 1


At this time, it is unclear whether 3R or WPX can obtain a pooling order from the NMOCD and
get the submitted APDs approved before the expiration of the lease. Therefore, we grant a
suspension of operations and production per Section 39 of the Mineral Leasing Act for lease
NMNM 134858, effective April 1, 2025.

Per 43 CFR 3165.1(c), this suspension of operations and production will automatically terminate:
60 days after the BLM CFO approves the Crystal Well APDs or the Frontier Well APDs or when
activity begins on the lease, whichever occurs first. Lease activity includes,{ut is not limited
to, road construction, site preparation, well repair, drilling or similar acti it@ o

Per 43 CFR 3103.4-4(b), when the suspension is terminated, NMN@ 58 will have l@%ays
left in its primary term. For the lease to remain in effect in its exten te niyol W111 (9
either have completed a well prior to lease expiration that is ¢ 1on mg
lea ée) payments
of.
e

quantities or be actively drilling at midnight on the last da
As provided in 43 CFR 3165.3(b), you may request @ml?@l re@ of this decision
t

are waived during the suspension of operations and produc

before the State Director. Per 43 CFR 3165.4, yodmay appeabany i ions, orders, or
decisions issued by the BLM New Mexico St ﬁce i ly to Interlor Board of Land
Appeals pursuant to the regulations found Form 1842-1, Information on
Taking Appeals to the Interior Board of Appe is en . If you have questions,

contact Adrienne Brumley at (505) 3 mle gov
erely,

Digitally signed by
\@ |CHAE|— MICHAEL GIBSON
\(9 R 60 GIBSON 251022
@ OK @0 Michael Gibson
B\ ’ Deputy State Director
X5 O

0 Division of Minerals

RIS

1- BLM Form 1842- b\
CC: \0

Office of Natu esources Revenue (ONRR)
leases.blm@

NMP02000, C. Walls
NM92200, J. Serrano
NM92100, A. Brumley



EXHIBIT

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

IN THE MATTER OF APPLICATION FOR
COMPULSORY POOLING SUBMITTED BY CASE NO. 25200
WPX ENERGY PERMIAN, LLC ORDER NO. R-23798

ORDER

The Director of the New Mexico Oil Conservation Division (* @) havmg heardthis
matter through a Hearing Examiner on March 13, 2025, and after cg ering the testi
evidence, and recommendation of the Hearing and Technical Ex T
Order.

b

S, 1ssues the wing
\ o\’
FINDINGS OF FAQ‘E (l/ O

1. WPX Energy Permian, LLC (“Operatgt: % n ap ’\tfon (“Application”)
s

to compulsory pool the uncommlt  and 1nter 1th1n the spacing unit
(“Unit”) described in Exhibit A tor s b% nated the operator of the

Unit. @ 6
2. Operator will dedicate t@k?(s) &med&hlblt A (“Well(s)”) to the Unit.

3. Operator propos supe on k charges for the Well(s) described in
Exhibit A. Q/

4. Operator @wners@uncommltted interests in oil and gas minerals in
the Unj rov evi that notice was given.

9]

pph a‘?%n W % by the Hearing Examiner on the date specified above,
gd\u in presented evidence through affidavits in support of the
@ 101. No@ler party presented evidence at the hearing.

CONCLUSIONS OF LAW

6. O@has jurisdiction to issue this Order pursuant to NMSA 1978, Section 70-2-17.

2N

7. perator is the owner of an oil and gas working interest within the Unit.

8. Operator satisfied the notice requirements for the Application and the hearing as
required by 19.15.4.12 NMAC.

0. OCD satisfied the notice requirements for the hearing as required by 19.15.4.9

NMAC.

10.  Operator has the right to drill the Well(s) to a common source of supply at the


Kaiya Toop
WPX Supplemental Exhibit S-2

Kaiya Toop

Kaiya Toop
Exhibit 2


depth(s) and location(s) in the Unit described in Exhibit A.
11. The Unit contains separately owned uncommitted interests in oil and gas minerals.

12. Some of the owners of the uncommitted interests have not agreed to commit their
interests to the Unit.

13.  The pooling of uncommitted interests in the Unit will prevent waste and protect
correlative rights, including the drilling of unnecessary wells.

14. This Order affords to the owner of an uncommitted interest the opportunity to
produce his just and equitable share of the oil or gas in the po* N

ORDER Ké 6‘
15.  The uncommitted interests in the Unit are poole Qfo@a&?hlbé)
16.  The Unit shall be dedicated to the Well(s) (lﬁ F\Q.tblt A. @
17. Operator is designated as operator of @5 @e

18.  If the location of a well will be 1% odo der t s@cmg rules in effect at the
time of completion, Operator obtal "Ssapproval for a non-standard
location in accordance wit

19.  Ifthe Unitis a non-s@ @ al glg unit which has not been approved
under this Orde ator e OCD’s approval for a non-standard
horizontal spaci%mltl dan 19.15.16.15(B)(5) NMAC.

20.  The Ope %ll gﬁh}nence @9 ing the Well(s) within one year after the date of
i 1

and ch Well no later than one (1) year after the
mg\r'@f dI‘lUl\ eWell

all t ate automatically if the Operator fails to comply with the
parag@ unless the Operator requests an extension by notifying the
nd al%mes that required notice of the original compulsory pooling
applic o@ ordance with 19.15.4.12.B and 19.15.4.12.C NMAC. Upon no
objecti (% r twenty (20) days the extension is automatically granted up to one
yea protest is received the extension is not granted and the Operator must set

tl\;&hse for a hearing.

22. perator may propose reasonable deviations from the development plan via notice
to the OCD and all parties that required notice of the original compulsory pooling
application in accordance with 19.15.4.12.B and 19.15.4.12.C NMAC. Upon no
objection after twenty (20) days the deviation is automatically granted. If a protest
is received the deviation is not granted and the Operator must set the case for a
hearing.

CASE NO. 25200
ORDER NO. R-23798 Page 2 of 8




23.  The infill well requirements in 19.15.13.9 NMAC through 19.15.13.12 NMAC
shall be applicable.

24. Operator shall submit each owner of an uncommitted working interest in the pool
(“Pooled Working Interest”) an itemized schedule of estimated costs to drill,
complete, and equip the well ("Estimated Well Costs").

25.  No later than thirty (30) days after Operator submits the Estimated Well Costs, the
owner of a Pooled Working Interest shall elect whether to pay its share of the
Estimated Well Costs or its share of the actual costs to drill, complete and equip the
well (“Actual Well Costs”) out of production from the well. qwner of a Pooled
Working Interest who elects to pay its share of the Esti Well Costs &H
render payment to Operator no later than thirty (3 0) the explratlon
election period, and shall be liable for operating cos not I'lS cheg?zr the

well. An owner of a Pooled Working Interest f the
Estimated Well Costs or who elects to pay its % al W osts out of
production from the well shall be consid %\ on C@entlng Pooled
Working Interest.” \

26.  No later than one hundred elghty ( ays T Ope&bmits a Form C-105
for a well, Operator shall submif* ach er 0% led Working Interest an
itemized schedule of the Ac Well 'léa ctual Well Costs shall be

considered to be the Reaso We ts un n owner of a Pooled Working
Interest files a written o ty-five (45) days after receipt of
the schedule. If an r of king Interest files a timely written
objection, OCD te able Well Costs after public notice and
hearing.

27.  No later y@ days T the expiration of the period to file a written
j the @cﬁsﬂosts or OCD’s order determining the Reasonable

evenl 1, each owner of a Pooled Working Interest who paid
d Well Costs shall pay to Operator its share of the
ell that exceed the Estimated Well Costs, or Operator shall pay
owner 0@ ooled Working Interest who paid its share of the Estimated
sts 1t%are of the Estimated Well Costs that exceed the Reasonable Well

28. Th@onable charges for supervision to drill and produce a well (“Supervision

es”) shall not exceed the rates specified in Exhibit A, provided however that

rates shall be adjusted annually pursuant to the COPAS form entitled
Accounting Procedure-Joint Operations.”

