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STATE OF NEW MEXI CO

ENERGY, M NERALS AND NATURAL RESOURCES DEPARTMENT

O L CONSERVATI ON DI VI SI ON
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Heari ng Exam ner Gregory A. Chakalian
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25205
DATE: Tuesday, April 29, 2025
Tl ME: 8:51 a.m
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PROCEEDI NGS

THE HEARI NG OFFI CER: Good norning. It
is April 29, 2025. This is a special docket of the
O | Conservation Division. W are here to begin
contested hearings in case nunbers 25123, 25124.
These are applications of -- for approval, spacing
unit and conpul sory pooling. W also have WPX Ener gy
Perm an, LLC, for conpul sory pooling, case nunbers
25204 and 25205.

Entries of appearance, please.

MR. SUAZO. Good norning, M. Exam ner.
M guel Suazo, Beatty & Wbzni ak, joined today by ny
col | eagues, Janes P. Parrot and Jacob Everhart, here
on behalf of 3R Operating LLC

THE HEARI NG OFFI CER:  Good nor ni ng.

MR. SAVAGE: Good norning, M. Hearing
Exam ner. Good norning, M. Technical Exam ner.
Darin Savage with the Santa Fe office of Abadie &
Schill appearing on behalf of WX Energy Perm an, LLC.

THE HEARI NG OFFI CER: Do you have
co-counsel, M. Savage?

MR. SAVAGE: | do not.

THE HEARI NG OFFI CER: Ckay. All right.
And, M. Savage, as you brought up, we do have a

technical teamw th ne today. W have M. Andrew
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Fordyce,
Fordyce i

Exam ner.

you.

and we al so have M. John Garcia, but M.
s primary technical exam ner for today.
M. Fordyce, are you ready to proceed?
MR. FORDYCE: Yes, M. Hearing
| am

THE HEARI NG OFFI CER: Al l right. Thank

Ckay, let's deal with sone prelimnary

matters here. M. Savage, which w tnesses do you have

here on behal f of WPX?

present i

MR. SAVAGE: So the ones that are

n person are M. Bennett, the Landnman,

M. Joe Di xon, the geol ogist, and M. Keevin Barnes,

the reservoir engineer. And then online we have

M. Paul

engi neer,

Mell and, who is the operations facilities

and then we al so requested that M. Wmack

be considered as a rebuttal w tness.

engi neer.

THE HEARI NG OFFI CER: What's his field?
MR. SAVAGE: So he is a conpletion

THE HEARI NG OFFI CER:  Hold on. O

t hese five wi tnesses, who needs to be qualified as an

expert for the Division?

MR. SAVAGE: M. Paul Melland, the

operations facilities engineer. He has his resune
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available. And if you approve the rebuttal w tness,
M. Wonmack al so has his resunme avail abl e.

THE HEARI NG OFFI CER. Okay. Very good.

All right. M. Suazo, sanme question to
you.

MR. SUAZO:. Sure. So we have four
w tnesses. All of themare here in person. Let ne
run through the nanes. W have Brian Atwell, who's a
geologist. | believe only one of them has actually
been recogni zed as an expert by the Division.

THE HEARI NG OFFI CER: |Is that hinf

MR. SUAZO.  No.

THE HEARI NG OFFI CER:  Ckay.

MR. SUAZO. The | andman, Brian van
St averen, has been recogni zed as an expert.

THE HEARI NG OFFI CER:  What is his nane?

MR. SUAZO. Brian van Staveren.

THE HEARI NG OFFI CER: Van St aver en.
Thank you. Landman. And he has been qualifi ed.
Okay. Thank you.

MR. SUAZO.  Yes.

THE HEARI NG OFFI CER:  Who el se?

MR. SUAZO. And next, we have Jon
Slagle. He's a reservoir engineer.

THE HEARI NG OFFI CER: How do you say
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his name?

MR. SUAZO. Sl agle, S-L-A-GL-E

THE HEARI NG OFFI CER.  |'mjust trying
to wite it phonetically, and | didn't have a cl ue.
And what did you say his expertise is?

MR. SUAZO. Reservoir engineering.

THE HEARI NG OFFI CER: Okay. Thank you.

MR. SUAZO. And | ast, we have Tyl er
Lane, who's the operations manager for 3R

THE HEARI NG OFFI CER: Lane?

MR. SUAZO. L-A-N-E

THE HEARI NG OFFI CER: Lane. Yes, sir.
He's. He's the who?

MR. SUAZO. Operations manager.

Thank you. Ckay. So of the four
W t nesses that you have, one has been qualified -- no.
Yes. One has been qualified, and three have not. O
your five, we need to qualify two of the five. Okay.
Al right. | just wanted to figure out where we were
with the witnesses. And yours are all in person.

You have three in person, and two are
virtual ?

MR. SAVAGE: That's correct.

THE HEARI NG OFFI CER: Okay. Let's deal

wth the notions that have been filed as a prelimnary
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matter. The first notion that we received was
M. Savage's objection to sone of your exhibits, 3R
exhibits. At the tinme before you submtted a revised
heari ng packet, they were on page 33 through 36.

Whi ch exhi bit nunmbers were you
obj ecting to, M. Savage?

MR. SAVAGE: So there's three slides.
They're in the prelimnary matters, and they're the
ones -- the first one that we're nost concerned about
I's the one that goes through the seven factors.

THE HEARI NG OFFI CER: Right. Can
have an exhi bit nunber?

MR. SAVAGE: Yes. Yes. Let ne pull
t hat up.

THE HEARI NG OFFI CER: That's really al
| want right now.

MR. SAVAGE: Okay.

THE HEARI NG OFFI CER: Because | read
your notion, and | know why you're objecting.

MR. SAVAGE: Ckay. So 3R 000034 is the
Division's Factors Weigh in 3R s Favor is the first
one.

THE HEARI NG OFFI CER: And the next one?

MR. SAVAGE: The next one is 3R 000035.

THE HEARI NG OFFI CER: These are Bates
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nunbers, aren't they, M. Suazo?

MR. SUAZO. |'msorry?

THE HEARI NG OFFI CER: You Bates stanped
your exhibits?

MR. SUAZO.  Yes.

THE HEARI NG OFFI CER: So each page has
an identifying nunber.

MR. SUAZO. That's right.

THE HEARI NG OFFI CER: So nunber 34, 35,
and 367

MR. SAVAGE: Correct. And then, in
addition to that, we have -- sorry, excuse ne. In the
packet, page 55, and that's an exhibit called Land
Devel opment 3R Activity Versus WPX Lack of Activity.
That's page 55 in their original packet. And then a
slide titled Ridge Runner's Resources, Extensive New
Mexi co Track Record, and that is page 54.

THE HEARI NG OFFI CER: Okay. So in your
notion, you said it was pages 33 to 36. \What happened
to page 33?

MR. SAVAGE: In ny objections?

THE HEARI NG OFFI CER:  Yes. It's —-

MR. SAVAGE: Objections to exhibits
submtted by 3R Operating LLC?

THE HEARI NG OFFI CER: Yes. Paragraph
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one, "WPX objects to the adm ssion of the sequence
of " --

MR. SAVAGE: Right. That's the first
three slides --

THE HEARI NG OFFI CER:  Well, 33 to 36 is
four.

MR. SAVAGE: Well - okay. So that
I ncl udes the seven factors —-

THE HEARI NG OFFI CER:  Yes.

MR. SAVAGE: And that should include
the executive summary and the successful teamw th
proven track record. So it should be -- if it was
four, it should be three.

THE HEARI NG OFFI CER: Oh, | see.

MR. SAVAGE: There are three slides.
And there's a cover page in there, but --

THE HEARI NG OFFI CER: OCkay. All right.
That's -- and so now you're objecting to two nore
slides, and these slides were not in the origina
subm ssion; they appear in the revised subm ssion?

MR. SAVAGE: No. They were in the
ori ginal .

THE HEARI NG OFFI CER: Did you nention?

MR. SAVAGE: Yes. Yes.

THE HEARI NG OFFI CER:  You di d?
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MR. SAVAGE: Paragraph 7 and paragraph

THE HEARI NG OFFI CER: Okay. Let ne get
toit. | see now Ckay. Thank you. Okay. | read
t he grounds in which you objected to, and for the
record, I'mjust going to sunmarize what you are
objecting to is the |l ack of foundation, the |ack of
reliability. Utimtely, whether it's relevant or not
Is not the issue, it's that it's not reliable because
you don't know who said these things and what grounds
they stand on. |Is that right?

MR. SAVAGE: Except for the first one,
the seven factors. W feel that that is
actually -- it's a congloneration of various
statenents that should be by a nunber of experts, and
it's -- and it'd be sonething that you would see in a
closing statenent. So we think that should be
excluded. But the others, yes. You correctly
descri bed those.

THE HEARI NG OFFI CER: M. Suazo?

MR. SUAZO:. Sure. | nean, | think that
so as not to bel abor, you know, these slides, our
client operates as a team and these slides are
primarily for the, you know, background of the

Di vi sion, but any single witness can actually testify
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to the contents.

And the way that the slides are | abel ed
i n our presentation, it's very clear which wtness
suggest addresses which topic, and so | think it's
abundantly clear if you | ook at our exhibit packet
how, you know, we're thinking about this case and how
we're intending to present it. And so |I'd ask the
Division for sone leeway in terns of utilizing these
slides for purposes of our presentation. M. Savage
Is free to cross-exam ne any wtness on any one of
t hese slides, and, you know, if there's issues in that
respect, that's fine.

|"mnot really sure where you want to
start, if we want to start with the D vision seven
factors. | think those are clear. They've been
di vi sion precedent for over 20 years, and so that's
obviously a thenme that we've woven through our
presentation. They're not speaking to the |egal
concl usi ons about those, you know, about that
precedent, they're just explaining how their know edge
and experience tie into those factors, and | think
that's clear on the presentati on.

THE HEARI NG OFFI CER: VWhile | don't
di sagree with what you've said, | agree with

M. Savage that the slides thensel ves as evidence,
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t hey' ve been objected to, and so |'mgoing to sustain
the objection, and you're free to have your w tnesses
testify to all of this information, subject to
cross-exam nation, of course, but | do agree. So|I'm
going to go through each one and | ook at them
careful ly.

So the Division's Factors Weigh in 3R s
Favor. | wunderstand what you're saying is that you
are basically pulling fromyour witness's statenents
and sort of consolidating here. | do agree that this
is perfect for a closing argunent. And we're going to
tal k about post-hearing subm ssions at sone point soon
and the page limts and what we want to see as a
division in the closing, in the post-hearing
subm ssions. But as a evidentiary slide, | agree with
M. Savage, so I'mgoing to ask you to renove your
Bat es nunmber 34 for your final subm ssion, your final
heari ng packet.

MR. SUAZO.  Ckay.

THE HEARI NG OFFI CER:  Your executive
sunmary, it's the sane thing. These statenents,
they're com ng maybe from ot her parts of your
presentation, but | don't know who's actual ly making
t hese statenents besi des nmaybe yourself. You're not a

W t ness, obviously, so please renove 35. | sustain
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t he objection there.

Nunber 36 is A Successful Teamw th a

Proven Track Record. We'IlIl hear that as your
testi nony, and please renpve that one as well, nunber
36. So we don't have anything for -- then we nove on

to 54 and 55. We'Il see if they're in the sanme
position in this subm ssion. | don't know yet.

Haven't gotten there yet. Ckay. Now, |'m | ooking
here at what's Bates stanped 54 in the subm ssion from
the 25th of April.

M. Savage, are you objecting to this

slide, 547
MR. SAVAGE: So these two |ast slides?
THE HEARI NG OFFI CER: | don't know if
they're last or not. |'m asking you: Are you

obj ecting to 547

MR. SAVAGE: Yes.

THE HEARI NG OFFI CER:  Ckay. Now,
M. Suazo, are these part of your |andman's testinony,
or what are these; where did these cone fronf

MR. SUAZO. These are part of the
reservoir engineer's slides.

THE HEARI NG OFFI CER:  Ckay.

M. Savage, why are you

objecting -- this seens to be part of a testinony of a
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w tness. Why are you objecting to this?

MR. SAVAGE: Well, Prima facia | ooking
at this, it looks |ike these are | andman exhibits,
exhibits that would fall into the category that you
woul d expect the |landman to testify on. | mean, after
you go past these two slides, then you get into the
“cume" graphs and the technical stuff, so we're just
wondering, questioning why these are included as a
reservoir engineer testinony.

THE HEARI NG OFFI CER: All right. So
" m not going to strike these. Obviously, they're not
going to be admtted through stipulation. | can see
t hat now. But you'll have an opportunity to lay a
foundation for 54 and 55 on your testinony with your
w tnesses, and if you do that, then, you know, |'II
reconsi der these two slides at that tine, but now --

MR. PARROT: M. Exam ner, pardon. ' m
sorry to interrupt.

THE HEARI NG OFFI CER:  Yes.

MR. PARROT: There m ght have been a
little confusion. | just wanted to clarify a point in
case it changes your mnd. The intent was to have
John Sl agl e, our engineer, who plays a critical role
i n the managenment of the conpany, testify about

exhibits 3R 34, 35, and 36.
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He has personal know edge of the
i nformation contained in those slides. They weren't
to be introduced by either nyself or M. Suazo. These
are not slides that were going to be testified to by
an attorney. They are slides that would be testified
to by a witness who has personal know edge of the
content of those slides.

| don't know if that, you know, affects
your decision one way or another, but you nade a
comment with regard to slide 54 and 55 that indicated
to nme maybe there was an understanding that there
woul dn't be witness testinony about those particul ar
slides or witness authentication of the information in
those slides. | just wanted to nake sure that we were
clear on that point. Thank you.

THE HEARI NG OFFI CER: | hadn't nade a
ruling on 54 and 55 because it seened |like they were
part of soneone's testinmony, and | was going to wait.
Utimately, we have an objection to five of your
slides; okay? Until you've just told nme that 34, 35
and 36 would be testified to froma w tness who would
be here today for cross-exam nation, | had ruled them
I nadm ssi bl e as evi dence.

However, if you are going to have a

W t ness present, then what we'll do is we'll reserve
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judgnment on all five for now W'Il|l see if you can
| ay a foundation through your witness for these five
slides.

What | would prefer is -- | understand
that there's co-counsel -- if one of you would argue a
point at a time, | would appreciate it. Wen | was in
trial, if I did have co-counsel, a judge woul d not
have al |l owed both attorneys to argue a single point.
So pl ease deci de anpbngst yourselves who's going to
argue the point in fairness to M. Savage.

Okay. So then let ne reserve ny
j udgnment, M. Savage, until we find out what's going
on.

MR. SAVAGE: |If | my just nake one
coment .

THE HEARI NG OFFI CER:  Sure.

MR. SAVAGE: The first one, the seven
factors, that one seens clear based on your assessnent
of it that it should be excluded, that it was correct
to exclude that one because it was a congl onerati on of
statenents.

THE HEARI NG OFFI CER: Again, it really
depends -- I'mgoing to withdraw that because it
depends on what a witness is going to say. |If a

w tness is going to conme up here and say, "You know, |
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prepared this slide, it's fromny personal know edge,
it's accurate,” and then stand for cross-exan nation,
| " m probably going to let it in even if it does | ook
| i ke something that would be in a closing argunent, |
was really prepared to exclude it if there was no
witness to testify to say that they prepared it and to
stand for cross-exam nation for it.

So in fact, | know you're going to
mai ntai n your objection to these five slides, and
that's noted, and I"'mnot going to admt themthrough
stipul ati on because you've made an objection to them
We'll see what they --

MR. SAVAGE: Ckay. Thank you, sir.

THE HEARI NG OFFI CER: Yes. O course.
There's al so sone rebuttal exhibits here. | have
rebuttal exhibits. | know that M. Savage fil ed
rebuttal exhibits. Didyou also file rebuttal
exhibits, M. Suazo?