29.  No later than within ninety (90) days after Operator submits a Form C-105 for a
well, Operator shall submit to each owner of a Pooled Working Interest an itemized
schedule of the reasonable charges for operating and maintaining the well
("Operating Charges"), provided however that Operating Charges shall not include

CASE NO. 25200
ORDER NO. R-23798 Page 3 of 8



30.

31.

32.

33.

34.

35.

4

36.

37.

the Reasonable Well Costs or Supervision Charges. The Operating Charges shall
be considered final unless an owner of a Pooled Working Interest files a written
objection no later than forty-five (45) days after receipt of the schedule. If an owner
of a Pooled Working Interest files a timely written objection, OCD shall determine
the Operating Charges after public notice and hearing.

Operator may withhold the following costs and charges from the share of
production due to each owner of a Pooled Working Interest who paid its share of
the Estimated Well Costs: (a) the proportionate share of the Supervision Charges;
and (b) the proportionate share of the Operating Charges.

Operator may withhold the following costs and charges rom the share of
production due to each owner of a Non-Consenting Pool orklng Interes a)
the proportionate share of the Reasonable Well Costs proportlonat e

of the Supervision and Operating Charges; and (c) thg: ge { the able
Well Costs specified as the charge for risk descr1 %\K

Operator shall distribute a proportionate sh x nd c es w1thheld
pursuant to the preceding paragraph to o klng\'t rest that paid its
share of the Estimated Well Costs.

Each year on the anniversary of %rder d no % an mnety (90) days after
each payout, Operator shal e to a Non-Consenting Pooled
Working Interest a sch of t Venu\ ributable to a well and the
Supervision and Operat&sts ed a@@‘t that revenue.

Any cost or cha is p@ou‘[ of uction shall be withheld only from the
share due to an led ing Interest. No cost or charge shall be
withheld fro er of a royalty interests. For the purpose of
this Ordc % minefalr interest shall consist of a seven-eighths (7/8)
workl rest on th (1/8) royalty interest.

E%& as rs(%ged Operator shall hold the revenue attributable to a well
that is burs any reason for the account of the person(s) entitled to the
as prov@) in the Oil and Gas Proceeds Payment Act, NMSA 1978,

S s 70- et seq., and relinquish such revenue as provided in the Uniform
Unclai erty Act, NMSA 1978, Sections 7-8A-1 et seq.

Th@ shall terminate if (a) the owners of all Pooled Working Interests reach a
v ﬁt& ary agreement; or (b) the well(s) drilled on the Unit are plugged and
.&ndoned in accordance with the applicable rules. Operator shall inform OCD no

@ater than thirty (30) days after such occurrence.

OCD retains jurisdiction of this matter for the entry of such orders as may be
deemed necessary.

CASE NO. 25200
ORDER NO. R-23798 Page 4 of 8



STATE OF NEW MEXICO

OIL CONSERVATION DIVISION
’ 5 Date: 5/7/2025

GERASIMOS RAZATOS
DIRECTOR (Acting)
GR/jag

CASE NO. 25200
ORDER NO. R-23798 Page 5 of 8



Exhibit A

COMPULSORY POOLING APPLICATION CHECKLIST

ALL INFORMATION IN THE APPLICATION MUST BE SUPPORTED BY SIGNED AFFIDAVITS
Case: 25200 APPLICANT'S RESPONSE
Date: March 13, 2025 (Scheduled hearing)

Applicant WPX ENERGY PERMIAN, LLC

Designated Operator & OGRID (affiliation if applicable) WPX Energy Permian, LLC; 246289

Applicant's Counsel: Darin C. Savage, Abadie & Schill, P.€.

Case Title: APPLICATION OF WPX ENERGY PERMIAN, LLC FOR A

COMPULSORY POOLING, EDBYCOUNTY, NEW MEXICO

Entries of Appearance/Intervenors: N/A

Wiell Eamily Frontier 33432 State Fed Com

Formation/Pool Aq ,\ g /‘\V \A@

Formation Name(s) or Vertical Extent: Bong*Spripg formatioh

Primary Product (Qil or Gas): Qi

Pooling this vertical extent: Bone Spging farmation

Pool Name and Pool Code: WC 015'G-04 S23262Z8M;: Bone Spring; Pool Code: [980!
Well Location Setback Rules: Statewitle Rules

Spacing Unit ,(\\\ f\h)- Ao\

Type (Horizontal/Vertical) Horizontal

Size (Acres) 32a0%cPe, more or less

Building Blocks: Quarter-Quarter Sections (40 Acre Blocks)

Orientation: West to East

Description: TRS/County N/2 N/2 of Sections 32 and 33, all in Township 23
South, Range 26 East, NMPM, Eddy County, New
Mexico

Standard Horizorita NVell Spacing, Unit (Y/N), 1§NG,/describe and |Yes, Standard Spacing Unit
is approval of nefi-standard Unit requested\in this application?

Othgyﬁ@}ns ~\Y j %v

Depth@everance; YNNI yes, degcription No, N/A

Proximity Tracts: If yes, deSeription No

Proximity Defining Well; ' y€s, description No

Applicant's Ownership il Each Tract See Exhibit A-2, breakdown of ownership
NI

Well(s) Py

Name & APldiffassigned), surface and bottom hole location, Add wells as needed

footages, completion target, orientation, completion status
(standard or non-standard)

Page 8 of 64

d to Imaging: 3/7/202

CASE NO. 25200
ORDER NO. R-23798 Page 6 of 8



Well #1 Frontier 33-32 State Fed Com 221H Well (APl No. 30-
015-Pending),

SHL: Unit A, 870" FNL, 1,035' FEL, Section 33, T23S-
R26E;

BHL: Unit D, 660" FNL, 20" FWL, Section 32, T235-R26E,
NMPM; Eddy County, New Mexico, laydown, standard
Horizontal Well First and Last Take Points Frontier 33-32 State Fed Com 221H Well :

FTP: Unit A, 660' FNL, 100' FEL, Section 33, T23S-R26E
LTP: Unit D, 660' FNL, 100' FWL, Section 32, T235-R26E

Completion Target (Formation, TVD and MD) Frontier 33-32 State Fed Com 221H Well :
TVD approx. 6,712°, TMD 16,712’; Bone Spring
formation,
oo Colilis A A 10D
AFE Capex and Operating Costs f'\\v \
Drilling Supervision/Month $ $10,000, Exhibit &, A-3
Production Supervision/Month S $1,000, Exhibity, As8
Justification for Supervision Costs Exhibit 4
Requested Risk Charge 200%, Bxhibit A
Notice of Hearing (,\\ v S ( )‘ NaX o~
Proposed Notice of Hearing Exhibit C, C-]
Proof of Mailed Notice of Hearing (20 days before hearing) Exhibit €-2
Proof of Published Notice of Hearing (10 days before hediing) Exhibit.C-3
Ownership Determination ;\\\ '\‘o A(KJ
Land Ownership Schematic of the Spacing Unijt Exhibit A-2
Tract List (including lease numbers and owhets) Exhibit A*2

If approval of Non-Standard SpacingdJnit isjrequested, Tyact List
(including lease numbers and ownersfigffTracts subjectio notigé
requirements. N/A

All uncommitted W1 owners; ORRI owners; and

Pooled Parties (includifg/@whership typa) Record Title owners; including as shown on Exhibit A-2
Unlocatable Parties % be Pooled Exhibit A, Para. 12
Ownership Depth Severance\(including petéentage above &

below) N/A

Joindén ®\ Q\Y ' . %v

Sample,Copy of Preposal Letter Exhibit A-3

List of Interest Owners (ie¥Exhubit A of JOA) Exhibit A-2
Chronology of Contact with"Non-Joined Working Interests Exhibit A-4
Overhead Rates | Proposal Letter Exhibit A-3

Cost Estimate torBrill and Complete Exhibit A-3

Cost Estimate=to Equip Well Exhibit A-3

oSt LIR e o Production Facilities Exhibit A-3

Released to Tmaging: > AM

CASE NO. 25200
ORDER NO. R-23798 Page 7 of 8



Received by OCD: 3/6/2025 3:29:51 PM Page 10 of 64

Geology
Summary (including special considerations) Exhibit B
Spacing Unit Schematic Exhibit B-1
Gunbarrel/Lateral Trajectory Schematic Exhibit B-4, B-5
Well Orientation (with rationale) Exhibit B, B-1, B-3
Target Formation Exhibit B-2, B-4, B-5
HSU Cross Section Exhibit B-2, B-4, B-5
Depth Severance Discussion N/A
Forms, Figures and Tables ¢
c102 Exhibit A-1 N O,\ B
N4 .