MR. SUAZO. We did file rebuttal
exhibits, but we filed those | ast week --

THE HEARI NG OFFICER: | saw themin —-

MR. SUAZO. -- in the four days.

THE HEARI NG OFFI CER:  About ei ght of
t henf

MR. SUAZO. | believe that's right.
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THE HEARI NG OFFI CER: And then you said
that your rebuttal exhibits are to rebut there, and
you listed themin a table of contents, which is
great. Thank you.

OCkay. Let's see what we can do with
t he exhibits.

M. Savage, do you have the | atest
subm ssions for 3R?

MR. SAVAGE: W do.

THE HEARI NG OFFI CER: Okay. And,

M. Suazo and M. Parrot, do you have what was just
filed recently, like, within a day or so?

MR. SUAZO. That was filed yesterday -

THE HEARI NG OFFI CER:  Yeah.

MR. SUAZO. -- at close of business.
We do have those.

THE HEARI NG OFFI CER:  You have those.
Have you been able to review then?

MR. SUAZO. Not as closely as we would
i ke. | mean, obviously, you know, we'd like to
object to their being admtted, but we still want to
proceed with the hearing, regardless.

THE HEARI NG OFFI CER: O course. And
we will do that. | guess what | want to do at this

point is see which exhibits we can admt through
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stipul ation and which ones are objected to, and then
we'll deal with those in an evidentiary foundati on.

So I'"'mgoing to ask the court reporter, also, to keep
track of the exhibits that are admtted into evidence.

Si nce your exhibits were admtted quite
sone tinme ago, M. Suazo -- I'mgoing to say M. Suazo
even though | knowit's M. Parrot, and M. Suazo's
easi er .

Let's go to you, M. Savage. Which
exhi bits do you stipulate to, and which exhibits do
you object to in their subm ssion?

MR. SAVAGE: M. Exam ner, we don't
object to any of the slides, the rebuttal or the
original. Those that can be contested during the
testi nony.

THE HEARI NG OFFI CER: Okay. So when

you say "any," do you nean besides the objected to?
MR. SAVAGE: That's correct.
THE HEARI NG OFFICER: -- | want to meke
sure.
MR. SAVAGE: That's correct.
THE HEARI NG OFFI CER: Ckay. All right.
MR. SAVAGE: Yeah. Excluding the ones
that we objected to, so the remai ning ones, we're fine

wth thementering and addressi ng those.
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THE HEARI NG OFFI CER: Okay. So, M.
Court Reporter, WPX has stipulated to the adm ssion to
evidence of all of 3R S exhibits, including rebuttal
exhibits, with the exception of Bates stanp 34, 35,
36, 54, and 55. All right. Done.

Now, M. Suazo --

MR. SUAZO.  Yes.

THE HEARI NG OFFI CER:  VWhich of WPX' s
exhi bits do you stipulate to, and which do you object
to?

MR. SUAZO. So we only object to the
rebuttal exhibits just because of the tineliness and
the amount of tinme we've had to actually review and
anal yze those. But all the other -- the non-rebuttal
exhi bits, we're okay wth.

THE HEARI NG OFFI CER: Okay. Now,

M. Suazo, | will rem nd you that rebuttal

exhibits -- unless you can point to the rule that
excludes a rebuttal exhibit based on timng -- | don't
see in the rule -- and I know the rules pretty well by
now, but |I'malways willing to be educated -- | don't
see where that objection would hold water under the
rule.

MR. SUAZO. Understood. No, | nean,

" m 1l ooking nore at the pre-hearing order and, you
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know, the tineline that you gave us to get these
subm tted, but you know, | agree with you. | don't
think the rule prohibits 11th hour filings of
exhi bits.

THE HEARI NG OFFI CER: | believe the
rule woul d even all ow soneone to an exhibit today, a
hearing, which you're free to do if you see the need
and if you can make the argunent that it's truly a
rebuttal exhibit. So in that instance, |'m overruling
the objection on the rebuttal exhibits, and I'm
admtting all of WPX' s exhibits into evidence. Feel
free to make objections during the course of the
hearing if you hear sonmething that allows to do that,
but the rul e does not.

Okay. That being said, which party is
going first?

MR. SAVAGE: There's one nore nmotion to

addr ess.
THE HEARI NG OFFI CER: Is there?
MR. SAVAGE: Yes, sir.
THE HEARI NG OFFI CER: What is the
not i on?

MR. SAVAGE: And that is the request to
have M. Womack as a rebuttal w tness.

THE HEARI NG OFFI CER: Ckay. Let's talk
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about this. Okay. On what grounds do you feel you're
all owed to have these two — two witnesses; right? One
Wi t ness.

MR. SAVAGE: One witness.

THE HEARI NG OFFI CER: M. Wmack only?

MR. SAVAGE: That's correct. So in our
notion, we cite admnistrative code 1.2.2.35.1 that
gives the grounds for admtting a rebuttal w tness.
So their expert witness and the rebuttal exhibits
brought up some argunents |ike making clains that we
are not using nodern frac designs and undersized frac
designs, and it's based on a very technical basis.

Typically, that would not be part of a
case in chief, so really, the best way to address that
is to bring in a conpletions engi neer who has
expertise and understanding of this area and let the
Di vi si on hear the descriptions provided and assertions

and for understanding what is at stake in this

argument .

THE HEARI NG OFFI CER: Ckay. Thank you,
M . Savage.

M. Suazo?

MR. SUAZO. |I'msorry. |'m confused
about what -- which witness are we tal king about?
Womack?
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THE HEARI NG OFFI CER: M. Tanner
Wmack. He's rebutting what M. Savage was tal king
about, the points you brought out in your exhibits.

MR. SUAZO. Can you give us just --

THE HEARI NG OFFI CER: So before you

answer, M. Suazo, M. Savage is saying that

M. Wmack's witten testinmony -- witten
statenment -- excuse nme -- direct testinony and his
rebuttal evidence will present evidence to establish

that WPX i s using state-of-the-art conpletion
techni ques that are designed to nmaxin ze production.
Now, M. Savage, before | hear from
M. Suazo, where in their testinony are they accusing
you of not using state-of-the-art conpletion
t echni ques?
MR. SAVAGE: So he woul d rebut the
operati ons managers exhibits, and those are 3R 127
t hrough 1209.
THE HEARI NG OFFI CER:  Ckay.
Al'l right. Does that help, M. Suazo?
MR. SUAZO. It helps. W -- we don't
obj ect .
THE HEARI NG OFFI CER:  We don't object.
Okay. Great.

So, M. Savage, your rebuttal w tness
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wll be heard fromtoday, M. Wnack.

s there anything el se?

MR. SAVAGE: Thank you.

THE HEARI NG OFFI CER:  AlIl right. So at
this point, why don't we get all the witnesses sworn
in at one tinme. So we have three and four. Can we
get all seven of the in-person witnesses up here at
the witness stand, please?

And, M. Savage, would you bring on
canera your other two w tnesses?

MR. SAVAGE: Yes. M. Wrmack and
M. Mell and.

THE HEARI NG OFFI CER:  Wbul d you turn
that m crophone on? |It's the green button on the
right. 1t"Il light up — Thank you.

MR. SAVAGE: Can you nmke an appearance
by canera?

THE HEARI NG OFFI CER: Yes. M. Savage,
wll you et me know when your two -—

MR. SAVAGE: They're there.

THE HEARI NG OFFI CER: They're both
there? Okay. All right. | see M. MlIlland and
M. Wonmack.

Okay. All right. Wuld everyone raise

your right hand, please? Well, | only see four people
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here. \Where are the other three w tnesses?

UNI DENTI FI ED SPEAKER: Do we need to go
since we've already been admtted —-

THE HEARI NG OFFI CER: No one's been
admtted —- anything -- cone on over and stand over
here if you don't m nd.

Oh. Is this a witness? The man who's
sitting next to you at the —-

MR. SUAZO. This is a w tness.

THE HEARI NG OFFI CER: | thought he was
co-counsel .

MR. SUAZO  No.

THE HEARI NG OFFI CER:  AlIl right. | see
everyone standing. Okay. Thank you.

Do you swear or affirmunder penalty of
perjury that the testinony you' re about to give is the
truth, the whole truth, and nothing but the truth?

MULTI PLE SPEAKERS: Yes.

THE HEARI NG OFFI CER: Ckay. |'ve seen
everyone. Now, one at a tinme, starting with you, and
"Il get to the two — you can put your hand down now.
Thank you. |I'd like you to state your nane, spell it
for the record, and tell us who you're a witness for
and whet her you' ve been admtted as an expert before

this Division or not.
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Go ahead.

MR. SLAGLE: Ckay. Jon Slagle.
Spelling for the first name is J-O-N. Last nane is S
as in Sam L-A-GL-E. I"'m-- I"ma witness for 3R
Operating. | have not been admtted as an expert
W t ness before.

THE HEARI NG OFFI CER: And what do you
want to be qualified as an expert before this Division
I n?

MR. SLAGLE: 1'd like to be qualified
as a reservoir engineer, please.

THE HEARI NG OFFI CER: Reservoir
engi neer. Okay. You could have a seat next.

Next ?

MR. ATWELL: Brian Atwell, first nane
B-R-1-A-N, |last nane A-T-WE-L-L, here with 3R
Operating. | have not been recogni zed as an expert
witness, and I will be representing the geol ogi cal
matters for 3R

THE HEARI NG OFFI CER:  Thank you.

MR. VAN STAVEREN: Brian van
Staveren, B-RI-A-N V-A-N S-T-A-V-E-R-E-N. [''m
representing 3R Operating, and | have been admtted as
an expert witness in land matters.

THE HEARI NG OFFI CER: Thank you.
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MR. LANE: Tyler Lane. That's
T-Y-L-E-R L-A-N-E. | amw th 3R operating today. |
have not been admtted as a witness, and | would |ike
to be represented as an operati ons engi neer.

THE HEARI NG OFFI CER: Operati ons

engi neer ?

MR. LANE: Yes.

THE HEARI NG OFFI CER: Thank you.

MR. BENNETT: Andy Bennett, A-N-DY
B-E-N-N-E-T-T, here representing WPX Energy. |'ma

| andman, and | have been admtted.

THE HEARI NG OFFI CER:  Thank you.

MR. BENNETT: [I'Ill be doing the | and
matters.

MR. PARROT: M. Exam ner, just a point
of clarification for the order.

THE HEARI NG OFFI CER:  Yes.

MR. PARROT: This is Janes Parrot.
Apol ogies for the interruption. |[If 3R has an
obj ection to any particular witness's qualifications
as to part of the testinony, when would you like us to
rai se that point?

THE HEARI NG OFFI CER: You can voir dire
the witness at the tinme that | go through their -- 1'm

going to hear their qualifications, and then at that
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time, if you object to them being qualified as an
expert, you should nention it then. ['ll have you
voir dire them and then I'll nake a deci sion.

MR. PARROT: Understood. Thank you.

THE HEARI NG OFFI CER:  Thank you.

Okay. | got M. Bennett.

VWho' s next ?

MR. DI XON: Joe Dixon, J-OE DI1-X-ON
and |'m a geol ogi st for WPX

THE HEARI NG OFFI CER: Have you been
adm tted as an expert before this Division?

MR. DI XON: | have, sir.

THE HEARI NG OFFI CER: Ckay. Very good.
It's geol ogist, you said?

MR. DI XON: Geol ogi st.

THE HEARI NG OFFI CER: Ckay. Thank you.

MR. BARNES: |It's Keevin Barnes,
K-E-E-V-1-N, last nane Barnes, B-A-R-N-E-S, with WPX,
and | have been admtted as a professional wtness,
reservoir engineering.

THE HEARI NG OFFI CER: Reservoir
engi neering. Thank you.

And then on the screen, I"magoing to
start with M. Ml and.

MR. MELLAND: |'m Paul Melland —-
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THE HEARI NG OFFI CER:  Onh.

MR. MELLAND: P-A-U-L ME-L-L-A-N-D. |
ama facilities construction engineer for WX, and |
have not been admtted as a w tness.

THE HEARI NG OFFI CER: As an expert.

Got it. Thank you.

MR. MELLAND: Expert.

THE HEARI NG OFFI CER: M. Wnmack?

MR. WOMACK: Yes, sir. M nane's
M chael Tanner Womack, M1-C-H A-E-L, m ddl e nane
Tanner, T-A-N-N-E-R, last namée WO MA-CK | ama
conpl eti ons engi neer representing WPX. | have not
been admtted as an expert.

THE HEARI NG OFFI CER: Ckay. Thank you.

Okay. Which party is going to present
its case in chief and rebuttal case first? Have you
deci ded?

MR. SAVAGE: No. We're glad to put our
case on first.

THE HEARI NG OFFI CER: M. Savage.

MR. SAVAGE: That's fine.

THE HEARI NG OFFI CER: You're going to
go first?

MR. SAVAGE: That's fine.

THE HEARI NG OFFI CER: Ckay. Great.
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Okay. So we're going to hear from3R first. W have
three of your four w tnesses that have not been
admtted as an expert. You'll call them one at a
time, I'Il get themqualified, we'll hear of any
objections. Please have your w tnesses —

And so I'mgoing to say this for all of
the witnesses. W have your pre-filed witten
testinony in evidence now. Please do not repeat it.
You can summarize it. What 1'd like to do is give
each witness atinme limt to summarize their direct
and rebuttal evidence -- we'll talk about the tinme
limt in a nonment -- and then stand for cross-exam
The time |limt does not in include cross-exam You
don't have to use the whole tine limt if you don't
have anything nore to say.

So let ne start with you, M. Savage.
How nmuch tinme do you feel is necessary and sufficient
for a summary for each of your w tnesses?

MR. SAVAGE: Ten to fifteen mnutes. |
think that's --

THE HEARI NG OFFI CER: -- you,

M. Suazo?

MR. SUAZO. We asked for 30 in our

pre-hearing statenent, but 1'd say 15 to 20 at nost.

THE HEARI NG OFFI CER: Ckay. |'m going
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to say 15. | didn't even know that you asked for 30
m nutes now, so thank you for telling nme that. |

didn't see that. So I'mgoing to put atine limt on

15 m nutes for each witness. |If you have to have nore
time, you can ask for it. [I'll nake a decision at the
time.

Freya, I'mgoing to ask you to tine the

w t nesses, and why don't you give us a little heads
up. At about five mnutes before the tine is over,
wll you just say, "You have five nore m nutes"?

THE CLERK: Yeah. | wll.

MR. SAVAGE: M. Hearing Exam ner?

THE HEARI NG OFFI CER:  Yes, M. Savage?

MR. SAVAGE: Do we have opportunity for
a qui ck opening statenent?

THE HEARI NG OFFI CER: Definitely.

MR. SAVAGE: Okay.

THE HEARI NG OFFI CER: We haven't gotten
to that yet, but we definitely will do that. Yes.
Let's also tal k about — first, let me see what |' m not
reading here on this screen. Let's talk alittle bit
about post-hearing subm ssions. Let's get that over
with now The Division would find it hel pful to have
the parties submt post-hearing proposed findings of

fact and conclusions of law with citations to the
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record. When | say "citations to the record,” | nean
cite to an exhibit or cite to the transcript.

It takes two weeks for us to get a
transcript. | believe that's still the case; isn't
it? Okay. So at the conclusion of today's hearing,
approximately md-May -- I'll give you a date when
know nore -- but approximtely md-My is when we'l
get the transcript, | would assune about the 14th or
so. Fromthat period of tinme, | know that one of the
parties -- | think it's 3R -- this noving al ong, so
that's why I'mlimting it to two weeks after the
transcript is available to file your post-hearing
subm ssi ons.

Cl osing argunents are also wel cone, but
|"mputting a page limt on it. Each party wll have
10 pages, not to include the title page or the
certificate of service for a closing argunent.

M. Savage, any coment on what | just
sai d?

MR. SAVAGE: No. | appreciate that.

THE HEARI NG OFFI CER: M. Suazo?

MR. SUAZO. -- you're fine.

THE HEARI NG OFFI CER: Ckay. All right.
So then |'ve just laid out the cal endar for the

post -- and that obviously assunes that we're going to

Page 35

Veritext Lega Solutions
Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

be done today. We'll see.

Okay.
presented first. Wuld you like to do a brief opening

argunment on why the Division should choose 3R over

WPX?

M. Suazo, your case is being

MR. SUAZO Yes, M.

MS. HATLEY: M. Examner -- I'mso

sorry to interrupt the cadence.

nmy appearance very quickly on the record.

THE HEARI NG OFFI CER:

MS. HATLEY: Keri Hatley entering an

appearance on behalf of the Marathon O Perm an, not

objecting, sinmply nonitoring. And

for the interruption.

THE HEARI NG OFFI CER:

" m glad you spoke up. Thank you,

wel cone.

Oh.

that you want to ask a question to a witness, do ne a

favor, raise your hand because |'m not assum ng that

you're going to ask

rai se your little yell ow hand,

MS. HATLEY:

And, Ms. Hatley, if you do decide

gquestions, but

THE HEARI NG OFFI CER:

then I'I|l see you.

Absol utely. Thank you,

just want to enter

By all neans.

again, | apol ogi ze

By all neans.

Ms. Hatl ey, and

I f you do, just

Al right. Thank
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you.

M. Suazo, was it you or M. Parrot
that's going to --

MR. SUAZO. |1'll do the opening.

THE HEARI NG OFFI CER: Very good. Go
ri ght ahead.

MR. SUAZO. All right.

Good norning, M. Exam ner,
M. Technical Examner. W're here today on 3R
Operating' s applications for approval of a standard
hori zontal spacing unit and compul sory pooling, cases
25123, 25124, conpeting with WX s 25204 and 25205.

The real critical issue here for 3R
M. Exam ner, is that they have a |ease that's set to

rd

expire on October 3 , and 3R has been in a position to
nove forward with these applications and these
proposals and is eager to do so after this hearing
today. So for 3R, tine is really of the essence due
to the tine it takes to get a rig on site and all the
ot her planning and things of that nature.

3R seeks to be designated as an
operator of record and to recover its costs of
drilling conpletion and equi pping the wells. In
25123, they're obviously seeking a 640-acre standard

hori zontal spacing unit in the north half of sections
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32 and 33, and with respect to 25124, also 640 acres,
in the south half of sections 32 and 33. And these
are for the Crystal wells, just for clarity, when you
hear that through the course of the proceeding. |If
it's Crystal, that refers to 3R s wells.

3R believes that its proposal
establishes that it, and not WPX, is best suited to
operate these wells. 3R has an experienced team
that's well-versed in all facets of devel opnent in

this particular area of the Del aware Basin of Eddy

County.

And 3R al so has sufficient backing to
get these jobs done. It has private equity
sponsorship of over 500 mllion, and as | nentioned,

that's because this is a top priority for this
conpany, and they seek to rapidly produce this project
fromall the benches that they reference in their
applications, and that's a critical distinction
between 3R s proposal and WPX' s proposal.

So today, the Division will hear from
four witnesses. It wll hear fromBrian Atwell, who's
an expert in petrol eum geol ogy who has testified
before the Division. He'll explain how 3R s proposals
grasps the details of the geology at issue and how

their drilling plan will produce fromthe nost
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prolific and optiml zones. He also explained how
WPX' s proposals essentially mss the mark and run the
risk of resulting in poor recovery and uneconom c
results.

Second, you will hear from Jon Sl agle
who's an expert in petroleum engineering. He wl]l
explain to the Division 3R s intent to drill two-mle
| at eral s and about how 3R s proposals are based on
their own deep experience in the area, especially
conpared to that of WPX. And as | nentioned earlier,
M. Slagle will explain how 3R is proposing to devel op
t he Wol fcanp XY and B benches, whereas WPX is focusing
only on the XY benches, which we believe will lead to
uncaptured reserves.

THE HEARI NG OFFI CER:  You said the XY
and what benches?

MR. SUAZO. B as in Bravo.

THE HEARI NG OFFICER: B. All right.
Thank you.

MR. SUAZO.  Yes.

THE HEARI NG OFFI CER: Pl ease conti nue.
| didn't mean to interrupt.

MR. SUAZO. No problem

The third witness you'll hear fromis
M. Tyler Lane. He is the operations nanager. He
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wi Il explain how 3R s extensive experience drilling in
the Crystal area, you know, makes them a nore viable
option to be an operator, and he'll also explain how
3R has consistently delivered on tinme and under

budget .

And inmportantly, he'll also explain
3R s coomitnent to environnental, social, and
governnent's policy in conpliance with New Mexico and
federal law. And they also have a very robust plan to
use and reuse the water that's produced fromthese
wells, and they also are the only party in this
hearing that has a third-party agreenent in place to
actually transport that water.

And finally, you'll hear from M. Brian
van Staveren, who's a |landman. He will explain to the
Di vision the location of 3R s proposals and the
ownership of the various tracts, and he will also
explain to the Division the extensive efforts that 3R
has made to negotiate this instead of going to a

contested hearing with WPX, but unfortunately to no

avai | .

So in conclusion, M. Exam ner, we
believe that 3R w il denonstrate through this
proceedi ng that they are the best -- that they best

meet the seven factors that the D vision uses to award
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operatorship, and at the close of this hearing, we're

confident that the Division will be persuaded that
3R s devel opnent plan will be the nost efficient, the
nost econom cal, and will best prevent waste and

protect correlative rights.
Thank you.
THE HEARI NG OFFI CER: Thank you.
M. Savage, do you want to nmake your
opening -- you do. Okay. Please go right ahead.
MR. SAVAGE: As you heard, that the

main claimthat 3R has is that they have a | ease that

wll expire. W would like to point out to the
Division that the BLMw Il not let this | ease expire.
They will extend it and suspend it based on the

activities that 3R has taken and other parties have
taken in this matter.

M. Examner, in this contested
hearing, there are two very different conpanies
conpeting for the right to devel op and operate the
subj ect |lands. On the one side we have WPX, a
subsi di ary of Devon Energy Corporation, in which the
WP/ Devon conbi nati on cane through a corporate and
public merger that closed in January 2021 that nerged
and conbi ned the expertise assets and histories of

both conpanies into a single front for devel opnent and
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oper ati ons.

WPX/ Devon has a | ong history of active
and ongoi ng devel opnent in the Del aware Basin when it
began drilling wells in New Mexico about 20 years ago.
A nunmber of its early wells still are still in WPX and
Devon's active inventory, an inventory that has now
grown to the operation of production of approxinmately
2,500 wells in New Mexico with 413,000 net acres in
t he Del aware Basins and 13 active horizontal rigs.
WPX/ Devon has denonstrated its prudence and expertise
as an operator in New Mexico over the course of the
past 20 years.

On the other side is R dge Runner
Resources I, whose executives and team nenbers,

t hensel ves, have described the m ssion of their
conpany as drilling and putting together packages of
wells to sell quickly to other conpanies and then exit
their involvenment with and the responsibility for the
wells, units, and |lands. Ridge Runner Il cane into
exi stence in 2023. The Division will soon discover
during these proceedi ngs how very few wells it has
drilled and operates and that it does not plan to be
an operator of its wells for the long term

At the end of the hearing, the Division

w || be deciding between a conpany, WPX, that is
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devel opi ng the subject | ands and subject wells to
prudently operate and propose units for the long term
as good stewards of the land, and the conpany, 3R,
that plans for the short termto drill the subject
| ands and then exit operations and nmanagenent of the
subj ect | ands, a conpany that has nodeled itself off
of previous conpanies that no | onger exist, indicating
t hat Ridge Runner resources to itself may not exi st
over the course of the next few years after it sells
its wells.

THE HEARI NG OFFI CER: Thank you,
M . Savage.

OCkay. M. Suazo, would you like to
call your first wtness?

MR. SUAZO: Yes, M. Exam ner.

THE HEARI NG OFFI CER: I f you woul d.

MR. SUAZO. 3R calls Brian Atwell.

Sorry. M mstake. | have the
w tnesses out of order. We're calling Jon Slagle as
our first w tness.

THE HEARI NG OFFI CER: Ckay. So
M. Atwell will be second?

MR. SUAZO.  Yes.

THE HEARI NG OFFI CER:  Yes? Ckay.
/1

Page 43

Veritext Lega Solutions
Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

VWHEREUPOQN,

JON SLAGLE,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE HEARI NG OFFICER: M. Slagle, let's
deal with your expertise first. | know that you seek
to be recogni zed as an expert in reservoir engi neering
for this D vision. What education do you have that
goes toward that expertise?

THE W TNESS: | have a petrol eum
engi neeri ng degree from Texas A&M

THE HEARI NG OFFI CER: VWhen did you
achieve that?

THE W TNESS: | graduated in 2017.

THE HEARI NG OFFI CER: 2017. And did

you do any interns or externs while you were in

school ?

THE W TNESS: Yes. Yeah. | interned
for University Lands, which owmns -- owns a | ot of
acreage in -- in Texas and so oversaw devel opnent of a

| arge nunmber of wells there.
THE HEARI NG OFFI CER: \What does a
reservoir engi neer do?

THE W TNESS: We forecast production
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and econom cs to val ue acreage, ensure we're drilling
econom ¢ wells and maxim zing reserve capture.

THE HEARI NG OFFI CER: Ckay. And what
wor k have you done since you graduated toward this
expertise?

THE W TNESS: |'ve worked for nine
years as a reservoir engineer, eight of which have
been in -- in New Mexico with nost of our team at
previous entities, R dge Runner |, Chishol m Energy,
and now Ri dge Runner 11.

THE HEARI NG OFFI CER: | see. And what
I's your title now?

THE WTNESS: |'ma reservoir
engi neeri ng Manager.

THE HEARI NG OFFI CER:  Ckay.

Any obj ection?

MR. SAVAGE: No objection.

THE HEARI NG OFFI CER: Okay. Very good.
Shoul d I not ask you about objections to their
w tnesses? Do you have any objections to their
W t nesses?

MR. SAVAGE: No. No objections.

THE HEARI NG OFFI CER: Ckay. All right.
Thank you.

Al right. From here on in, this
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Division qualifies you as a reservoir engineer in that
field, so thank you.

M . Suazo?

MR. SUAZO. Thank you, M. Exam ner.

THE HEARI NG OFFI CER: Ms. Tschant z,
wll you start the tiner?

THE CLERK: Yes.

THE HEARI NG OFFI CER:  Ckay.

DI RECT EXAM NATI ON
BY MR, SUAZO:

Q Good nmorning, M. Slagle. How are you
t oday?

A Good norning. Doing well.

Q Excellent. Are you able to see the slides
that are on the screen in front of you?

A | sure can.

Q Very good. It looks like this first slide
iIs a 3R team overview. | want to ask you a few
guestions before we get into the slides.

THE HEARI NG OFFI CER: M. Suazo, can
you tell us the Bates nunber of each slide that you
are questioning the witness on for the record?

MR. SUAZO. Yes. It's 3R 33.

THE HEARI NG OFFI CER: Perfect. Thank

you.
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BY MR SUAZC
Q And just for clarity, could you pl ease

rem nd us what your position is with 3R?

A Reservoir engi neeri ng manager.
Q And how | ong have you worked for 3R?
A l'"ve -- |I'"ve worked for 3R for two years

since the conpany's inception but with the team for
ei ght years at previous entities operating in New
Mexi co.

Q And did you provide any affidavits or
exhibits for this case today?

A | sure did.

Q And did you prepare or direct the creation
of those affidavits and exhibits?

A Yes, | did.

Q Have you made any changes to your affidavit
or these exhibits since they were filed with the
Di vi si on?

A We filed rebuttal slides, if that counts,
but ot herw se, no.

Q Ckay.

MR. SUAZO. M. Exam ner, | know t hat

there are sone pendi ng exceptions, but at this tine
|"d like to nove to have the slides that were prepared

directly or at the direction of M. Slagle into
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evi dence.

THE HEARI NG OFFI CER:  And | don't know
what those are, so why don't you go through slide by
slide with the witness and then ask for adm ssion
after each slide.

MR. SUAZO  Okay.

THE HEARI NG OFFI CER:  Ckay.

BY MR, SUAZO:

Q So let's start with slide nunmber 35, as you
can see on your screen. Can you please just tell us
about --

(3R Exhibit 35 was nmarked for

I dentification.)

MR. SAVAGE: |I'Il object to this. This
Is one of the slides under consideration that have not
been sti pul at ed.

THE HEARI NG OFFI CER: | know t hat.

MR. SAVAGE: kay. Thank you.

THE HEARI NG OFFI CER: So |'ve already
reserved judgnment on this slide anpbngst others,
anmongst four others, and M. Suazo has the ability now
to convince ne that they're reliable —-

MR. SAVAGE: Okay.

THE HEARI NG OFFI CER: And that there's

a foundation for each one of them
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So M. Suazo?
MR. SUAZO. Thank you. Sure. Can |
ask the witness a few questions about it first?
THE HEARI NG OFFI CER: Pl ease do.
MR. SUAZO  Okay.
BY MR, SUAZO:
Q Can you please tell us alittle bit about

this slide, M. Slagle?

A So this slide was just intended to give us a
hi gh-1evel background of our -- our conpany, and our
fundi ng, and sone of our experience in -- in New
Mexico. W're -- we're a newer conpany, Sso | just

wanted to tell you guys who we are and what we've done
i n New Mexico, which is quite a bit.

Q And do you have personal know edge about the
details that are on this slide?

A | sure do. I|I'mdirectly involved with the
managenent of the conpany, so I'm-- |I'mwell-inforned
on all the information on this slide.

Q Okay. Gve us a little nore detail about
each point, please.

A So | guess, then, top background -- just

wanted to point out that we've been operating in New

Mexico for eight years now. This -- this sane team
have extracted and -- and been a very good steward of
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the lands to extract and maxi m ze resource capture.
Qur managenent team has drilled and

conpleted 20 wells in the i medi ate townshi p where
this DSU that we'll be discussing today is | ocated,
which | think is very salient. Opposed to that, WX
has only a single one-mle well in the same township,
so we're very experienced in this imediate area and
hi ghly focused on it.

The second point are funding and strategy.

We're well-funded with over a hundred -- or over 500
mllion dollar equity backing from EnCap, so we're
wel | -funded and excited to -- to develop this acreage
actively, and -- and be a good steward of the |ands

here, and capture reserves for not only our conpany
but also all of our partners and overriding owners in
t he acreage.
Q Thank you, M. Sl agle.

MR. SUAZO. M. Exam ner, at this tine,
I"d Iike to nove 3R Exhibit 35 into evidence.

THE HEARI NG OFFI CER: M. Savage, now,
do you still have an objection?

MR. SAVAGE: No. | think we wl|
wi t hdraw our objection on that.

THE HEARI NG OFFI CER: Okay. 35 is
adm tted.
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(3R Exhibit 35 was received into
evi dence.)
BY MR, SUAZO
Q Al right. Mwving on to 3R 36.
(3R Exhibit 36 was marked for
I dentification.)

WIIl you just give us a high-level overview
of your teanf? Just, you know, 30 seconds about -- you
don't need to nanme them but just cover kind of their
broad experience, please.

A Yeah. Yes. O course. So | wll actually
nane the first one. Qur -- our co-CEO, Scott Germann,
has 35 years' experience in New Mexico, so |long before
it even went horizontal here, he worked in | eadership

positions at Nadel and Gussman, BC Operating, Ridge

Runner |, Chishol m Energy, and now Ri dge Runner 11, so
he is a -- been very involved in devel opnent in New
Mexico for a very long tinme, nmuch -- nuch | onger than

just about anybody el se, so he's a key | eader for our
team and has a -- a wealth of know edge of operating
I n New Mexi co.