Tracts Exhibit A-2 JO 41\6
Summary of Interests, Unit Recapitulation (Tracts) Exhibit A-2 n\ R ,.O
General Location Map (including basin) Exhibit A-2 ( V‘\ \)
Well Bore Location Map Exhibit A- l\ﬂBfB 3f'v Kv
Structure Contour Map - Subsea Depth Exhibit ﬂ \ y4 \V @
Cross Section Location Map (including wells) Exhibit B-2, B- ZMKS Kg
Cross Section (including Landing Zone) m\ B- zQ\J A
Additional Information a , O\‘

¢ o
Special Provisions/Stipulations 0.\ ‘\J. _ %
CERTIFICATION: | hereby certify that the informat@@b‘\ﬂded j?hecklii&(gnplete and accurate.
Printed Name (Attorney or Party Representati\@Q ) \ rin C
Signed Name (Attorney or Party Represenl:m N ¢ /S/Wavage
Date: y4 *v r\\' 5@\\5

T
. (\Q 5\\@ 600

Page 10 of 64
Released to Imaging: 3/7/2025 10:05:12 AM

CASE NO. 25200
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF APPLICATION FOR
COMPULSORY POOLING SUBMITTED BY CASE NO. 25201
WPX ENERGY PERMIAN, LLC ORDER NO. R-23799

ORDER

The Director of the New Mexico Oil Conservation Division (* @) havmg heardthis
matter through a Hearing Examiner on March 13, 2025, and after cg ering the testi
evidence, and recommendation of the Hearing and Technical Ex T
Order.

b

S, 1ssues the wing
\ o\’
FINDINGS OF FAQ‘E (l/ O

1. WPX Energy Permian, LLC (“Operatgt: % n ap ’\tfon (“Application”)
s

to compulsory pool the uncommlt  and 1nter 1th1n the spacing unit
(“Unit”) described in Exhibit A tor s b% nated the operator of the

Unit. @ %
2. Operator will dedicate t@k?(s) &med&(hlblt A (“Well(s)”) to the Unit.

3. Operator propos supe on k charges for the Well(s) described in
Exhibit A. Q/

4. Operator @wners@uncommltted interests in oil and gas minerals in
the Unj rov evi that notice was given.

9]

pph a‘?%n W q by the Hearing Examiner on the date specified above,
gd\u in presented evidence through affidavits in support of the
@ 101. No@ler party presented evidence at the hearing.

CONCLUSIONS OF LAW

6. O@has jurisdiction to issue this Order pursuant to NMSA 1978, Section 70-2-17.

2N

7. perator is the owner of an oil and gas working interest within the Unit.

8. Operator satisfied the notice requirements for the Application and the hearing as
required by 19.15.4.12 NMAC.

0. OCD satisfied the notice requirements for the hearing as required by 19.15.4.9

NMAC.

10.  Operator has the right to drill the Well(s) to a common source of supply at the



depth(s) and location(s) in the Unit described in Exhibit A.
11. The Unit contains separately owned uncommitted interests in oil and gas minerals.

12. Some of the owners of the uncommitted interests have not agreed to commit their
interests to the Unit.

13.  The pooling of uncommitted interests in the Unit will prevent waste and protect
correlative rights, including the drilling of unnecessary wells.

14. This Order affords to the owner of an uncommitted interest the opportunity to
produce his just and equitable share of the oil or gas in the po* N

ORDER Ké 6‘
15.  The uncommitted interests in the Unit are poole Qfo@a&?hlbé)
16.  The Unit shall be dedicated to the Well(s) (lﬁ F\Q.tblt A. @
17. Operator is designated as operator of @5 @e

18.  If the location of a well will be 1% odo der t s@cmg rules in effect at the
time of completion, Operator obtal "Ssapproval for a non-standard
location in accordance wit

19.  Ifthe Unitis a non-s@ @ al glg unit which has not been approved
under this Orde ator e OCD’s approval for a non-standard
horizontal spaci%mltl dan 19.15.16.15(B)(5) NMAC.

20.  The Ope %ll gﬁh}nence @9 ing the Well(s) within one year after the date of
i 1

and ch Well no later than one (1) year after the
mg\r'@f dI‘lUl\ eWell

all t ate automatically if the Operator fails to comply with the
parag@ unless the Operator requests an extension by notifying the
nd al%mes that required notice of the original compulsory pooling
applic o@ ordance with 19.15.4.12.B and 19.15.4.12.C NMAC. Upon no
objecti (% r twenty (20) days the extension is automatically granted up to one
yea protest is received the extension is not granted and the Operator must set

tl\;&hse for a hearing.

22. perator may propose reasonable deviations from the development plan via notice
to the OCD and all parties that required notice of the original compulsory pooling
application in accordance with 19.15.4.12.B and 19.15.4.12.C NMAC. Upon no
objection after twenty (20) days the deviation is automatically granted. If a protest
is received the deviation is not granted and the Operator must set the case for a
hearing.

CASE NO. 25201
ORDER NO. R-23799 Page 2 of 8




23.  The infill well requirements in 19.15.13.9 NMAC through 19.15.13.12 NMAC
shall be applicable.

24. Operator shall submit each owner of an uncommitted working interest in the pool
(“Pooled Working Interest”) an itemized schedule of estimated costs to drill,
complete, and equip the well ("Estimated Well Costs").

25.  No later than thirty (30) days after Operator submits the Estimated Well Costs, the
owner of a Pooled Working Interest shall elect whether to pay its share of the
Estimated Well Costs or its share of the actual costs to drill, complete and equip the
well (“Actual Well Costs”) out of production from the well. qwner of a Pooled
Working Interest who elects to pay its share of the Esti Well Costs &H
render payment to Operator no later than thirty (3 0) the explratlon
election period, and shall be liable for operating cos not I'lS cheg?zr the

well. An owner of a Pooled Working Interest f the
Estimated Well Costs or who elects to pay its % al W osts out of
production from the well shall be consid %\ on C@entlng Pooled
Working Interest.” \

26.  No later than one hundred elghty ( ays T Ope&bmits a Form C-105
for a well, Operator shall submif* ach er 0% led Working Interest an
itemized schedule of the Ac Well 'léa ctual Well Costs shall be

considered to be the Reaso We ts un n owner of a Pooled Working
Interest files a written o ty-five (45) days after receipt of
the schedule. If an r of king Interest files a timely written
objection, OCD te able Well Costs after public notice and
hearing.

27.  No later y@ days T the expiration of the period to file a written
j the @cﬁsﬂosts or OCD’s order determining the Reasonable

evenl 1, each owner of a Pooled Working Interest who paid
d Well Costs shall pay to Operator its share of the
ell that exceed the Estimated Well Costs, or Operator shall pay
owner 0@ ooled Working Interest who paid its share of the Estimated
sts 1t%are of the Estimated Well Costs that exceed the Reasonable Well

28. Th@onable charges for supervision to drill and produce a well (“Supervision

es”) shall not exceed the rates specified in Exhibit A, provided however that

rates shall be adjusted annually pursuant to the COPAS form entitled
Accounting Procedure-Joint Operations.”