Beyond that, the -- the rest of the team

here, we've nost of us has been together since Ridge

Runner |, which is roughly eight years of experience
operating in -- in New Mexico in Eddy and Lea County
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and a lot of focus in the -- the immediate vicinity of
the DSU we' || be discussing today. And the bottom
four folks on this -- on this slide, Brian Atwel |,
mysel f, Tyler Lane, and Brian van Staveren, those are
the four that'll be testifying w tnesses today.

Q Thank you.

MR. SUAZO. Next slide, please.

MR. SAVAGE: M. Exam ner, are we goi ng
to consi der whether or not to introduce that
particul ar slide?

THE HEARI NG OFFICER: It hasn't been
requested yet.

MR. SAVAGE: Okay.

MR. SUAZO. Oh. Sorry.

Yes. M. Examiner, at this tinme, w'd
like to nove the 3R Exhibit 36 be admtted into
evi dence.

THE HEARI NG OFFI CER: M. Savage?

MR. SAVAGE: So |I'mgoing to point out
a couple of things about this that we have concerns
over. So we have one conpany here that's the
applicant, and that is 3R, and | believe that's al so
Ri dge Runner Resources Il. So this slide has nunerous
| ogos of conpani es who are not even parties of this

proceeding. They present it in the formof a
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cor porate | ogo.

We feel it's highly prejudicial in the
sense that it tries to pronote the conpany as opposed
to just providing factual matters in am understandabl e
way. You know, it's a congloneration of logos as if
I mpl yi ng sonmehow, |ike, they have this significant
corporate presence and et hos.

So you know, if they nodified this, and
they listed just the managenent and -- they've al ready
|isted the witnesses and their witten statenments and
I ntroduced those, but if they would do it in a nore
factual manner and not the kind of pronotional manner
that this -- then we would probably be open to having
this adm tted.

THE HEARI NG OFFI CER: M. Suazo?

MR. SUAZO  Yes, M. Exam ner. | think
that nmost of this information, if not all of it, iIs
sonet hing you could easily get fromreading the
resunmes or | ooking at the websites of 3R The point
of the various conpanies that are listed on the slide
basically illustrates their background and their
experience in this particular area, and that's a
product of, you know, their experiences fromthe past.

You know, | know that WPX |ists Devon

on their slides, but Devon isn't even a party to this
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proceeding. |It's a parent, | believe. But you know,
| think this representation given the foundation
that's been laid is appropriate to submt because the
experience in this area is one of the critical issues
that the Division nmust consider in deciding who to
award operatorship, and | think their past experience
with these particular conpanies is directly rel evant
to that, as M. Slagle has pointed out.

THE HEARI NG OFFI CER: Ckay. So
M. Suazo, |I'mgoing to sustain the objection. |I'm
going to have you redo this exhibit and renove all the
| ogos on here that are not testified to here today by
your w tnesses; okay?

MR. SUAZO.  Ckay.

THE HEARI NG OFFICER: W're going to
hear from four of your w tnesses today. They can give
us background in the tine allotted for each w tness,
but | do believe that sone of this information here is
outside the scope of today's hearing, and we don't
have testinony here on it, so |I'mgoing to sustain the
objection, and you redo it.

And when you redo it, before you submt

your final exhibit packet -- both parties will do

this -- each one will send it to the other one,

they'Il reviewthem and if there's no objections,
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we'll receive the final one into evidence; okay?

MR. SUAZO  Okay.

THE HEARI NG OFFICER: So |'madm tting
slide -- | can't read the nunber on that one. |s that
nunber 36 that | just saw a m nute ago?

MR. SUAZO. 3R 35.

THE HEARI NG OFFI CER:  No. |'ve already
admtted 35. Can we go to 36 again, please? That
one. I'madmtting slide 36 under the condition that
it is nodified to renove anything that is not
testified here to today.

(3R Exhibit 36 was received into

evi dence.)

MR. SUAZO:  Under st ood.

THE HEARI NG OFFI CER: Okay. So
conditionally admtted 36.

OCkay. You still have other slides that
have been objected to. Do you want to deal with
t hose?

(Plaintiff Exhibit 4 was marked for

I dentification.)

MR. SUAZO. Slide 34 we're not going to
nove into evidence, just to clarify.

THE HEARI NG OFFI CER: Okay. So no 34.
All right. Okay. And 54 and 55 are froma different
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w tness. Okay. |Is there anything else that you want
to elicit fromthis witness on direct or rebuttal ?

MR. SUAZO. Not with these particular
slides. W intend to recall the witness for his
actual affidavit-type slides, but at this tine, we'd
like to nove to call Wtness Brian Atwell and then
recall M. Slagle |ater because | think the
presentation flows in better order.

THE HEARI NG OFFICER: It's
your -- okay. Very good.

Okay. Thank you, M. Sl agle.

THE W TNESS: Thank you.

THE HEARI NG OFFI CER: M. Atwel | ?
VWHEREUPOQN,

BRI AN ATWELL,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE W TNESS: Good nor ni ng.

THE HEARI NG OFFI CER:  So, M. Atwell,
you' ve not been admtted before this Division as an
expert in geology, so let's go through -- you heard
what | asked M. Slagle. Tell nme about your education
toward this expertise and then your work experience

toward this, and try to give ne sone dates here and

Page 56

Veritext Lega Solutions

Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com




© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

t here.

THE W TNESS: Sure. So | received ny
bachel or's degree from Texas Christian University in
2006, followed by nmy naster's degree in 2008. | was
wor king an internship with XTO Energy at that tine.

THE HEARI NG OFFI CER: Master's in what?

THE W TNESS: | n geol ogy.

THE HEARI NG OFFI CER:  Ckay.

THE W TNESS: Yes, sir. Both
bachel or's and master's in geol ogy.

THE HEARI NG OFFI CER: Thank you. And
t hen you started working --

THE WTNESS: Right. | have 20 years
of cunul ati ve experience, worked several different
basins, with the majority of ny focus being in West
Texas Perm an, and joined the Ridge Runner team
In -- what was that -- August of 2023.

THE HEARI NG OFFI CER:  And who did you
work for before this teanf

THE WTNESS: |'ve worked for XTO
Energy, Forest O conpany in Denver, |'ve -- |'ve
wor ked for Navajo Nation Ol and Gas Conpany on their
| ands in New Mexico, and then SG Interests, which is a
fam | y- based conpany in Houston, which is primarily

f ocused in the sout hern Del aware Basi n.
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THE HEARI NG OFFI CER:  And for all these
di fferent conpanies, you were a geol ogist?
THE W TNESS: Yes, sir. Anywhere from
geol ogi st, senior geol ogist, |ead geol ogi st, now
geol ogy nmanager.
THE HEARI NG OFFI CER: OCkay. All right.
Sounds good.
Are there any objections, M. Savage?
MR. SAVAGE: No objections.
THE HEARI NG OFFI CER: Okay. Very good.
So, M. Atwell, you are recogni zed as
an expert in the field of geology before this
Di vi si on.
Do you want to go forward?
MR. SUAZO. Yes. Thank you,
M . Exam ner.
DI RECT EXAM NATI ON
BY MR. SUAZCO

Q Good nmorning, M. Atwell. How are you?
A " mdoing well. Good norning.
Q Excellent. Can you please rem nd us what

your current position with 3R is?

A My current position is geology manager for
3R.
Q And how | ong have you held that role?
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A |'ve been there for 18 nonths since August
of 2023.

Q Okay. And are you famliar with the |ands
that are the subject of 3R s applications in this

proceedi ng?

A | am

Q Did you provide an affidavit in this case?
A | did.

Q Did you provide exhibits or attachnments?
A | did.

Q Did you prepare those affidavits and
exhi bits, you know, directly or at your direction?

A | did. Yes.

Q Have you made any changes to the affidavits
or exhibits since you submtted themto the Division
ot her than the rebuttal s?

A No, sir.

Q Thank you, M. Atwell.

MR. SUAZO. M. Examiner, at this tine,
|'d like to nobve M. Atwell's slides, which are 3R 40
t hrough 48 into evidence.

THE HEARI NG OFFI CER: So they're
already in evidence --

MR. SUAZO  Okay.

THE HEARI NG OFFI CER: -- as you know.
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The only ones that you need to be concerned with that
are not in evidence at this point is 54 and 55.
MR. SUAZO. Ckay. Perfect.
THE HEARI NG OFFI CER: So they're
already in evidence, so please continue.
MR. SUAZO. | can't keep track of the
obj ections. Thank you.
THE HEARI NG OFFI CER: | can.
BY MR. SUAZO
Q M. Atwell, let's tal k about your first
slide, which | believe is 3R 41. \What does this slide
show?
A This slide's a general |ocator map to orient
t he audi ence to the |location of what 3R refers to as
the Crystal project area in Eddy County. Al so
di splaying on this map is the limts of the Del aware
Basin in the Perman tinme and al so the Capitan Reef
trend and the potash area there in gray.
Q Okay.
MR. SUAZO. Next slide.
BY MR. SUAZO
Q Let's nove to 3R 42, which | ooks at your
targets and the dip fromwest to east. What is the
significance of this slide?

A Sure. Just to get oriented on the geol ogy
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and the subsurface here in the Crystal project area,
on the left, we have a type | og which corresponds to
the star on the map on the right, and I'Il go over
what's on the map. Secondly, I1'd like to review the
type log first.

On the type log, | really focus in on the
Wl fcanmp interval. As 3R s defined the stratigraphy
here, the very upper part is the XY interval
hi ghlighted in the red box with the yell ow shadi ng.
Bel ow that, we've identified a correlate, what we cal
the A shale interval, and then below the A shale is
t he B package, the Wbl fcanp B package highlighted in
t he next yell ow box.

To the right of the type log, there's three
arrows. The top green arrow and the bottom green
arrow represent 3R s proposed | anding zones for the XY
and the Wol fcanmp B. These two zones are separated by
650 feet of vertical separation between the | anding
zone and the B and the XY.

The red arrow i ndi cates an existing well.
It's a one-mle well in the south half -- south half
of section 32 known as the Frontier Well that was
| anded bel ow the XY in what we call the upper part of
the A shale, and that happens to be about 200 feet

bel ow t he proposed | anding depth in the XY.
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If we nove over to the map --

Q If I can stop you there just to clarify.

A Sure.

Q Just want to ask about the text that says
"WPX/ Devon well is landed in a suboptinmal zone."

A Correct.

Q Why is that your view?

A In that view, just |ooking at the
el ectrofacies fromall the different |ogs, especially
when you | ook at the neutron density in the gamm ray,
we think that this interval has an enriched cl ay
content and Vshal e, which may not pronote effective
hydraulic fracture stimulation and fluid recovery.
And so we -- we | ook at that as a suboptiml zone in
conparison to the B bel ow and the XY above.

Q Okay. And | think you wanted to tal k about
the map to the right.

A Yeah. So if we |look at the map on the
right, this is a structure map over the Crysta
proj ect area show ng, you know, kind of an overhead
view. The dipis relatively gentle fromwest to east
at about 1.3 to 1.5 degrees. And so any wells, you
know, drilled fromthe east to the west will be
slightly -- also shown are wells that were | anded and

produced fromthe XY and A interval with the purple
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attribute synbol, and the Wolfcanp B wells are shown
with the blue attribute synbol.

All of the data points used to nake the
map -- | knowit's really small but there
are -- there's a lot of data in here. This area was
devel oped for norrow down bel ow and so a | ot of |og
control going through the Wbl fcanmp interval is
avai l able to make maps and correlations. Al so shown
on this map is the Crystal project area with 3R s
proposed devel opnent plan at four wells per section,
two-mle |aterals going in an east-west |ay-down
orientation.

The last two things I'd like to point out on
this slide is our two cross sections, Ato Aprinme, A
being in the west, going to the east, tying into the
type log on the eastern side, and then B to B prine,
al so oriented fromwest to east, which will show up on
subsequent slides in the testinony.

Q Okay. Thank you.
MR. SUAZGO Next slide, please.
BY MR. SUAZO.
Q Now, this goes a little nore into your

proposed | anding zones. Can you please tell us a
little bit nore about what 3R is conveyi ng through

this slide?
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A Sure. So this slide here is cross section A
to A prime, and the main thing we want to docunent,
you know, that these formations that we're planning to
target are continuous across the entire project
interval. There're a highly conplex series of
| nt er bedded sand shells and nudstones, and the | andi ng
zones are laterally continuous.

And what you can see are the proposed
| ateral pathways for 3R with the purple dash |ine
representing the two-mle well |anded in the XY
package and then the blue dash |line being the wel
| anding in the B package and where we plan to -- to
pl ace those wells, again, approximtely 650 feet of
vertical separation.

Al so shown on the bottom are the well nanes
are three wells with the potential infill -- we'll go
In nore on a subsequent slide -- the 700 series, and
then the four B wells are the 800 series.

Q Okay. Thank you. Let's nove to the next
slide. All right. So this kind of goes nore into
where WPX i s proposing to the land. Can you pl ease
wal k us through what the slide portrays?

A Sure. So this is actually a structural
cross section used with public data with the

directional survey to |ook at the | anding of the WPX
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Frontier Well clearly | anded bel ow the XY zone, and
this well has recovered one mllion barrels of total
fluid, about 150,000 barrels of oil, 900,000 barrels
of water since 2019.

And we | ook at the econom cs of the well,
and this well clearly uneconom c, and potential reason
for this is due to the enriched shale volune and cl ay
vol ume m ght not provide a very lithological fabric
for fracture propagation and -- and fractures
remai ni ng open after the stinulation. There could
be -- that would |l ead to poor recovery efficiency and
uneconom c results.

Also, this well, in our mnd, presents a
potential depletion risk for an XY well drilled in
such close proximty above this well, directly above
it. Having produced a mllion barrels of fluid, there
has been consi derabl e depletion around it, so we're a
little concerned about that posing a risk to
degradation either to this existing well or the
subsequent well drilled above it.

Q And just so we're clear, that line in the

center of the slide, that kind of shows where they're

proposing to drill and kind of m ssing the —
A That is a well that's actually drill ed.
Q Ckay.
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A That -- that well was drilled in 2019.
Q Okay. Thank you.
A | believe -- you know, just for the record,
WPX as far as the XY is proposing a very simlar
| andi ng zone for their XY as 3R
Q Okay.
MR. SUAZO. Next slide.
THE W TNESS: Okay. We have two gun
barrel slides.

BY MR SUAZO

Q Let me ask you about this.

A Ch. I'msorry.

Q No problem

A | got a little excited.

Q So this slide deals with your devel opnment

plan and its optim zation of resource capture. Can
you pl ease el aborate on that based on what is
portrayed?

A Sure. So the type log is the sane | og we
saw on the first slide, so | won't bel abor that one in
any nore detail. The new information on this slide

are the | ocator map show ng the four wells per

section. You'll notice that three of those wells are
pl anned two-nmle wells with a third -- or fourth well
as a potential infill well.
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And below that is a gun barrel fromnorth to
south showing 3R s proposed devel opnent plan in the XY
bench with the three wells, 701, 702, 703 ready to
drill. The 704, again, getting back into the
potenti al depletion, degradation, and adverse
fracture-driven interaction with the Frontier well, we
woul d like to be a good partner and discuss plans wth
WPX being the operator of that well because we're
concerned that we may knock that well offline by
fracking the 704 and -- and lead to creating
abandonnment liability for them So it's sonething
we're very -- very aware of.

The other bench that -- the additional bench
that we're | ooking at here that we believe is economc
today is the Wl fcanp B. Again, we have four wells
per section across there. The vertical separation
between the B and the XY is 650 feet, and the vertical
separation between the Wl fcanp B and the Frontier is
450 feet with a relatively thick consistent clay-rich
interval, and so we're not as concerned. Yes, there
I's some risk that we could hit that Frontier Well wth
the frac in the B well down bel ow, but we think the
risk is much [ ower given the separation between them

Q Okay. Thank you.
THE CLERK: M. Hearing Exam ner?
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THE HEARI NG OFFI CER:  Yes?

THE CLERK: We're at 3 m nutes, 30
seconds.

THE HEARI NG OFFI CER: Thank you.

M. Suazo?

MR. SUAZO. Yes. Next slide, please.
BY MR. SUAZO:

Q If you could quickly walk through this
regardi ng the commercial reserves in the Wl fcanmp B
and waste. Please tell the Division what this slide
refl ects.

A Sure. So everything's the same except the
gun barrel has changed, and on the gun barrel, you'l
notice that WPX has no i nmmedi ate plans to develop the
Wbl fcamp B, and we believe that the reserves are there
in the B and would |ike to devel op everything
sinmultaneously to mtigate any future adverse
fracture-driven interactions due to potenti al
parent-child issues in wells. W feel that's the best
way to maxim ze reserve capture and mtigate waste.

MR. SUAZO. Next slide.
BY MR. SUAZO.

Q Now, this is the project area with the XY

and A. What does this slide represent?

A We have two gross isopachs here separated by
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the type log that's been referenced showi ng the
I nterval that was isopached, the upper interval, the
XY and A interval in purple rectangle. The map is on
the left. The main thing to point out is the XY and
the A thickness is relatively consistent across the
project area and thins to the north and west. You can
al so see all the wells that target the XY and the A on
this annotated by the purple line and a purple
attribute.
And then you go to the B. W really sit in

a sweet spot for the B here. Maps really thick. Does
thin to the north and west, but in the project area,
the B does have considerabl e thickness, and we feel
very confortable in achieving economc results in the
B today, and so that's the main takeaway fromthis
slide.

MR. SUAZO. Next slide, please.

That is this witness's |last slide.

THE HEARI NG OFFI CER:  You said there
were rebuttal slides.

MR. SUAZO. There are.

THE HEARI NG OFFICER: Did this w tness
file rebuttal ?

well, M. Atwell, did you file rebuttal

slides?
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THE W TNESS: | did not file any
rebuttal --

THE HEARI NG OFFI CER:  You did not.
Okay. So | think that's the easiest way to figure it
out .

MR. SUAZO. So just for clarification,
how much tine are we going to have on these rebuttal
slides? Because | thought we were going to do those
| ater. We can do themnow. We'll just need a little
bit nmore tine.

THE HEARI NG OFFI CER: O course. Ckay.
And as | said, if you need nore tine, just ask --

MR. SUAZO  Okay.

THE HEARING OFFICER: -- and it'll be
considered. But he didn't file rebuttal slides. D d
you want himto testify to rebuttal slides?

MR. SUAZO. No.

THE HEARI NG OFFI CER:  Ckay.

MR. SUAZO:. So on the rebuttal,

M. Atwell and M. Slagle will be kind of sharing
t hose sli des.

THE W TNESS: M. Lane.

MR. SUAZO. |I'msorry. M. Lane.

THE HEARI NG OFFI CER: Okay. M. Lane
and who?
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MR. SUAZO. M. Sl agle.
THE HEARI NG OFFI CER:  So not
M. Atwell?
MR. SUAZO. Not M. Atwell.
THE HEARI NG OFFI CER: Ckay. So is he
avai l abl e for cross-exam nation?
MR. SUAZO. Yes, M. Exam ner.
THE HEARI NG OFFI CER: M. Savage?
MR. SAVAGE: Yes. Thank you,
M. Harings.
CROSS- EXAM NATI ON
BY MR. SAVAGE:

Q M. Atwell, | just have a coupl e of
gquesti ons.

A Sure.

Q So on your slides 43, 44, 45, where you
illustrate the | anding zones, so your |anding zone is
XY; correct?

A That is correct.

Q And then you skip a whole zone; correct?

A That is correct.

Q Ckay. And then your |ower |anding zone is
bel ow A, and that is B; correct?

A Yes.

Q Okay. So woul d you describe these as
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conpletely separate zones, the XY and the B?

A The XY and B? Yes. | woul d consider
t hensel ves to be separate zones. Yes.
Q Woul d you consi der themtwo separate sources
of supply?
A Yeah. Sure.
Q Okay.
MR. SAVAGE: That's all the questions |
have. Thank you.
THE HEARI NG OFFI CER: Ckay. Thank you.
Any redirect, M. Suazo?
MR. SUAZO. No redirect.
THE HEARI NG OFFI CER: Ckay. Let's go
t hrough our technical exam ner.
M. Fordyce?
TECHNI CAL EXAM NER FORDYCE: Yes,
M. Hearing Exam ner. | don't have any questions for
this w tness.
THE HEARI NG OFFI CER:  Ckay.
TECHNI CAL EXAM NER FORDYCE: | woul d
li ke to point out quickly, though, sonme discrepancies
on the slides if —-
THE HEARI NG OFFI CER: Ckay. \hich
slide do you want to start with?
TECHNI CAL EXAM NER FORDYCE: 3R 43. |
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just wanted to point --

THE HEARI NG OFFI CER: Hol d on,
M. Fordyce. Let's wait until M. Suazo or soneone
brings up that slide so we can see it. [It's up.

Go ahead M. Fordyce.

TECHNI CAL EXAM NER FORDYCE: | just
wanted to point out the well listed as point Ais
referenced as being in Range 26E. | think if you

doubl e check that, you would find it's Range 25 East,
and A prinme appears to be your type log that is in
section 33 rather than section 26. Just for clarity
on the slides, if we're going to have those fixed.

And on the next slide, 3R 44, again,
it's looking like B prime is your type log with the
APl nunmber ending in 8 and not 7 and the section being
33, not 31. Just to point that out for correction.
But | have no questions for this w tness.

THE HEARI NG OFFI CER:  All right.

Counsel, did you take note of the — all
right.

MR. SUAZO. We did. We can get it
revised and corrected, and we'll confer with
M. Savage as part and parcel of the other slides that
we're going to have to anend.

THE HEARI NG OFFI CER: Perfect. We'll
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do that for both parties as we go along. So you took
note of those.
And there are no nore questions for
this witness, so this witness nay be excused.
Thank you very nuch, M. Atwell.
THE WTNESS: All right. Thank you.
THE HEARI NG OFFI CER: Do you want to
re-call M. Slagle to go through his testinony or not?
MR. SUAZO: Yes. We'd like to re-call
M. Slagle.
THE HEARI NG OFFI CER:  And Ms. Tschantz
will start the tiner.
Pl ease proceed.
DI RECT EXAM NATI ON
BY MR SUAZCO
Q Good norning, M. Slagle. Wl conme back.
Can you please rem nd us your position with 3R?
A |'"'ma reservoir engineering manager.
Q Okay. And rem nd us how | ong you've held
t hat role.
A |'"ve -- |1've held that role for about three
years now.
Q Okay.
MR. SUAZO. M. Exami ner, are there any

obj ections on these slides that we need to deal wth,
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or --
THE HEARI NG OFFI CER: Wi ch
MR. SUAZO. M. Slagle's sl
THE HEARI NG OFFI CER: G ve

nunbers. Because we already admtted 35 and

conditionally 36 with the changes. You're not
admtting 34. So that's excluded from your packet
that you'll -- was there anything else that you wanted
to deal with when it came to the exhibits?
MR. SUAZO  Okay.
Yeah. There's an objection to 55 --
THE HEARI NG OFFI CER:  And 54.
MR. SUAZO. -- and 54.
THE HEARI NG OFFICER: | didn't
know -- are those his?
MR. SUAZO.  Yes.
THE HEARI NG OFFI CER:  Oh. Then go
ri ght ahead.
MR. SUAZO  Okay.
BY MR. SUAZO
Q Did you prepare an affidavit and exhibits
for this case?
A | sure did.
Q Okay. And were those prepared under your
direct control or by you, personally?
Page 75
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A Yes, they were.
Q Have you made any changes to your affidavit

or the exhibits since you admtted themto the

Di vi si on?

A | have not.

Q Okay. Let's nove on to the slides, and we
can deal with themone at a tine, | think that m ght

be easier, starting with 3R 54, which deals with 3R s
track record in New Mexi co.
(3R Exhibit 54 was marked for
i dentification.)
Can you please tell the Division what is
portrayed in this slide?

A Yes. So it's -- the main point of this
slide is to circle the areas of focus for the two
conpani es involved here. So the map, you can see that
the sticks in orange are Devon/ WX wells, and then the
sticks in blue are 3R wells or permts. And you could
see the -- the small red box on the Crystal/Frontier,
which is the DSU of focus for today, and you can see
that's in our blue box, which -- where we have a | arge
nunber of wells and permts and our team has been
focused for -- for years.

And you can see all the -- all the yell ow

acreage on this map shows the acreage position that
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we' ve owned at these four conpanies |listed, Ridge
Runner 11, Chishol m Energy Hol di ngs, Ri dge Runner |
and BC Operating. So we've owned sone piece of al nost
all the acreage in the township of question, nobst of
it nmultiple tines.

So -- so we're very focused on this area and
devel oping it where WPX and Devon, you can see their

area of focuses nuch nore in Lea County and Eastern

Eddy, not focused at all in this area. | -- 1| think
t hey have one existing producing well in this west
Eddy area, so they're very focused drilling el sewhere,

where we are nyopically focused on this specific area,
and getting a rig on it, and developing it quickly,
and depl oying our — our capital to -- to nake that
happen.

And we're -- we're an experienced team

Like | said, we've been in New Mexico for eight years,

we've drilled 111 horizontal wells with -- with great
econom cs overall, so excited to keep that going with
Ri dge Runner |1 and get some wells drilled.

MR. SUAZO. M. Exam ner, at this tine,
we'd i ke to nove 3R Exhibit 54 into evidence.

THE HEARI NG OFFI CER: M. Savage?

MR. SAVAGE: So we nmmintain our

objection on this. Do you want nme to explain --
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THE HEARI NG OFFI CER: OF course.

MR. SAVAGE: Okay.

THE HEARI NG OFFI CER: Based on what you
heard, you know, why you still -—-

MR. SAVAGE: Based on what we heard.

THE HEARI NG OFFI CER:  Yeah.

MR. SAVAGE: So |ooking at M. Slagle's
resune, we don't understand how they can claimthis as
a track record. Well, first of all, we believe it
still falls into the |l andnman category, and he is a
reservoir engineer. That's his area of expertise.

But we don't understand the clainms that can be made.

For exanple, looking at his resune, it
| ooks |like M. Slagle is an enployee since 2023 of
Ri dge Runner Resources Il. Now, they claimthat they
have this continuity of devel opnment, and they talk
about their team-- they nentioned ei ght years, but
you know, for exanple, like, |ooking at these other
entities and | ooking at M. -- for exanple, van
Staveren's -- or van Staveren, the |andman's history
on that one slide that would be admtted in a nodified
form it |ooks |Iike he worked for EarthworKks. | don't
see where he's part of a teamthat included Chisholm
or Ridge Runner | or BC Operating.

| don't believe that these conpanies
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exi st anynore. They don't own the wells. It says in
here that they exited their operations and

i nvol venent, and these conpanies went to -- | ooks
like -- well, this one went to Matador, a package went
to Marat hon.

So basically, they conpletely divested
their operations, and now they sit with 3R, which
assune i s Ridge Runner Resources |11, and whatever
nunber of wells that they have, which | believe are
mnimal. So | don't believe that they can, you know,
accurately claim rightfully claim |ike, some kind of
continuity of history based on a cohesive teamthat
has stayed intact through all these transitions.

THE HEARI NG OFFI CER: So, M. Savage,
" m not sure of the basis of the objection. |If the
basis is rel evance, that's one thing. If it's
reliability, that's another thing. But | heard from
this wtness --

And |'m going to ask you nyself: Did
you prepare this slide?

THE W TNESS: | sure did.

THE HEARI NG OFFI CER: Ckay. You
prepared this slide. And the data that's here on the
slide you have personal know edge of?

THE W TNESS: Yeah. | sure do. | -- 1
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worked at -- all through Ridge Runner I, Chisholm
Energy, and Ridge Runner Il now. And Tyler wll tel
you he personally drilled alnost all of these wells.

THE HEARI NG OFFI CER: Based on the
testinony, |I'mgoing to overrule your objection and
allow -- 54 is now in evidence.

(3R Exhibit 54 was received into

evi dence.)

You can cross-exam ne him and show how
this information is, in your opinion, unreliable or
not factually correct, whatever you want, but | don't
see the objection to keep it out.

MR. SAVAGE: Understood. That's fair.

THE HEARI NG OFFI CER: Ckay. So this is

in.

Do you want to deal with 55 while we're
here?

MR. SUAZO.  Yes.

THE HEARI NG OFFI CER: Ckay. Well, go
ahead.

MR. SUAZO. Next slide.
BY MR. SUAZCO
Q Al right. WIIl you please explain this
slide, which is titled "Land Devel opnent 3R Activity

Versus WPX Lack of Activity" and explain the purpose
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of this slide to the Division?
(3R Exhibit 55 was marked for

i dentification.)

A The purpose of this slide was to focus in on
the -- the township of -- of discussion here today.
You'll see the -- the red box, you'll see that

continuous throughout our slides, highlights the
Crystal/Frontier DSU. ~ And then | was just nmaking a
few points on the activity conparing what 3R and its
previous entities has done relative to what WPX has
done.

So point 1 there, 3R, we were the w nner of
two tracts, that's the one on the map, in the recent
Sept enmber 2024 NM SLO | ease sale, so we were the high
bi dder in that. | -- | don't believe WPX even cared
to participate in that, |I think. So that denonstrates
that we're focused on the area, making acquisitions in
the area, building our position, grow ng that, and we
have a good understandi ng of fair narket value of the
acreage in the area, obviously, if we were the w nner
I n an open auction for those tracts.

Point 2, this is to contrast that WX has
unfortunately let their roughly 1280-acre federa
| ease in sections 30 and 31 be term nated by the BLM

due to m ssed rental paynents. That | ease was
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originally issued in 2015, so there was nore than
enough time to develop that. | think that it's pretty
unfortunate all the owners in those | eases, you know,
entrust in the operator and the record title holder to
make t hose rental paynents and keep those | eases
active to capture value for -- for all the owners

t here.

And -- and so now that that | ease is under
rei nstatenment, that process is very lengthy with the
BLM | think they' ve been trying to get it out of
reinstatenment for four years. So |I think that just
shows that -- the contrast. WX didn't even care to
make their rental paynents and ensure those were nade
on tinme to perpetuate their | ease, where Ri dge Runner
is actively buying new | eases and building their
position.

Poi nt 3, because that |ease is now under
rei nstatenent, Ridge Runner owns section 36, which is
in -- in the nmountains and the surface is getting a
little difficult. W were hoping to be able to dril
t hrough section 31 to -- to capture acreage in 36, but
because that | ease is under reinstatement, it makes it
difficult with the BLMto do that. So unfortunately,
Devon's m ssed rental paynent there has stranded our

acreage in section 36.
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And then point 4, so that -- that
denonstrates — so -- so that's -- that's | abel ed on
WPX' s | ease in section 32 where they -- they made a
pretty di sappointing bare mninmumeffort in 2019 by
drilling only a single one-mle well, which M. Atwel
pointed out is landed in a target that we've both
agreed is not the core target here, and it's a very
poor - perform ng well.

They drilled that well in a bare
m ni mum -- bare mninmum and | ast-m nute effort to get
their lease held. If they were thinking thoroughly
and conprehensively about their strategy, they
woul d' ve devel oped that entire | ease with | ong
| aterals and -- and drilled all the wells rather than

creating this difficult parent-child issue with that

single one-mle well in 2019 when technol ogy was
happily there to drill two-mle or even | onger wells,
so it's -- it's pretty disappointing that -- and it

shows kind of the poor stewardship of the mnerals in
this area that WPX has denonstrated. And --

Q And — sorry. Go ahead.