29.  No later than within ninety (90) days after Operator submits a Form C-105 for a
well, Operator shall submit to each owner of a Pooled Working Interest an itemized
schedule of the reasonable charges for operating and maintaining the well
("Operating Charges"), provided however that Operating Charges shall not include

CASE NO. 25201
ORDER NO. R-23799 Page 3 of 8



30.

31.

32.

33.

34.

35.

4

36.

37.

the Reasonable Well Costs or Supervision Charges. The Operating Charges shall
be considered final unless an owner of a Pooled Working Interest files a written
objection no later than forty-five (45) days after receipt of the schedule. If an owner
of a Pooled Working Interest files a timely written objection, OCD shall determine
the Operating Charges after public notice and hearing.

Operator may withhold the following costs and charges from the share of
production due to each owner of a Pooled Working Interest who paid its share of
the Estimated Well Costs: (a) the proportionate share of the Supervision Charges;
and (b) the proportionate share of the Operating Charges.

Operator may withhold the following costs and charges rom the share of
production due to each owner of a Non-Consenting Pool orklng Interes a)
the proportionate share of the Reasonable Well Costs proportlonat e

of the Supervision and Operating Charges; and (c) thg: ge { the able
Well Costs specified as the charge for risk descr1 %\K

Operator shall distribute a proportionate sh x nd c es w1thheld
pursuant to the preceding paragraph to o klng\'t rest that paid its
share of the Estimated Well Costs.

Each year on the anniversary of %rder d no % an mnety (90) days after
each payout, Operator shal e to a Non-Consenting Pooled
Working Interest a sch of t Venu\ ributable to a well and the
Supervision and Operat&sts ed a@@‘t that revenue.

Any cost or cha is p@ou‘[ of uction shall be withheld only from the
share due to an led ing Interest. No cost or charge shall be
withheld fro er of a royalty interests. For the purpose of
this Ordc % minefalr interest shall consist of a seven-eighths (7/8)
workl rest on th (1/8) royalty interest.

E%& as rs(%ged Operator shall hold the revenue attributable to a well
that is burs any reason for the account of the person(s) entitled to the
as prov@) in the Oil and Gas Proceeds Payment Act, NMSA 1978,

S s 70- et seq., and relinquish such revenue as provided in the Uniform
Unclai erty Act, NMSA 1978, Sections 7-8A-1 et seq.

Th@ shall terminate if (a) the owners of all Pooled Working Interests reach a
v ﬁt& ary agreement; or (b) the well(s) drilled on the Unit are plugged and
.&ndoned in accordance with the applicable rules. Operator shall inform OCD no

@ater than thirty (30) days after such occurrence.

OCD retains jurisdiction of this matter for the entry of such orders as may be
deemed necessary.

CASE NO. 25201
ORDER NO. R-23799 Page 4 of 8



STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

. ' Date: 5/7/2025
GERASIMOS RAZATOS
DIRECTOR (Acting)
GR/jag
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Exhibit A

y 3:30:41 PM

COMPULSORY POOLING APPLICATION CHECKLIST

ALL INFORMATION IN THE APPLICATION MUST BE SUPPORTED BY SIGNED AFFIDAVITS

Case: 25201

APPLICANT"'S RESPONSE

Date: March 13, 2025 (Scheduled hearing)

Applicant

WPX ENERGY PERMIAN, LLC

Designated Operator & OGRID (affiliation if applicable)

WPX Energy Permian, LLC; 246289

Applicant's Counsel:

Darin C. Savage, Abadie & Schill, P.€.

Case Title:

APPLICATION OF WPX ENERGY PERMIAN, LLC FOR A
COMPULSORY POOLING, EDBKCEOUNTY, NEW MEXICO

Entries of Appearance/Intervenors:

N/A

Well Family

Frontier 33432 State Fed Com

Formation/Pool

MDA

Formation Name(s) or Vertical Extent:

Bonge'Spripg formatioh

Primary Product (QOil or Gas):

oit

Pooling this vertical extent:

Bone Spging farmation

Pool Name and Pool Code:

WC 015'G-04 S232628M: Bone Spring; Pool Code: [980!

Well Location Setback Rules:

Statewide Rules

Spacing Unit

QO

Type (Horizontal/Vertical)

Horizontel

Size (Acres)

320%cre, more or less

Building Blocks:

Quarter-Quarter Sections (40 Acre Blocks)

Orientation:

East to West

Description: TRS/County

S/2 N/2 of Sections 32 and 33, all in Township 23
South, Range 26 East, NMPM, Eddy County, New
Mexico

Standard Horizorta NWell Spacing, Uait (Y/N), 1§ NG,/describe and
is approval of nef-standard unit requesteddin this application?

Yes, Standard Spacing Unit

Othgyﬁi@ﬂ}ns ‘\Y j %v

DepthSeverance; YNNI yes, degeription No, N/A
Proximity Tracts: If yes, deScription No
Proximity Defining Well; if y&s, description No

Applicant's Ownership ‘i Each Tract

See Exhibit A-2, breakdown of ownership

Well(s) ‘~\~\J

Name & APl{iffassigned), surface and bottom hole location,
footages, completion target, orientation, completion status
(standard or non-standard)

Add wells as needed

Page 8 of 64

o Imag
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[ by OCD: 3/6/2025 3:30:41 PM Page 9 of 64

Well #1 Frontier 33-32 State Fed Com 222H Well (APl No. 30-
015-Pending),
SHL: Unit A, 930' FNL, 1,035' FEL, Section 33, T235-
R26E;
BHL: Unit E, 1,980' FNL, 20' FWL, Section 32, T23S-
R26E, NMPM; Eddy County, New Mexico, laydown,
Horizontal Well First and Last Take Points Frontier 33-32 State Fed Com 222H Well :
FTP: Unit H, 1,980" FNL, 100’ FEL, Section 33, T23S-
R26E
LTP: Unit E, 1,980" FNL, 100' FWL, Section 32, T235-
Completion Target (Formation, TVD and MD) Frontier 33-32 State Fed Com 222H Well :
TVD approx. 6,712°, TMD 16,712’; Bone Spring
formation,
Lol Coclailais A A 1 O D 1
4 <
AFE Capex and Operating Costs r\\
Drilling Supervision/Month $ $10,000, Exhibit A
Production Supervision/Month $ $1,000, Exhilfit &
Justification for Supervision Costs Exhibit 4
Requested Risk Charge 2009%, Bihildit A
hd >
Notice of Hearing <f\\ v Y U N\
Proposed Notice of Hearing Exhibit C, C-T
Proof of Mailed Notice of Hearing (20 days before hearing) Exhibit €-2
Proof of Published Notice of Hearing (10 days before heafing) ExhibitC-3
[3 N & > 4
Ownership Determination ,\\\ -\J .{\\'
Land Ownership Schematic of the Spacing Unit Exhibit A2
Tract List (including lease numbers and qwhetrs) ExhibitA-2
If approval of Non-Standard SpacingUnit isirequested, Tpact List
(including lease numbers and owners)efTracts subjectto notide
requirements. N/A
All uncommitted Wl owners; ORRI owners; and
Pooled Parties (including/gwnership.type) Record Title owners; including as shown on Exhibit A-2
Unlocatable Partigs ¥.be Pooled Exhibit A, Para. 12
Ownership Depth Severancel(including peréentage above &
below) N/A
- —
oingey O NS D
SampléCopy of Proposal Letten Exhibit A-3
List of Interest Owners (ig¥Exhibit A of JOA) Exhibit A-2
Chronology of Contact with" Non-Joined Working Interests Exhibit A-4
Overhead Rates |fi Proposal Letter Exhibit A-3
Cost Estimate,to Drill and Complete Exhibit A-3
Cost Estimaté&to Equip Well Exhibit A-3
Page 9 of 64 ] s o
. |Cost Estimate for Production Fagjlities Exhibit A-3
Relteased-foA 1t AL A B O T 2 N E

CASE NO. 25201
ORDER NO. R-23799 Page 7 of 8



Received by OCD: 3/6/2025 3:30:41 PM

Page 10 of 64

Geology

Summary (including special considerations) Exhibit B
Spacing Unit Schematic Exhibit B-1, B-3
Gunbarrel/Lateral Trajectory Schematic Exhibit B-4, B-5

Well Orientation (with rationale)

Exhibit B, B-1, B-3

Target Formation

Exhibit B-2, B-4, B-5

HSU Cross Section

Exhibit B-2, B-4, B-5

Depth Severance Discussion N/A
Forms, Figures and Tables ¢
\ o)
C-102 Exhibit A-1 N O,
Tracts Exhibit A-2 N
Summary of Interests, Unit Recapitulation (Tracts) Exhibit A-2 \ . _ ,.O
4 )
General Location Map (including basin) Exhibit A-2 f'\v ‘\)

Well Bore Location Map

Exhibit A- 1@3'/3 3{'

Structure Contour Map - Subsea Depth

bt €1) \ \V

Cross Section Location Map (including wells)

Exhibit }VBZIE«S‘

;@@

Cross Section {including Landing Zone)

%\B zj&v

Additional Information

\
P>

Special Provisions/Stipulations

o\

o) %O\‘

N4
CERTIFICATION: | hereby certify that the informatio’ vided i

hecklis&(anplete and accurate.