A And then the table at the bottom so | was

just pointing out well counts within this township.

So our -- our conpany, 3R, has 20 actively producing
wells that we were immedi ately involved in drilling in
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the area, so very active, and then contrast that with
the WPX table where they only have that single
well -- one-mle well that | pointed out, and then

they've let 64 percent of their permts in the area

expire

That gives us pretty poor confidence that
they' Il actually drill this if they were granted
operatorship. W think it's -- considering their

focus el sewhere, we think it's likely they may | et

their permts and our | ease expire. So -- so we hope
to operate, and get the | ease -- |ease saved,
and -- and get sone wells drilled here.

And | guess just on the fact that there's
sone |land involved here, I'd just like to -- to state
that as a reservoir engineer, it's -- it's ny job to
have a broad understandi ng of several disciplines at

t he conpany so that | can nake high-1evel decisions on

val uation and devel opnent strategy. So | -- | do have
significant | and experience, and it's -- it's part of
my job to understand | and geol ogy and -- and the

whol e -- the whole conpany's strategy to do ny job
appropriately.
Q Thank you.
MR. SUAZO. M. Examiner, at this tine,

we'd i ke to nbove 3R Exhibit 55 into evidence.
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your

THE HEARI NG OFFI CER: M. Savage?
MR. SAVAGE: So, M. Exan ner, based on

grounds previously described, we w thdraw our

obj ecti on.

THE HEARI NG OFFI CER:  Thank you.
55 is admtted into evidence.
(3R Exhibit 55 was received into
evi dence.)

Okay. So why don't you finish up with

this witness so that M. Savage can cross-exam ne.

MR. SUAZGO O course.

Next sli de.

BY MR SUAZGC

Q WIlIl you please explain this slide, which is

Wbl f camp XY and 3R optimal reserves?

A Yeah. So this is our type curve for the
Wbl fcamp XY. | don't think there's a -- a need to
bel abor this one too much. | think this agrees pretty

closely with what WPX cane up with, their type curve

for the -- or with the Wl fcanp XY.

Wwel |,
was |
consi

They

W -- we did point out the -- the Frontier
which is a disappointing perfornmer because it
anded poorly, which | think WPX has agreed with
dering they don't plan to target that zone agai n.

-- they plan to target the Wl fcanp XY instead.
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MR. SUAZO. Okay. Next slide.

THE WTNESS: So this is the Wil fcanp
B. | think this is an inportant type curve to
di scuss. So at 3R, we -- we plan to use a
conpr ehensi ve devel opnent strategy here and devel op
both the Wl fcanp XY and the Wbl fcanp B together as a
package and nake sure we capture the reserves fromthe
Wol fcanmp B, while WPX has proposed not to devel op the
Wl f canmp B.

We believe this -- this type curve
and -- and the economics are in the rebuttal slide.
We believe this type curve is solidly economc, and
you can see there's been quite a bit of activity with
the wells in 22 south, 27 east. Those are sone recent
drills from Pal oma and Perm an resources. So several
operators agree with us that this is an econom c zone
wort h devel oping at current pricing, and so
we're -- we're going to capture significantly nore
reserves than WPX by devel opi ng this.

MR. SUAZO. Okay. Next slide.

THE CLERK: M. Hearing Exam ner, we're
at 4 m nutes, 39 seconds.

THE HEARI NG OFFI CER: Ckay. Thank you.

MR. SUAZO. M. Examiner, if we can ask

for alittle nore tinme just because —- okay.
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THE HEARI NG OFFI CER: |t's granted.
MR. SUAZO. Thank you.
BY MR SUAZCO

Q Let's tal k about your next slide, which is
3R Devel opnent Plan Relative to WPX and Maxi m zati on
of Recovery. Can you please wal k us through this
slide briefly, please?

A Yeah. Absolutely. So the green bar on the
| eft, that shows the reserves that 3R is planning to
capture by devel oping the Wl fcanp XY and the Wl fcanp
B all sinmultaneously that -- it conpares to the bar on
the right in the red, which is WPX' s devel opnent pl an,
It shows them planning to devel op only the Wl fcanp
XY.

So basically, the point here is that Ridge
Runner plans to capture nore than two tines the
reserves that WPX plans to capture. | think this is
just kind of driven by their |lack of focus on this
area where, you know, Ridge Runner is highly
experienced in this imedi ate area, and -- and
under stands the econom cs here better, and therefore,
pl ans to enploy a nore conprehensive strategy here.
And with all our other devel opnent in the area -- we
recently drilled three wells in this towship -- we'l]l

have econom es of scale here and just generally the
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ability to operate this better.

Q Okay. And did you hear your coll eague,
M. Atwell, say that the Wl fcanp XY and Wbl fcamp B
are separate sources of supply?

A I -- 1 sure did.

Q Do you have, you know, | guess, sonething to
add to that description in that are the wells supposed
to, like, interact between the two formati ons?

A So our understanding is that with 600

feet -- 650 feet of separation, the wells wll not
significantly drain the -- the separate reservoirs.
There's enough separation to -- to not -- to have too
much drai nage between the two. But we wll -- we do

expect and have seen in nmultiple exanples frac hits
bet ween the two.

So when the wells are fracked, that's at
extrenely high pressure, so you see a pressure spike,
and you know, if you were to come back -- and there's
an exanple in here -- if you were to cone back | ater

and devel op the Wl fcanp B beneath an exi sting

Wol fcamp XY well, we woul d expect to see a frac hit
pressure spike in the Wl fcanp XY well. You'll end up
punmpi ng sand into the XY well, and -- and it can cause
significant well danage and -- and waste and

uncaptured reserves by damagi ng those wells. So we
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think it's the responsible thing to devel op both zones
at once and avoid those issues.

MR. SUAZO. Okay. Next slide.

| think we can nove to the rebuttal
slides.

| think you said you have ei ght of
t hose or three?

THE WTNESS: | think it's eight or
ni ne.

MR. SUAZO. Ckay. Let's get to those
real quick and have you wal k through those for the
Di vi si on, pl ease.

THE W TNESS: Yep.
BY MR. SUAZO
Al right. Can you see themon the screen?
Sure can.

Is this one of your slides?

> O >» O

It is.

Q And it is titled "3R Type Curve in Econom cs
Rebuttal." Please, at a high level, walk the Division
t hrough this slide.

A So this is --

MR. SAVAGE: Excuse ne. What page are
we on on the exhibit?

THE HEARI NG OFFI CER: It | ooks |ike
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we're page 119 of 131.
MR. SAVAGE: Ckay. Thank you.
THE HEARI NG OFFICER: It's 3R nunber --
MR. SUAZO. We show 117.
THE HEARI NG OFFI CER:  \What ?
MR. SUAZO. We show 117.
THE HEARI NG OFFI CER: Right. \What |
mean i s --
MR. SAVAGE: Oh. | see. Yep. Sorry.
THE HEARI NG OFFI CER: -- that your PDF
has 131 pages, and it's page 119 of 131. It's 3R 117.
MR. SUAZO. Yes. Thank you.
THE HEARI NG OFFI CER:  Ckay.
Go ahead, M. Suazo.
BY MR SUAZCO
Q Okay. Yeah. Please explain this slide to
t he Divi sion.
A Yeah. Absolutely. So this slide was
i ntended as a -- a summary of all the rebuttal for the
reservoir and econom cs section. So first point here,
so based on the type curves and econom cs that WPX

provi ded, we're able to back into a valuation for how

they -- what they see this acreage is worth. So -- so

that conmes out to about ten mllion dollars of PV1O0,

which is an optimstic way to -- to val ue undevel oped
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acr eage.

So we -- we think, optimstically,

val ue this acreage at about $7,600 per acre.

pretty confusing for

offers to themat roughly twice this valuati

it's very confusing for us that given those

t hey
This is

us because we've nmade sever al

on, SO

offers

and -- that WPX has not accepted our offer and avoi ded

t hi s whol e process.

And then noving -- noving on from

t hat,

SO -- so that's the point for the Wl fcanmp XY, and

noving down to the -- the Wil fcanp B, so our

mai n point there is that we believe,

operators have shown with their devel opnent,

-- our

as several other

t hat the

Wbl fcanp B is economc at current pricing and -- and

wort h devel opi ng now.

And - -

provi ded for

there's severa

and studying the type curve that WX

the Wil fcanp B, we've noticed that

conpleted at an older -- older vintage -- |

wells in there that are under

t hi nk

everyone's well aware that over time, hydraulic

fracturing technol ogy has inproved, and well

performance has i nproved.

producti on potenti al

So

think WPX i s understating the -- the

which has led themto believe that it's not

and econom cs of the Wbl fcanmp B,

wort h
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devel oping now. We -- we strongly disagree with that,
and we believe it should be devel oped sinultaneously
with the Wil fcanp XY, which is our plan.
MR. SUAZO Next slide, please.
BY MR. SUAZCO
Q Okay. It finally changed. This shows 3R
Wl f canp XY econom cs. Can you please explain this

for the Division?

A So we don't need to bel abor this one too
much. | just wanted to point out the -- the WOR
We're representing about a 6 -- that's a water-oil
ratio. | -- | think WPX's type curve represents

roughly an 8 water-oil ratio.

Just wanted to point out that | think that
denonstrates | ack of experience in the area. Wth
our, you know, 20 producing wells that we've been
I nvolved in, we're well aware of the water-oil ratio,
and -- and the wells show that it's about a 6.

And | guess maybe it's also worth pointing
out that despite having fairly simlar type curves,
and | think WX will hit, that our CapEx shows a
little -- our drilling and conpl eti on CapEx cones out
alittle bit higher. Qur economcs are stil
noti ceably better than what WPX i s representing,

and -- and | think that shows that their day-to-day
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operating expenses are -- are noticeably higher than
ours, which are hindering the economcs and will limt
the wells' productive life and -- and cause resources
that 3R could capture to go uncaptured.
MR. SUAZO. Next slide.
BY MR, SUAZO:
Q Let's wal k through this acreage val uation

and overestimated Wl fcanp XY. VWhat does this slide

reflect?

THE HEARI NG OFFI CER: So, M. Suazo,
again, if you'll just say the Bates nunmber of the
slide that you're presenting to your witness, it'll be

better for the record. So we're |ooking at 3R 119
now. Go ahead.
THE W TNESS: So the key -- key point

in this slide is down in the bottomright here, you

see the -- the yell ow boxes outlined in red. The -
the -- | tried to use those to highlight nmy key
points. So that just shows the -- the math of how I'm

comng up with the $7,600 per acre val uation, which
again, is, you know, confusing for us that WPX hasn't
accepted that offer considering we're -- we're val uing
t he acreage roughly -- at roughly twice what they're
representing here.

And -- and then you coul d see
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the -- the failure in their process to determ ne the
water-oil ratio of this type curve. They
included -- this is a small well sanple size. | -- |
think it's twelve wells, and four of those have
significant frac hits in them

And they took an approach of -- rather
than forecasting the actual water production, they
took only 75 nonths of production, which includes
really significant frac hits, and then forecast that
forward for the next, you know, 30 to 50 years of wel
life, and that's caused themto overestimate the
water-oil ratio of Wl fcanp XY and underestimate the
econom cs here.

MR. SUAZO. Thank you.

Next sl i de.
BY MR. SUAZO:

Q What are the key points of this slide, which
I s Bates nunmber 3R 1207
A Yeah. So this is an inportant one. This is

our Wbl fcanp B type curve in economcs. SO you see
the red box there shows that we believe this zone has
sol ved the economic with a 26 percent rate of return
at current pricing. W -- we matched the pricing that
WPX was running for consistency there.

And then, as you can see on the map
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—- SO0 -- so simlar map | ayout here. The -- the red

box is the Crystal/Frontier DSU that we're -- we're
focused on, and then just a -- a township away, you
can see Pal oma and Perm an resources are -- have

recently and are currently developing the -- there's

three DSUs there that include Wolfcanp B wells, and
they' re devel opi ng those all sinmultaneously as -- as
3R plans to do. So | think that shows that other
operators are seeing the sane thing we are and -- and
agree with us that this zone is econom c.

MR. SUAZO. Next slide.
BY MR. SUAZO:

Q This is 3R 121, which covers WPX' s Wbl fcanp
B economi cs and the vintage. Can you please at a high
| evel wal k the Division through what you' re portraying
in this slide?

A Of course. So -- so this is just to show
how WPX — we -- we | ooked into the process that WX
ran through to cone to their Wl fcanmp B type curve and
econom cs, and for whatever reason, we -- we noticed
that there's several wells in here that were conpl et ed
with an ol der vintage frac, which severely hinders the
wel | performance, and it has caused themto
underestimate the productive prudential of the

Wol f canp B and underestimate the econom cs.
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This went so far as to include a -- a well
from 2012. Despite quoting a 1400 pound per foot
conpletion mnimum here, this well's in there with
a -- a 549 pound per foot conpletion. 2012 is a -- a
very old vintage well, so that's draggi ng down their
type curve in econom cs significantly.

And so this -- this nust have been a
m stake. | -- | don't think anyone doi ng nodern type
curve work would -- would include a -- a well this
old. The oldest I -- | ever see people go back to
with current type curving is -- is maybe 2016.

The -- the conpletion technol ogy i nproved pretty
rapidly and has really inproved well performance, so
2012 was very old and very poor conpl etion technol ogy
in well performance.
MR. SUAZO. Ckay. Next slide, please.

BY MR SUAZCO

Q Sorry. This is 3R 122, the 2012 draggi ng
down -- | think you probably touched on this in the

| ast slide. Do you have anything else to add on this

slide?

A Yeah. So this was just to nmake it nore
clear. The -- the plot on the previous slide
was -- it was a little hard to -- hard to see. | -- |
did put an arrow pointing to this 2012 well. So the
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well inred is the 2012 well, and you coul d see
the -- the peak rate on it is 135 barrel of oil per
day.
So it's a very poor -- poor-performng well
that's really dragging their type curve down, and
| -- I don't know how a well like this got included.
It's obviously not representative of -- of current
wel | performance or econom cs.
MR. SUAZO. Okay. Next slide.

BY MR. SUAZCO.

Q This is 3R 123, under-conpl eted, poor

performng. Does this build on your last two slides?

A Yeah. It sure does. This -- this is just
the -- the total plot for that -- that same 2012 while
just pointing out what a -- a poor perfornmer it is,

and it's very confusing for us that this was incl uded.
MR. SUAZO. Next slide.
BY MR. SUAZO
Q Okay. And this is 3R 124, which conpares
3R s and WX's Wbl fcamp B type curves. Can you at a
hi gh | evel wal k us through what this slide represents?
A So on -- on the left, we have the cunul ative
oil plot and type curve that 3R is running to cone to
our economcs for the Wolfcanp B, and then on the

ri ght, we have what WPX has cone up with. And you can
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see -- highlighted in the pink is that very poor
perform ng 2012 well at the very bottom of their plot,
draggi ng down their type curve.

And | guess, just in general, you see al
the holes in their sanple set. You have a coupl e of
really good wells, a lot of really poor wells, and
sone wells in the mddle. It's — it's not a great
di stribution of data and wel | perfornmance.

And -- and so just those -- that inclusion
of those older vintage wells that are not
representative of current well performance, this just
denonstrates how those are dragging their type curve
down. You'll see the red arrow

So -- so that shows how much | ower their
type curve is relative to the 3R type curve for the
Wl fcanp B, and that -- that denonstrates how 3R is
com ng out with economcs that we think are -- are
solid and makes it -- this zone worth drilling, where
WPX has, | think, inaccurately undervalued this zone
and -- and decided that it's not econom c at current
pricing.

Q Thank you.
MR. SUAZO. Next slide, please.
BY MR. SUAZO:
Q This is 3R 125 and di scusses WPX's
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subsequent Wol fcanp B devel opnent. Can you pl ease
wal k us through what's represented on this slide?