Printed Name (Attorney or Party Representatiy, rin C. e
-
Signed Name (Attorney or Party Representafiye)* /s/ avage

Date:

P

5-Mar25

Page 10 of 64
Released to Imaging: 3/7/2025 10:05:29 AM
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF APPLICATION FOR
COMPULSORY POOLING SUBMITTED BY CASE NO. 25202
WPX ENERGY PERMIAN, LLC ORDER NO. R-23800

ORDER

The Director of the New Mexico Oil Conservation Division (* @) havmg heardthis
matter through a Hearing Examiner on March 13, 2025, and after cg ering the testi
evidence, and recommendation of the Hearing and Technical Ex T
Order.

b

S, 1ssues the wing
\ o\’
FINDINGS OF FAQ‘E (l/ O

1. WPX Energy Permian, LLC (“Operatgt: % n ap ’\tfon (“Application”)
s

to compulsory pool the uncommlt  and 1nter 1th1n the spacing unit
(“Unit”) described in Exhibit A tor s b% nated the operator of the

Unit. @ %
2. Operator will dedicate t@k?(s) &med&(hlblt A (“Well(s)”) to the Unit.

3. Operator propos supe on k charges for the Well(s) described in
Exhibit A. Q/

4. Operator @wners@uncommltted interests in oil and gas minerals in
the Unj rov evi that notice was given.

9]

pph a‘?%n W q by the Hearing Examiner on the date specified above,
gd\u in presented evidence through affidavits in support of the
@ 101. No@ler party presented evidence at the hearing.

CONCLUSIONS OF LAW

6. O@has jurisdiction to issue this Order pursuant to NMSA 1978, Section 70-2-17.

2N

7. perator is the owner of an oil and gas working interest within the Unit.

8. Operator satisfied the notice requirements for the Application and the hearing as
required by 19.15.4.12 NMAC.

0. OCD satisfied the notice requirements for the hearing as required by 19.15.4.9

NMAC.

10.  Operator has the right to drill the Well(s) to a common source of supply at the



depth(s) and location(s) in the Unit described in Exhibit A.
11. The Unit contains separately owned uncommitted interests in oil and gas minerals.

12. Some of the owners of the uncommitted interests have not agreed to commit their
interests to the Unit.

13.  The pooling of uncommitted interests in the Unit will prevent waste and protect
correlative rights, including the drilling of unnecessary wells.

14. This Order affords to the owner of an uncommitted interest the opportunity to
produce his just and equitable share of the oil or gas in the po* N

ORDER Ké 6‘
15.  The uncommitted interests in the Unit are poole Qfo@a&?hlbé)
16.  The Unit shall be dedicated to the Well(s) (lﬁ F\Q.tblt A. @
17. Operator is designated as operator of @5 @e

18.  If the location of a well will be 1% odo der t s@cmg rules in effect at the
time of completion, Operator obtal "Ssapproval for a non-standard
location in accordance wit

19.  Ifthe Unitis a non-s@ @ al glg unit which has not been approved
under this Orde ator e OCD’s approval for a non-standard
horizontal spaci%mltl dan 19.15.16.15(B)(5) NMAC.

20.  The Ope %ll gﬁh}nence @9 ing the Well(s) within one year after the date of
i 1

and ch Well no later than one (1) year after the
mg\r'@f dI‘lUl\ eWell

all t ate automatically if the Operator fails to comply with the
parag@ unless the Operator requests an extension by notifying the
nd al%mes that required notice of the original compulsory pooling
applic o@ ordance with 19.15.4.12.B and 19.15.4.12.C NMAC. Upon no
objecti (% r twenty (20) days the extension is automatically granted up to one
yea protest is received the extension is not granted and the Operator must set

tl\;&hse for a hearing.

22. perator may propose reasonable deviations from the development plan via notice
to the OCD and all parties that required notice of the original compulsory pooling
application in accordance with 19.15.4.12.B and 19.15.4.12.C NMAC. Upon no
objection after twenty (20) days the deviation is automatically granted. If a protest
is received the deviation is not granted and the Operator must set the case for a
hearing.

CASE NO. 25202
ORDER NO. R-23800 Page 2 of 8




23.  The infill well requirements in 19.15.13.9 NMAC through 19.15.13.12 NMAC
shall be applicable.

24. Operator shall submit each owner of an uncommitted working interest in the pool
(“Pooled Working Interest”) an itemized schedule of estimated costs to drill,
complete, and equip the well ("Estimated Well Costs").

25.  No later than thirty (30) days after Operator submits the Estimated Well Costs, the
owner of a Pooled Working Interest shall elect whether to pay its share of the
Estimated Well Costs or its share of the actual costs to drill, complete and equip the
well (“Actual Well Costs”) out of production from the well. qwner of a Pooled
Working Interest who elects to pay its share of the Esti Well Costs &H
render payment to Operator no later than thirty (3 0) the explratlon
election period, and shall be liable for operating cos not I'lS cheg?zr the

well. An owner of a Pooled Working Interest f the
Estimated Well Costs or who elects to pay its % al W osts out of
production from the well shall be consid %\ on C@entlng Pooled
Working Interest.” \

26.  No later than one hundred elghty ( ays T Ope&bmits a Form C-105
for a well, Operator shall submif* ach er 0% led Working Interest an
itemized schedule of the Ac Well 'léa ctual Well Costs shall be

considered to be the Reaso We ts un n owner of a Pooled Working
Interest files a written o ty-five (45) days after receipt of
the schedule. If an r of king Interest files a timely written
objection, OCD te able Well Costs after public notice and
hearing.

27.  No later y@ days T the expiration of the period to file a written
j the @cﬁsﬂosts or OCD’s order determining the Reasonable

evenl 1, each owner of a Pooled Working Interest who paid
d Well Costs shall pay to Operator its share of the
ell that exceed the Estimated Well Costs, or Operator shall pay
owner 0@ ooled Working Interest who paid its share of the Estimated
sts 1t%are of the Estimated Well Costs that exceed the Reasonable Well

28. Th@onable charges for supervision to drill and produce a well (“Supervision

es”) shall not exceed the rates specified in Exhibit A, provided however that

rates shall be adjusted annually pursuant to the COPAS form entitled
Accounting Procedure-Joint Operations.”

29.  No later than within ninety (90) days after Operator submits a Form C-105 for a
well, Operator shall submit to each owner of a Pooled Working Interest an itemized
schedule of the reasonable charges for operating and maintaining the well
("Operating Charges"), provided however that Operating Charges shall not include

CASE NO. 25202
ORDER NO. R-23800 Page 3 of 8



30.

31.

32.

33.

34.

35.

4

36.

37.

the Reasonable Well Costs or Supervision Charges. The Operating Charges shall
be considered final unless an owner of a Pooled Working Interest files a written
objection no later than forty-five (45) days after receipt of the schedule. If an owner
of a Pooled Working Interest files a timely written objection, OCD shall determine
the Operating Charges after public notice and hearing.