A So this -- this hits back on ny point
earlier about -- so WPX's plan is to devel op the
Wbl fcamp XY, and then at a | ater date, maybe,
dependent on water-oil ratio, after they have sone
time to |l earn nore about the area because they're
unexperienced in developing in this area, they m ght
cone back and drill the Wl fcanp B.

So this is the exanple they cane up with to

show that it's a good idea and will work to cone in

| ater and drill the Wolfcanmp B, but it's -- it's been
a pretty confusing exanple for us. Let's -- let's lay
out the slide here. So you'll see the -- the gun

barrel plot. That's a cross-sectional area of the
wells drilled. The -- the pink and purple wells, the
pi nk ones are Wbl fcanp XY wells. That's a target that
we both agree we're going to drill inmediately.
There's one Wl fcanp A well in there that's
simlar to WPX's Frontier Well, which is a
parent-child issue, as we discussed. And then down at
the bottomin the yellow, they canme in three years
| ater and devel oped the Wbl fcanmp B -- the Wolfcanmp B
wells, and | believe this is a Tap Rock devel opnent.

And so WPX' s point here was that when they
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came in and drilled those Wolfcanp B wells, it wasn't
a problemfor the Wl fcanp XY wells. But then you

| ook over at the —- the plot, and you'll see -- and

t he subsequent slide makes it maybe a little

clearer -- but you'll see the Wil fcanp XY well, the
Pliny the Elder 201H, | -- | believe was damaged
shortly after being frac hit by the Wl fcanp B.

| believe the -- the sand and water that was
pushed into the well, as we discussed is comopn with
frac hits here, caused that well to go offline. And
that -- that well has actually been -- the 201H has
actually been offline. It dropped froma hundred
barrels of oil per day production all the way down to
functionally zero and has been produci ng al nost no oil
for the |ast year.

So | think that's pretty strong evidence of
detrinental effects fromcomng in and trying to
develop the Wolfcanp B later. | think that
denonstrates that our strategy to develop both at once
is the -- the best way to maxi m ze resource capture
here and -- and avoid waste.

MR. SUAZO. Al right. Next slide.
BY MR, SUAZO
Q So let ne ask you -- so this is 3R 126, and

It indicates a dramatic drop in production. Can you
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pl ease wal k us through, quickly, what this reflects?

A So this is just a closer |ook at that 201H,
the -- the well | was tal king about fromtheir
exanple. So this shows pretty significant damge to
that well. You'll see the -- the first red |line shows
where the -- the Wl fcamp B wells were fracked, and
you coul d see the water spikes -- spikes there.

So that Wolfcanmp B well took a frac hit, and
then after some time, | believe the sand that was
pushed into that well bore caused sone catastrophic
failure in the well, and now for a -- a year, that
wel | has produced al nost not hi ng.

So that's pretty -- pretty unfortunate and,
you know, pretty damaging to all the partners that
that paid into this well, and all the -- all the
owners in this land, you know, now they're -- they're
getting no value for this well when previously, it was
provi di ng, you know, pretty significant cash flow for
all those owners. So -- so we think this
is -- denonstrates why these two zones shoul d be
devel oped sinultaneously rather than com ng back. But
you -- you have risk of doing significant damage |ike
this to your Wol fcanp XY wel | s.

MR. SUAZO. And | believe this is this

wtness's | ast slide. | have no further direct
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guestions for this witness. 1'd like to nmake him
avai l abl e for cross, and per your instructions,

M. Parrot will handl e any objections on cross and
redirect if necessary.

THE HEARI NG OFFI CER: Let's take a
five-m nute break before we do cross-exam nation. It
is 10:41. We'll come back at 10:46. Thank you.

(OFf the record.)

THE HEARI NG OFFI CER:  All right. It is
10:50 a.m We're back on the record. W have
Cross-exam nati on.

M. Slagle, | rem nd you you're stil
under oat h.

M. Savage? Wuld you turn your
m crophone on M. Savage?

MR. SAVAGE: Thank you.

CROSS- EXAM NATI ON
BY MR SAVAGE:

Q M. Slagle, thank you for your tine
answering these questions. |f you happen not to hear
a question, or if a question isn't clear to you,
pl ease do not hesitate to ask ne to repeat the
guestion or rephrase the question.

A Sounds good. Thank you.

Q So Il'd like to go back to 3R 35, the slide
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t hat you asked to be admtted into the record. So ny
first question is: You nmentioned on here that you
have private equity sponsorship of 500 plus mllion
from EnCap.

So when raising 500 mllion from EnCap, were
there any representati ons made regarding selling
assets in short termversus holding onto wells for the
|l ong termas a condition for raising the capital?

A There were not any conditions. [It's -- it's
not uncommon for EnCap to back teanms that end up doing
a -- a dividend nodel where, you know, the teamis so
successful and the econom cs are so good that they pay
out via their -- their wells producing for the | ong
term

Q And then would you be able to produce the
offering statenent nade to raise capital?

MR. PARROT: (Objection, outside the
scope of the witness's testinony and not rel evant.

THE HEARI NG OFFI CER: M. Savage?

MR. SAVAGE: Well, they fought hard to
get this slide in, and he clained expertise on the
wor ki ngs of the private equity sponsorship of the 500
plus mllion from EnCap.

THE HEARI NG OFFI CER:  Yeabh.

MR. SAVAGE: So | think that that
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should fall into his claimof expertise on this
relati onship to EnCap.

THE HEARI NG OFFI CER:  Woul d you repeat
t he question so | renenber what it said?

MR. SAVAGE: Yes. W asked if they
woul d produce the offering statement made to raise
capital. So they did an offering statenment to EnCap,
that's the conpany 3R, and | believe that M. Sl agle
woul d be involved into that and that they would nake
an offering statenment to EnCap, and then EnCap woul d
| ook at the offering statenment, and then agree to
provide capital for their project.

THE HEARI NG OFFI CER: And why is the
of fering statement relevant to today's hearing?

MR. SAVAGE: Because it governs the
nature of what they are required to do with these
wells. Perhaps the tineline on which they plan to
sell the wells and, you know, the tineline for the
operation of the wells, it inpacts the way in which
they would prudently or claimto prudently operate the
wells, and that's one of the criteria that the
Di vi sion | ooks at.

MR. PARROT: My | respond.

THE HEARI NG OFFI CER: M. Parrot?

MR. PARROT: Thank you. | think, very
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sinply, the witness did not testify on direct about
any offering statenent or any actions that were taken
to secure 500 mllion dollars in funding, so this is
purely outside the scope.

As far as what nmay or may not be in an
offering statenent that nmay or may not have been
created or produced and about which there's no
testinony, we've got three |evels of specul ation
happeni ng.

And as far as relevance, this is a
specul ative line of questioning that seens to be
I ndi cating that opposing counsel is trying to build a
case that something was promsed in return for
sonething else. That's not relevant to their
devel opnment pl an.

Thank you.

THE HEARI NG OFFI CER:  Thank you.

| do understand that, M. Savage, one
of the factors that you are questioning is
what -- prudence —- operate -- what is it back to?

MR. SAVAGE: M. Hearing Exam ner, so
I f you look at the history that they claim there has

been a series of -

THE HEARI NG OFFICER: |'m sorry,
M. Savage. Not what |'m asking you. | understand
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your argunment, but the question is: O the seven
factors, which factor does this question go to?

MR. SAVAGE: Well, one of the factors
I's prudently operating the wells.

THE HEARI NG OFFI CER: That's what | was
asking you. GCkay. Prudently operating the wells.

" mgoing to sustain the objection to
t he question you asked, but I wll allow you to ask
guestions of this wtness that he has personal

know edge of that goes to prudently operating the

wel | s.
But | do agree with M. Parrot that
the -- what is the docunent you were asking for?
MR. SAVAGE: That was the offering
st at ement .

THE HEARI NG OFFI CER: The offering
statenent is outside the scope of the direct and not
relevant to today's hearing. So | sustain the
obj ection. Wuld you pl ease rephrase your question?

MR. SAVAGE: [|'Il withdraw that
question at this point and address it in another
matter.

THE HEARI NG OFFI CER:  Sure.

BY MR SAVAGE
Q M. Slagle, in paragraph 5 of your
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statenent, you state that 3R s reservoir engineering
exhibits detail 3R s extensive devel opnment experience
in this area and optimn zes reserves capturability. Do

you agree that you made this statenent in that -

A | do agree.
Q Okay. So | was | ooking at your resune, and
| don't see 3R nentioned anywhere in your resunme. |Is

It correct that 3R is not nentioned in your resune?

A That's not correct. 3R is an operating
entity for Ri dge Runner Resources |l, which you'll see
is clearly on ny resune. It's just a corporate

structure nuance.
Q Ckay. But 3R is not nentioned, and Ri dge
Runner Resources Il is nmentioned; correct?

MR. PARROT: (bjection, asked and
answer ed, argunentative.

THE HEARI NG OFFI CER: M. Savage?

MR. SAVAGE: |I'mjust trying to
clarify.

MR. PARROT: | think the w tness
clarified the relationship between Bridge Runner |
and 3R

THE HEARI NG OFFI CER: M. Savage, did
you hear the answer that the w tness gave you?

MR. SAVAGE: He said it was connected
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with Ri dge Runner Resources IlI. If | could just ask
what the actual relationship is between the two?

THE HEARI NG OFFI CER:  You can ask
what ever you want. |f there's an objection, | have to
make a ruling.

MR. SAVAGE: Okay.

THE HEARI NG OFFI CER: But | sustain the
objection that you've already asked that question, so
why don't you ask a follow up question?

MR. SAVAGE: Yes.

BY MR SAVAGE:
Q So, M. Slagle, can you describe the
rel ati onship between 3R and Ri dge Runner Resources [1?

A So 3R is an operating entity for Ridge

Runner Resources Il, so the -- the two conpanies are
essentially under one unbrella. | -- | think the
guestion you're asking -- | -- | think you'll see

simlar things on the Devon/WPX resunes where probably
their resunes say Devon but maybe not WPX.

Q Okay. Is 3Rrelated in any way to Ridge
Runner Hol di ngs?

A Yes. 3R is an operating armfor that entity
as wel | .

Q Okay. And then what about Chi shol m Energy;
Is 3R related to Chi shol m Energy?
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A 3R is not related to Chishol m Energy.
Chi shol mwas a previous entity that the majority of

our team worked with or worked for in New Mexico.

Q So Ridge Runner Holdings is still in place;
correct?

A That's correct.

Q But all the other entities are in no | onger

exi stence; is that correct?

A | -- | guess in the way that WX is still in
exi stence after a nmerger to Devon, University Lands is
still in existence. They're their -- you know, their
own entity. Sable Perman is still in existence.
Really — really, it's only Chisholmthat — well, and
Chisholmis still in existence. Those assets are now

operated by Perm an Resources. So you know, when we

do sell a conpany, we -- we make sure we sell it to
a -- a prudent operator that's going to nanage
those -- those assets responsibly.

Q But Chi sholm Sable, BC, you did not do a

merger with Ri dge Runner Resources |l; correct?
A Yeah. That's correct. Sable also went
to -- is now -- their assets are owned by Perm an

Resources, which I think is a conpetent operator
and —

Q So that description you did with WX and
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Devon is actually incorrect. Do you agree?

A | do not agree.

Q Okay. All right. Wen did R dge Runner
Resources |l cone into existence?

A Ri dge Runner Resources |l canme into
exi stence in August of 2023.

Q And is that al so when 3R Operating also cane

i nto exi stence?

A 3R Operating cane into exi stence a good bit
before that, | think at |east one or two years before
t hat .

Q In your Exhibit 3R 54 — drilled 111

hori zontal wells in Eddy and Lea Counties, New Mexi co;
Is that correct?

A That's correct. Qur -- our team over our
experience in New Mexico — yeah -- has been invol ved
in -- in drilling about 111 horizontal wells —

Q How many of those wells did Ri dge Runner
Resources Il drill?

A So like | said, with the conpany unbrell a,
3R Operating is actually the entity that would dril
those wells, so 3R Operating has drilled nine of -- of
those horizontal wells.

Q So you list 111 horizontal wells; correct?

| know you've already answered that question. So 3R's
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drilled nine wells. How nmany has Ri dge Runner
Resources |1l operated?

A So -- so 3R Qperating is the operating
entity. So Ridge Runner Resources |l owns the acreage
and -- and the interest, but it's under the sane
unbrella, so -- sol -- | don't know that the question
is —is -- I'"'mnot sure where we're going with this
questi on.

Q | think you've answered it. Thank you.

In your resune, you state that you do A&D
for Ridge Runner; is that correct?

A Yeah. That's one of ny responsibilities
wth the conpany. Yes.

Q And just for clarification, A& stands for
acqui sitions and divestitures; do you agree with that?

A That is correct.

Q So is it fair to say that R dge Runner
Resources Il is acquiring acreage to drill wells to
prove the assets to eventually sell?

A Il -- 1 don't think that's -- that's
necessarily true. W'd like to create value for our
I nvestors in whatever way possible, so if -- if that
means operating and hol ding the assets |long term
that's -- that's exactly what we'll do. Qur teanis,

you know, been in New Mexico for a long tine. Scott
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has 35 years of experience here. W' ve been in New
Mexi co; we're going to be in New Mexico in one form or
anot her.

Q The previous entities, the non-3R entities
that you |list on your slide 3R 54, have they sold al
their assets and wells?

A So you're saying -- asking about Chisholm

Energy, Ridge Runner Resources | and BC operating?

Q Correct.
A So -- so yes, those -- those entities have
basi cally been sold or acquired by -- by another

entity simlar to the way WPX has been w th Devon.
That's a common -- it is just part of the oil and gas
| andscape. A&D happens, and sonetines it

makes -- makes nore sense for, you know, a -- a
different conpany to -- to continue the managenent of

t hose assets.

Q Do any of those involve nergers with the
conpanies — or did Ridge Runner | nmerge wth Matador?

A That was an acquisition.

Q So do you think it's a fair conparison to

conpare WPX and Devon to the transaction that was done
by Ri dge Runner Resources | and Matador?
A | do believe it is. | -- 1 think the -- the

di fference between an acquisition and a nerger
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IS -- is pretty -- pretty nuanced. | -- | think nost
people would -- would see that as effectively an
acqui sition, the WPX and Devon deal .

Q Do you have a projected tineline to sel
based on your financial backing of private equity
conpany from EnCap?

A Yeah. | think I've hit this several tines.
There is no obligation to sell within a certain
timeframe. | — | -- you know, | signed the -- the
agreenents with -- with EnCap nyself and revi ewed
them and there is no obligation to sell within a
certain tinmeframe within that period.

Qur -- our obligation is to maxim ze val ue
for our investors and be a good stewardship of
the -- the mnerals and -- and maxi m ze val ue, al so,
for our partners and other owners within the acreage
and wel | s.

Q Okay. But when a conpany |ike Ridge Runner
Resources Il does sell its wells and units to another
conpany, is it fair to say it sells and assigns all
Its working interest in the wells and units?

MR. PARROT: Pardon me, M. Exam ner.
| may have an objection. |1'mnot quite sure | heard
the question correctly.

Was the question in regards to Ridge
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Runner |1 or Ridge Runner 17?

THE HEARI NG OFFICER: | don't believe
M . Savage specified that.

M. Savage?

MR. SAVAGE: Well, the actual |anguage
| used was when a conpany such as Ri dge Runner
Resources 11, so that could be any conpany in the
position of Ridge Runner |1l -

THE HEARI NG OFFI CER:  Ch. You said
Ri dge Runner 11? | didn't hear you.

MR. SAVAGE: Yeah. A conpany such as
Ri dge Runner 11, so a conpany that acquires assets and
then sells them when it actually sells its wells and
units to anot her conpany, does it sell and assign al
its working interest in the wells and units?