Operator may withhold the following costs and charges from the share of
production due to each owner of a Pooled Working Interest who paid its share of
the Estimated Well Costs: (a) the proportionate share of the Supervision Charges;
and (b) the proportionate share of the Operating Charges.

Operator may withhold the following costs and charges rom the share of
production due to each owner of a Non-Consenting Pool orklng Interes a)
the proportionate share of the Reasonable Well Costs proportlonat e

of the Supervision and Operating Charges; and (c) thg: ge { the able
Well Costs specified as the charge for risk descr1 %\K

Operator shall distribute a proportionate sh x nd c es w1thheld
pursuant to the preceding paragraph to o klng\'t rest that paid its
share of the Estimated Well Costs.

Each year on the anniversary of %rder d no % an mnety (90) days after
each payout, Operator shal e to a Non-Consenting Pooled
Working Interest a sch of t Venu\ ributable to a well and the
Supervision and Operat&sts ed a@@‘t that revenue.

Any cost or cha is p@ou‘[ of uction shall be withheld only from the
share due to an led ing Interest. No cost or charge shall be
withheld fro er of a royalty interests. For the purpose of
this Ordc % minefalr interest shall consist of a seven-eighths (7/8)
workl rest on th (1/8) royalty interest.

E%& as rs(%ged Operator shall hold the revenue attributable to a well
that is burs any reason for the account of the person(s) entitled to the
as prov@) in the Oil and Gas Proceeds Payment Act, NMSA 1978,

S s 70- et seq., and relinquish such revenue as provided in the Uniform
Unclai erty Act, NMSA 1978, Sections 7-8A-1 et seq.

Th@ shall terminate if (a) the owners of all Pooled Working Interests reach a
v ﬁt& ary agreement; or (b) the well(s) drilled on the Unit are plugged and
.&ndoned in accordance with the applicable rules. Operator shall inform OCD no

@ater than thirty (30) days after such occurrence.

OCD retains jurisdiction of this matter for the entry of such orders as may be
deemed necessary.

CASE NO. 25202
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STATE OF NEW MEXICO

OIL CONSERVATION DIVISION
’ 5 Date: 5/7/2025

GERASIMOS RAZATOS
DIRECTOR (Acting)
GR/jag
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Exhibit A

COMPULSORY POOLING APPLICATION CHECKLIST

ALL INFORMATION IN THE APPLICATION MUST BE SUPPORTED BY SIGNED AFFIDAVITS
Case: 25202 APPLICANT'S RESPONSE
Date: March 13, 2025 (Scheduled hearing)

Applicant WPX ENERGY PERMIAN, LLC

Designated Operator & OGRID (affiliation if applicable) WPX Energy Permian, LLC; 246289

Applicant's Counsel: Darin C. Savage, Abadie & Schill, P.E.

Case Title: APPLICATION OF WPX ENERGY PERMIAN, LLC FOR A

COMPULSORY POOLING, EDPWCEOUNTY, NEW MEXICO

Entries of Appearance/Intervenors: N/A

Well Family Frontier 33432 State Fed Com

Formation/Pool Aq ,\ - /‘\V \A@

Formation Name(s) or Vertical Extent: Bone*Spripg formatich

Primary Product (Oil or Gas): Qif

Pooling this vertical extent: Bone Spging farmation

Pool Name and Pool Code: WC 015'G-04 S2326Z8M;: Bone Spring; Pool Code: [980!
Well Location Setback Rules: Statewitle Rules!

Spacing Unit ,(\\\ (\n)- Ao\'

Type (Horizontal/Vertical) Horizontal

Size (Acres) 320%cre, more or less

Building Blocks: Quarter-Quarter Sections (40 Acre Blocks)

Orientation: East to West

Description: TRS/County N/2 S/2 of Sections 32 and 33, all in Township 23
South, Range 26 East, NMPM, Eddy County, New
Mexico

Standard Horizorta NVell Spacing Unit (Y/N), KNG, describe and |Yes, Standard Spacing Unit
is approval of neh-standard Unit requestediin this application?

Othw@}ns ~\\< i %v

DepthSeverance, YNNI yes, defcription No, N/A

Proximity Tracts: If yes, deseription No

Proximity Defining Well; ¥ y£s, description No

Applicant's Ownegship i Each Tract See Exhibit A-2, breakdown of ownership
A4

Well(s) =

Name & APldiflassigned), surface and bottom hole location, Add wells as needed

footages, completion target, orientation, completion status
(standard or non-standard)

Page 8 of 63
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Well #1 Frontier 33-32 State Fed Com 223H Well (API No. 30-
015-Pending),

SHL: Unit I, 1,390' FSL, 259" FEL, Section 33, T23S-
R26E;

BHL: UnitL, 1,980 FSL, 20' FWL, Section 32,T23s-

R26FE. NMPM: Eddv County
Horizontal Well First and Last Take Points Frontier 33-32 State Fed Com 223H Well :

FTP: Unit |, 1,980’ FSL, 100" FEL, Section 33, T235-R26E
LTP: Unit L, 1,980 FSL, 100' FWL, Section 32, T23S-

R26E
Completion Target (Formation, TVD and MD) Frontier 33-32 State Fed Com 223H Well :

TVD approx. 6,700°, TMD 16,700’; Bone Spring

formation,

ol FCaclailais A A 4 O D D
AFE Capex and Operating Costs ,-\( -~ =\
Drilling Supervision/Month § $10,000, Exhibit A
Production Supervision/Month $ $1,000, ExhibitA
Justification for Supervision Costs Exhibit A
Requested Risk Charge 200% Bxhibit A

N e N
Notice of Hearing Ve \ V _ ‘ §\ ~ \'
Proposed Notice of Hearing Exhibit C, C:1
Proof of Mailed Notice of Hearing (20 days before hearing) Exhibit =2
Proof of Published Notice of Hearing (10 days before hedrifig) ExhiRit'@-3
N Nt

Ownership Determination ’\0 ,-\(_0 A\‘?
Land Ownership Schematic of the Spacing Unit Exhibit A#2
Tract List {including lease numbers and owners) Exhibit As2
If approval of Non-Standard Spacing Whitisrequested;fract List
(including lease numbers and ownersj{of Fracts subjectgto notice
requirements. N/A

All uncommitted Wl owners; ORRI owners; and
Pooled Parties (includipgewnership type) Record Title owners; including as shown on Exhibit A-2
Unlocatable Parties{to’he Pooled Exhibit A, Para. 12
Ownership Depth’Severancd (incliding peggentage above &
below) N/A

. '\ y NJ

winges @ AN &
Sample Copy of Proposal Letter Exhibit A-3
List of Interest Owners (ie,Exhibit A of JOA) Exhibit A-2
Chronology of Contactwith/Non-Joined Working Interests Exhibit A-4
Overhead Rates Ip-PrgpGsal Letter Exhibit A-3
Cost Estimate«4a.Drill and Complete Exhibit A-3
Cost Estimaté_fo Equip Well Exhibit A-3
Cost&Egeimatdfor Productlon Facilities Exhibit A-3

Released to Imaging: 3/7/2025 10:05:47 AM
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Received by OCD: 3/6/2025 3:34:54 PM

Page 10 of 63

Geology

Summary (including special considerations)

Exhibit B

Spacing Unit Schematic

Exhibit B-1, B-3

Gunbarrel/Lateral Trajectory Schematic

Exhibit B-4, B-5

Well Orientation (with rationale)

Exhibit B, B-1, B-3

Target Formation

Exhibit B-2, B-4, B-5

HSU Cross Section

Exhibit B-2, B-4, B-5

Depth Severance Discussion N/A
Forms, Figures and Tables ¢
A
c-102 Exhibit A-1 NS
~
Tracts Exhibit A-2 ‘0
Summary of Interests, Unit Recapitulation (Tracts) Exhibit A-2 S . N ,.O
g M)
General Location Map (including basin) Exhibit A-2 f'\v \)

Well Bore Location Map

Q
Exhibit A- l\ﬂB'Z}B 3 &v

Structure Contour Map - Subsea Depth

Exhibit ﬂ \

Z

Cross Section Location Map (including wells) Exhibit B;2, B-Z,E—\KS \.
Cross Section (including Landing Zone) mx B- Zlﬂv A
Additional Information N O\‘

(2 u,
Special Provisions/Stipulations 0.\

&
CERTIFICATION: | hereby certify that the informatiq@vided

\J’
jﬁckliﬁ@nplete and accurate.

Printed Name (Attorney or Party Representati

=

'Jrln C. }&

Signed Name (Attorney or Party Represent

QO

/s/ Wavage

Date:

A\

5Mar-25

Page 10 of 63
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF APPLICATION FOR
COMPULSORY POOLING SUBMITTED BY CASE NO. 25203
WPX ENERGY PERMIAN, LLC ORDER NO. R-23801

ORDER

The Director of the New Mexico Oil Conservation Division (* @) havmg heardthis
matter through a Hearing Examiner on March 13, 2025, and after cg ering the testi
evidence, and recommendation of the Hearing and Technical Ex T
Order.

b

S, 1ssues the wing
\ o\’
FINDINGS OF FAQ‘E (l/ O

1. WPX Energy Permian, LLC (“Operatgt: % n ap ’\tfon (“Application”)
s

to compulsory pool the uncommlt  and 1nter 1th1n the spacing unit
(“Unit”) described in Exhibit A tor s b% nated the operator of the

Unit. @ %
2. Operator will dedicate t@k?(s) &med&(hlblt A (“Well(s)”) to the Unit.

3. Operator propos supe on k charges for the Well(s) described in
Exhibit A. Q/

4. Operator @wners@uncommltted interests in oil and gas minerals in
the Unj rov evi that notice was given.

9]

pph a‘?%n W q by the Hearing Examiner on the date specified above,
gd\u in presented evidence through affidavits in support of the
@ 101. No@ler party presented evidence at the hearing.

CONCLUSIONS OF LAW

6. O@has jurisdiction to issue this Order pursuant to NMSA 1978, Section 70-2-17.

2N

7. perator is the owner of an oil and gas working interest within the Unit.

8. Operator satisfied the notice requirements for the Application and the hearing as
required by 19.15.4.12 NMAC.

0. OCD satisfied the notice requirements for the hearing as required by 19.15.4.9

NMAC.

10.  Operator has the right to drill the Well(s) to a common source of supply at the



depth(s) and location(s) in the Unit described in Exhibit A.
11. The Unit contains separately owned uncommitted interests in oil and gas minerals.

12. Some of the owners of the uncommitted interests have not agreed to commit their
interests to the Unit.

13.  The pooling of uncommitted interests in the Unit will prevent waste and protect
correlative rights, including the drilling of unnecessary wells.

14. This Order affords to the owner of an uncommitted interest the opportunity to
produce his just and equitable share of the oil or gas in the po* N

ORDER Ké 6‘
15.  The uncommitted interests in the Unit are poole Qfo@a&?hlbé)
16.  The Unit shall be dedicated to the Well(s) (lﬁ F\Q.tblt A. @
17. Operator is designated as operator of @5 @e

18.  If the location of a well will be 1% odo der t s@cmg rules in effect at the
time of completion, Operator obtal "Ssapproval for a non-standard
location in accordance wit

19.  Ifthe Unitis a non-s@ @ al glg unit which has not been approved
under this Orde ator e OCD’s approval for a non-standard
horizontal spaci%mltl dan 19.15.16.15(B)(5) NMAC.

20.  The Ope %ll gﬁh}nence @9 ing the Well(s) within one year after the date of
i 1

and ch Well no later than one (1) year after the
mg\r'@f dI‘lUl\ eWell

all t ate automatically if the Operator fails to comply with the
parag@ unless the Operator requests an extension by notifying the
nd al%mes that required notice of the original compulsory pooling
applic o@ ordance with 19.15.4.12.B and 19.15.4.12.C NMAC. Upon no
objecti (% r twenty (20) days the extension is automatically granted up to one
yea protest is received the extension is not granted and the Operator must set

tl\;&hse for a hearing.

22. perator may propose reasonable deviations from the development plan via notice
to the OCD and all parties that required notice of the original compulsory pooling
application in accordance with 19.15.4.12.B and 19.15.4.12.C NMAC. Upon no
objection after twenty (20) days the deviation is automatically granted. If a protest
is received the deviation is not granted and the Operator must set the case for a
hearing.
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23.  The infill well requirements in 19.15.13.9 NMAC through 19.15.13.12 NMAC
shall be applicable.

24. Operator shall submit each owner of an uncommitted working interest in the pool
(“Pooled Working Interest”) an itemized schedule of estimated costs to drill,
complete, and equip the well ("Estimated Well Costs").

25.  No later than thirty (30) days after Operator submits the Estimated Well Costs, the
owner of a Pooled Working Interest shall elect whether to pay its share of the
Estimated Well Costs or its share of the actual costs to drill, complete and equip the
well (“Actual Well Costs”) out of production from the well. qwner of a Pooled
Working Interest who elects to pay its share of the Esti Well Costs &H
render payment to Operator no later than thirty (3 0) the explratlon
election period, and shall be liable for operating cos not I'lS cheg?zr the

well. An owner of a Pooled Working Interest f the
Estimated Well Costs or who elects to pay its % al W osts out of
production from the well shall be consid %\ on C@entlng Pooled
Working Interest.” \

26.  No later than one hundred elghty ( ays T Ope&bmits a Form C-105
for a well, Operator shall submif* ach er 0% led Working Interest an
itemized schedule of the Ac Well 'léa ctual Well Costs shall be

considered to be the Reaso We ts un n owner of a Pooled Working
Interest files a written o ty-five (45) days after receipt of
the schedule. If an r of king Interest files a timely written
objection, OCD te able Well Costs after public notice and
hearing.

27.  No later y@ days T the expiration of the period to file a written
j the @cﬁsﬂosts or OCD’s order determining the Reasonable

evenl 1, each owner of a Pooled Working Interest who paid
d Well Costs shall pay to Operator its share of the
ell that exceed the Estimated Well Costs, or Operator shall pay
owner 0@ ooled Working Interest who paid its share of the Estimated
sts 1t%are of the Estimated Well Costs that exceed the Reasonable Well

28. Th@onable charges for supervision to drill and produce a well (“Supervision

es”) shall not exceed the rates specified in Exhibit A, provided however that

rates shall be adjusted annually pursuant to the COPAS form entitled
Accounting Procedure-Joint Operations.”

29.  No later than within ninety (90) days after Operator submits a Form C-105 for a
well, Operator shall submit to each owner of a Pooled Working Interest an itemized
schedule of the reasonable charges for operating and maintaining the well
("Operating Charges"), provided however that Operating Charges shall not include

CASE NO. 25203
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30.

31.

32.

33.

34.

35.

4

36.

37.

the Reasonable Well Costs or Supervision Charges. The Operating Charges shall
be considered final unless an owner of a Pooled Working Interest files a written
objection no later than forty-five (45) days after receipt of the schedule. If an owner
of a Pooled Working Interest files a timely written objection, OCD shall determine
the Operating Charges after public notice and hearing.

Operator may withhold the following costs and charges from the share of
production due to each owner of a Pooled Working Interest who paid its share of
the Estimated Well Costs: (a) the proportionate share of the Supervision Charges;
and (b) the proportionate share of the Operating Charges.

Operator may withhold the following costs and charges rom the share of
production due to each owner of a Non-Consenting Pool orklng Interes a)
the proportionate share of the Reasonable Well Costs proportlonat e

of the Supervision and Operating Charges; and (c) thg: ge { the able
Well Costs specified as the charge for risk descr1 %\K

Operator shall distribute a proportionate sh x nd c es w1thheld
pursuant to the preceding paragraph to o klng\'t rest that paid its
share of the Estimated Well Costs.

Each year on the anniversary of %rder d no % an mnety (90) days after
each payout, Operator shal e to a Non-Consenting Pooled
Working Interest a sch of t Venu\ ributable to a well and the
Supervision and Operat&sts ed a@@‘t that revenue.

Any cost or cha is p@ou‘[ of uction shall be withheld only from the
share due to an led ing Interest. No cost or charge shall be
withheld fro er of a royalty interests. For the purpose of
this Ordc % minefalr interest shall consist of a seven-eighths (7/8)
workl rest on th (1/8) royalty interest.

E%& as rs(%ged Operator shall hold the revenue attributable to a well
that is burs any reason for the account of the person(s) entitled to the
as prov@) in the Oil and Gas Proceeds Payment Act, NMSA 1978,

S s 70- et seq., and relinquish such revenue as provided in the Uniform
Unclai erty Act, NMSA 1978, Sections 7-8A-1 et seq.

Th@ shall terminate if (a) the owners of all Pooled Working Interests reach a
v ﬁt& ary agreement; or (b) the well(s) drilled on the Unit are plugged and
.&ndoned in accordance with the applicable rules. Operator shall inform OCD no

@ater than thirty (30) days after such occurrence.

OCD retains jurisdiction of this matter for the entry of such orders as may be
deemed necessary.
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STATE OF NEW MEXICO

OIL CONSERVATION DIVISION
’ 5 Date: 5/7/2025

GERASIMOS RAZATOS
DIRECTOR (Acting)
GR/jag
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Exhibit A

COMPULSORY POOLING APPLICATION CHECKLIST

ALL INFORMATION IN THE APPLICATION MUST BE SUPPORTED BY SIGNED AFFIDAVITS
Case: 25203 APPLICANT'S RESPONSE
Date: March 13, 2025 (Scheduled hearing)

Applicant WPX ENERGY PERMIAN, LLC

Designated Operator & OGRID (affiliation if applicable) WPX Energy Permian, LLC; 246289

Applicant's Counsel: Darin C. Savage, Abadie & Schill, P.E.

Case Title: APPLICATION OF WPX ENERGY PERMIAN, LLC FOR A

COMPULSORY POOLING, EDPWCEOUNTY, NEW MEXICO

Entries of Appearance/Intervenors: N/A

Well Family Frontier 33432 State Fed Com

Formation/Pool Aq ,\ - /‘\V \A@

Formation Name(s) or Vertical Extent: Bone*Spripg formatich

Primary Product (Oil or Gas): Qif

Pooling this vertical extent: Bone Spging farmation

Pool Name and Pool Code: WC 015'G-04 S2326Z8M;: Bone Spring; Pool Code: [980!
Well Location Setback Rules: Statewitle Rules!

Spacing Unit ,(\\\ (\n)- Ao\'

Type (Horizontal/Vertical) Horizontal

Size (Acres) 320%cre, more or less

Building Blocks: Quarter-Quarter Sections (40 Acre Blocks)

Orientation: East to West

Description: TRS/County S/2 S/2 of Sections 32 and 33, all in Township 23
South, Range 26 East, NMPM, Eddy County, New
Mexico

Standard Horizorta NVell Spacing Unit (Y/N), KNG, describe and |Yes, Standard Spacing Unit
is approval of neh-standard Unit requestediin this application?

Othw@}ns ~\\< i %v

DepthSeverance, YNNI yes, defcription No, N/A

Proximity Tracts: If yes, deseription No

Proximity Defining Well; ¥ y£s, description No

Applicant's Ownegship i Each Tract See Exhibit A-2, breakdown of ownership
A4

Well(s) =

Name & APldiflassigned), surface and bottom hole location, Add wells as needed

footages, completion target, orientation, completion status
(standard or non-standard)

Page 8 of 63
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Well #1 Frontier 33-32 State Fed Com 224H Well (API No. 30-
015-Pending),

SHL: Unit I, 1,330' FSL, 259" FEL, Section 33, T23S-
R26E;

BHL: Unit M, 660' FSL, 20' FWL, Section 32, T23S-R26E,

NMPM: Eddv County. New i
Horizontal Well First and Last Take Points Frontier 33-32 State Fed Com 224H Well :

FTP: Unit P, 660" FSL, 100" FEL, Section 33, T235-R26E
LTP: Unit M, 660' FSL, 100" FWL, Section 32, T235-R26E

Completion Target (Formation, TVD and MD) Frontier 33-32 State Fed Com 224H Well :

TVD approx. 6,700°, TMD 16,700’; Bone Spring

formation,

ol FCaclailais A A 4 O D D
AFE Capex and Operating Costs ,-\(U =\
Drilling Supervision/Month § $10,000, Exhibit A
Production Supervision/Month $ $1,000, ExhibitA
Justification for Supervision Costs Exhibit A
Requested Risk Charge 200% Bxhibit A

N e N
Notice of Hearing Ve \ V _ ‘ §\ ~ \'
Proposed Notice of Hearing Exhibit C, C:1
Proof of Mailed Notice of Hearing (20 days before hearing) Exhibit =2
Proof of Published Notice of Hearing (10 days before hedrifig) ExhiRit'@-3
N o

Ownership Determination ’\0 ,-\(_0 A\‘?
Land Ownership Schematic of the Spacing Unit Exhibit A#2
Tract List {including lease numbers and owners) Exhibit As2
If approval of Non-Standard Spacing Whitisrequested;fract List
(including lease numbers and ownersj{of Fracts subjectgto notice
requirements. N/A

All uncommitted Wl owners; ORRI owners; and
Pooled Parties (includipgewnership type) Record Title owners; including as shown on Exhibit A-2
Unlocatable Parties{to’he Pooled Exhibit A, Para. 12
Ownership Depth’Severancd (incliding peggentage above &
below) N/A

. '\ y NJ

winges @ AN &
Sample Copy of Proposal Letter Exhibit A-3
List of Interest Owners (ie,Bxhibit A of JOA) Exhibit A-2
Chronology of Contactwith/Non-Joined Working Interests Exhibit A-4
Overhead Rates Ip-PrgpGsal Letter Exhibit A-3
Cost Estimate«4a.Drill and Complete Exhibit A-3
Cost Estimaté_fo Equip Well Exhibit A-3

Cost&stimatéfor Production Facilities Exhibit A-3

Released to Imaging: 3/7/2025 10:06:05 AM
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Received by OCD: 3/6/2025 3:35:36 PM

Page 10 of 63

Geology

Summary (including special considerations)

Exhibit B

Spacing Unit Schematic

Exhibit B-1, B-3

Gunbarrel/Lateral Trajectory Schematic

Exhibit B-4, B-5

Well Orientation (with rationale)

Exhibit B, B-1, B-3

Target Formation

Exhibit B-2, B-4, B-5

HSU Cross Section

Exhibit B-2, B-4, B-5

Depth Severance Discussion N/A
Forms, Figures and Tables ¢
A
c-102 Exhibit A-1 NS
~
Tracts Exhibit A-2 ‘0
Summary of Interests, Unit Recapitulation (Tracts) Exhibit A-2 S . N ,.O
g M)
General Location Map (including basin) Exhibit A-2 f'\v \)

Well Bore Location Map

Q
Exhibit A- l\ﬂB'Z}B 3 &v

Structure Contour Map - Subsea Depth

Exhibit ﬂ \

Z

Cross Section Location Map (including wells) Exhibit B;2, B-Z,E—\KS \.
Cross Section (including Landing Zone) mx B- Zlﬂv A
Additional Information N O\‘

(2 u,
Special Provisions/Stipulations 0.\

&
CERTIFICATION: | hereby certify that the informatiq@vided

\J’
jﬁckliﬁ@nplete and accurate.

Printed Name (Attorney or Party Representati

=

'Jrln C. }&

Signed Name (Attorney or Party Represent

QO

/s/ Wavage

Date:

A\

6Mar-25
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