THE HEARI NG OFFICER: |Is there an
obj ection or not?

MR. PARROT: Yes, M. Exam ner. This

calls for speculation. There's no evidence that Ridge

Runner |1 is currently selling any assets.
THE HEARI NG OFFI CER: | believe the
W t ness can answer the question. |[If that's the

answer, that's the answer, but | think M. Savage is
aski ng about history, previous history as well. So

' mgoing to overrule the objection.
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And pl ease answer the question.
THE WTNESS: | don't think there's any
obligation to sell all of the -- the working interest.
| -- | think nmaybe sonetines that happens if that's
what mekes sense for the deal, but there's -- there's
no obligation to do that. No.
BY MR. SAVAGE

Q So in the previous -- assign all its
Interests to — what interest did they reserve?

A You want nme to outline a | ease exhibit and
wel |l schedul e for you right here?

Q Just in general. So you say that they did
not assign all the interest, so generally, in general
ternms, what would they have reserved?

A Qur conpany did a nmanagenent buyout on a
portion of the assets, and we continued to manage
t hose.

Q So at the point in which you do the
transaction, and as you describe in your exhibit, you
do the exit, you exit fromthe assets and the other
conpany takes over, is there a change of operatorship

that is put in place with the OCD?

A Potentially, for -- for some of the wells,
but as -- as | just told you, with Ri dge Runner |
that -- that wasn't the case. For -- for sone of the
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assets and --

and wells, we retained those and

continue to nmanage themto today.

Q But there would be an operatorship change
for the ones that you do conpletely assign; do you
agree with that?

A It depends entirely on the ternms of the
deal. Potentially, but not necessarily.

Q So for those wells that a conpany who nakes
t hat kind of transaction with a sign and sell, would

the selling conpany be responsible for

the transaction?

specul ati on.

MR. PARROT: (Objection. This is

This is not a question about any deal

t hat has happened, this is a question about

hypot heti cal transaction that m ght or

t ake pl ace.

BY MR SAVACGE:
Q Are

to take care of that Ridge Runner Resources | was not

THE HEARI NG OFFI CER: | under st and.

M. Savage?

you aware of any spills that

responsi ble for?

THE HEARI NG OFFI CER:  So, M.

are you answering -

MR. SAVAGE: Oh. |'msorry.

spills after

m ght not ever

a

Mat ador had

Savage,
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So this is a situation that Ridge
Runner Resources Il would be in upon if they nade a
transaction that they are showing -- they're nodeling
previous transactions in their Exhibit 54. They're
showi ng how they successfully built these packages and
assets and then successfully sold them and exited.

Okay. So if they follow this pattern
and they sell the assets and they assign the interest,
woul d they then be no |onger obligated to do any
cl eanups or spills if they occurred? And --

THE HEARI NG OFFI CER:  All right. |
sustain the objection. You're asking for conplete
specul ation at this point, so please nobve on.

BY MR, SAVAGE:

Q You state that WPX/ Devon has not been active
in the area of the subject lands; is that your
st at ement ?

A Yes. Wthin the township, they have one
exi sting producer well. | -- 1 think that
denonstrates pretty clearly -- and that — that one
well is a one-mle drilled in 2019, which is not
standard. Typically, people were drilling two mles
or nore. So |l -- 1 thinkit's -- it pretty clearly
denmonstrated that Devon/ WPX does not have nuch

experience at all in the i medi ate area.
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Q But isn't it true that when you gathered the
production data in the area on which you built your
type curve well set and graphs in your 3R 56 exhibit,
and that's page 58, that you included the producing
well s of WPX and Devon in the area?

A So by definition, when you put together a
type curve, you -- you need a statistically
significant well sanple size, and this acreage is
pushing the western edge up the basin, so that type
curve box was drawn to nine townships and did rope in

some Devon/ WPX wel | s.

But | -- | don't believe that those -- those
wells are -- denonstrate experience in this imedi ate
area. It's over a township away, and then, at that,
on the eastern edge of that township, so a -- a fair

number of mles away, and the geology is quite
variable, so | -- | don't believe that that shows
experience that would be particularly relevant to this
devel opnent .

Q But it was relevant enough for you to
I ncl ude those WPX and Devon wells in the dataset?

MR. PARROT: (Objection, argunentative.

Counsel is characterizing the relevance for the
wi tness, which isn't allowed. |It's also asked and

answered. The wi tness expl ai ned why he included those
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addi ti onal wells.

THE HEARI NG OFFI CER:  Well, M. Parrot,
| think he's trying to elicit fromthe w tness why
they were rel evant for one purpose and not for another
purpose. | find that relevant, so |'mgoing to
overrul e the objection.

Pl ease answer the question.

THE W TNESS: Absolutely.

| -- I think by definition, when you
put together a type curve, you' re shooting for the
average. So inherently, you'll have sonme wells that
are in slightly better geol ogy, sone wells that are in
slightly worse geology. You'll take that average
toget her and cone up with your type curve. That's
representative -- that average is representative of
what you expect the results to be at that unit of
focus. But -- but it's the average that's
representative, not those specific wells.

BY MR. SAVAGE

Q So the variables in geology, that can affect
t he outcone of production. Do you agree with that?

A | do agree with that.

Q So why didn't you use just the area where
the geology is simlar?

A A --a big portion of that is -- |like we've
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di scussed, the conpletion technol ogy has inproved
pretty significantly over tinme, so with this being
towards the western edge of the basin, several of the
wells that are in the immediate vicinity have been
under-conpl eted — well, just conpleted wth ol der
vi ntage conpletions that are not representative of
current design and current well performnce.

So |l -- | thought it was thorough to bring
I n and consider the uplift that occurs because of now
nodern conpl etions, which are -- are now bi gger, and
in order to do that, | had to push ny type curve box
to the east and rope in sone wells that are a little
nore basin —

Q Okay. So by expandi ng that type curve box
and including geology that's irrelevant or very nuch
different that affects production, would you agree
that that underm nes the credibility of your data?

A | would not agree with that. As | said, the
type curve is neant to get to the average that is
representative of the acreage of focus. So, |ike |
said, there'll be sone wells that are in geol ogy
that's slightly better, sone wells in geology that's
slightly worse, but the average will work out to be
sonething that is representative of the acreage of

f ocus.
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And | -- | think that is what's been
acconplished here, and I -- | think that's further
denonstrated by the fact that if you | ook at WPX' s
type curve for the Wil fcanp XY, it's exceptionally
simlar to ours. There's -- and | think that makes it
pretty -- pretty obvious that this type curve is
representative, and the nethodol ogy used here is good,
and | -- frankly, | think WPX agrees with it.

Q Is it accurate to say that you used nore
Devon/ WPX operated wells in your type curve set than
you did the 3R operated wells?

A This gets a little tricky because | -- |
think if -- WPX does not operate the -- as many wells
as you -- as you represented. A lot of those wells
are operated by Devon. So if we want to get into this
nuance of different corporate entities, | think that's
not true. | think WPX operates |ess wells
than -- within the type curve, | think there are nore
wells that 3R was involved in drilling and conpleting
than wells that WPX was involved with drilling and
conpl eti ng.

Q So previously, you said that 3R operated

nine wells; is that correct?

A Specifically, 3R, but our tean s previous
experience with other entities is what |I'mreferring
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to, so — and that's simlar to the way that you're
referring to -- yeah. You're -- you're roping in
Devon and WPX wells together. It's the sanme. [|'m
doi ng exactly the sanme thing you're doing.

Q | don't believe that's an answer to ny
guestion, but would you agree that Devon/ WPX oper at es
nore than nine wells in your type curve set?

A | -- | do believe that when you rope Devon
and WPX together that, yes, they -- they operate nore
than nine wells within the type curve set.

Q Wul d you agree that the current expertise
of both WPX and Devon will be used to drill and
operate the proposed wells?

MR. PARROT: (Objection. This is
outside the scope of the witness's testinony. Wtness
didn't testinmony -- sorry. The witness did not
testify about WPX' s experience, at |east not the
experience of their personnel, and what experience,
specifically, WX will use to drill its wells. It
also calls for the witness to specul ate about, you
know, what personnel at WPX/ Devon are going to be
i nvolved in drilling wells.

THE HEARI NG OFFI CER: M. Savage?

MR. SAVAGE: Well, | nean, that's a
fair objection, but | think he is answering questions
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to defend his position by saying WPX and Devon are
conpletely separate entities, and clearly, there's a
distinction, so | would ask the question to address
t hat .

THE HEARI NG OFFI CER: And what was your
guestion?

MR. SAVAGE: So the question was: A
conpany |i ke WPX and Devon who has nerged, wouldn't
you expect themto bring their conbined expertise to
drill and operate any wells that they have proposed in
t hese applications?

THE HEARI NG OFFI CER: | sustain the
objection. It's conplete specul ation.

MR. SAVAGE: Okay.

THE HEARI NG OFFI CER: Pl ease nobve on.

MR. SAVAGE: Ckay.

BY MR, SAVAGE

Q Are you famliar with the production of
Devon and WPX's wells that you included in the type
curve?

A | -- I amrelatively famliar with
the -- the publicly avail able data. Yes.

Q Wuld it be fair to say that they
out perfornmed the set of 3R wells and other 3R wells

menbers have clainmed to have been involved in the past
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within this type set?

A As we discussed, there's a variation in
geology, so |l -- 1 think the -- like |I said, there'l
be wells that are in better geology, wells that are in
wor se geol ogy, and we'l|l take the average of that. So
| -- the wells that are in better geol ogy, nore
east -- further to the east and nore basin where -- |
wll agree that a few of those wells have outperforned
the 3R operating wells.

But in the i medi ate area, | would say that
our well performance is -- is quite simlar, and you
don't have a lot to go off of with the one very poor
performng Frontier well that was m s-landed. | -- |
think I'd say that that well's pretty di sappointing
and a pretty poor show of well performance for
Devon/ WPX.

Q But you agree that your data set, which
I ncl udes the Devon/ WPX wells is an average and does
not reflect the one single poor-performng well; you'd
agree with that?

A Sorry. Could you repeat that?

Q Ckay. Yes. So you nentioned that Devon has
this one well that you find disappointing. Your
cunul ati ve graphs show an average in this area. You

agree that that well does not inpact or reflect what
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WPX and Devon contributes to your type set?

A | -- I wouldn't agree with that. | -- |
think that that well is the cl osest Devon/ WPX
well -- it's actually in the given unit, so it's,

obviously, in the sane geology, and it's a very
poor-performng well, so -- so | -- | think that that
wel | should be weighted nore heavily and actually
focused on nore so than the wells that are to the
east, and — and like | said, in -- in the higher end
of the average geology within the type curve.

MR. SAVAGE: Ckay. | have no further
questions. Thank you.

THE HEARI NG OFFI CER: Thank you,

M. Savage.

M. Fordyce?

TECHNI CAL EXAM NER FORDYCE: Yes,
M. Hearing exam ner. | have one question I'd like to
ask.

l"d like to direct your attention,
M. Slagle, to Exhibit 3R 125 on page 127.

THE HEARI NG OFFI CER: M. Fordyce, wait
until we get this on the screen so everyone can see
it.

TECHNI CAL EXAM NER FORDYCE: Ckay.

MR. PARROT: Is that it?
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TECHNI CAL EXAM NER FORDYCE: Yes.

M. Slagle, this slide discusses frac
hits fromwells landed in the Bto wells |anded in the
XY; correct?

THE W TNESS: That's correct.
TECHNI CAL EXAM NER FORDYCE: And this
slide shows that you have to go through the Wl fcamp A
If you're going to have a fracking fromthe B to the
XY; correct?
IS correct.

THE W TNESS: That

TECHNI CAL EXAM NER FORDYCE
curious. 3R is proposing a well
of this spacing unit, the 804H to be | anded
whi ch woul d be directly bel ow the WPX wel |,
that's landed in the AL So |'m wonderi ng:
concerns about frack hits fromthe B to the
you concerned about a frac hit from your
to WPX's 431H?

THE W TNESS:

Yes. W -- we

concerned about that, and it's --
| i ke to di scuss with Devon/ WPX. | think it'

very unfortunate the --

wel | was devel oped as a single one-mile in the Ain
bet ween these two zones on its own previously.
| -- 1 think it created a -- a very
Page 126
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difficult parent-child well situation here, which has
the potential to create sone significant waste, and
lI"'m-- I"m-- 1 think it's very unfortunate that
Devon/ WPX chose to develop it in this way, and | -- |
think, frankly, be a pretty poor steward of the -- the
m nerals in doing that.

So we're open to -- to discuss, you
know, the drilling of those two wells, the -- the 704H
and the 804H wi th Devon/ WPX and -- and nmake sure

everybody's confortable with the -- the inplications
of potential frac hit -- hit there.
And yeah, | -- | do think it's

unfortunate that we've been put in this situation
because of that |ack of conprehensive devel opnent
strategy that WPX enacted in -- in 2019 as just
a-- clearly, a -- a bare mninumeffort to just get
their |lease held and maintain their position and not
really focusing on maxi m zing reserves capture or
value for corelative owners.

TECHNI CAL EXAM NER FORDYCE: All right.
Thank you, M. Slagle. | have no further questions.

THE W TNESS: Thank you.

THE HEARI NG OFFI CER:  Ckay.

M. Suazo, do you have any redirect for

this witness?
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MR. SUAZO. Yes, M. Examner. 1'll be
handling the redirect.

THE HEARI NG OFFI CER: Al |l right.
Pl ease keep it brief. He went on quite sone tine over
the 15-mnute limt. | allowed for that, but please
keep it brief.

MR. SUAZO  Under st ood.

THE HEARI NG OFFI CER: Thank you.

May we share our screen, please?

THE HEARI NG OFFI CER:  Yes.

MR. SUAZO. Sorry. G ve us just one
monment. Thank you.

REDI RECT EXAM NATI ON
BY MR SUAZO
Q Al right. M. Slagle, we're |ooking at

Exhi bit 3R 54, tal king about your team s experience;

correct?
A That's correct.
Q And why is your team s experience with wells

that are drilled and conpl eted by Chi shol mand Ri dge
Runner | and other entities relevant?

A It -- it was largely the sane staff, so
| -- 1 think that experience has infornmed us and
wll -- will help us to be a better operator noving

forward. And | think it's exceptionally relevant here
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because we have, you know, 20 of those 111 wells
drilled immediately in this township with -- with
three of them just being drilled at the end of | ast
year, so that's very recent experience. So -- so |
think that close proximty and the tineliness of that
makes us a nmuch nore experienced operator in the area.

In contrast, Devon/WPX in the |last ten years
has only drilled a single one-mle well, which we've
stated was drilled in a -- a poor target and now has
created terrible parent-child issues that we have to
contend wth.

Q And can you give us sone idea of the team
menbers who were involved in Chisholmand R dge Runner
| who will also be involved in the current devel opnment
pl an, just for this proposed pair of spacing units?

A Yeah. Absolutely. It's the -- it's the
maj ority of our team All of our C-suites, our two
co- CEGs who has a geol ogist and a reservoir

background; our COG our CFO Tyler, who's here today

who is the -- you know, our operations nmanager, you
know, he was directly involved with drilling of -- of
all these wells, and he can get -- get into all the

nitty gritty details probably nuch nore than anyone
here wants to get into about his experience drilling

t hose wel |l s.
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And then, obviously, I -- | was involved
with -- with all those teanms. We've added a few team
menmbers along the way, but | -- | think they -- they
al so have rel evant New Mexi co experience, and they've
been able to learn fromour team s direct experience
In the area.

Q Thank you. We're going to turn to Exhibit
3R 56. Do you recall WPX' s |ine of questioning about
the difference between your data set in a nine
townshi p area versus your data set in a single
townshi p area?

A Yes.

Q Why are the WPX wells two townshi ps or nore
di stant fromthe subject |ands relevant to a type

curve but not relevant to WPX's ability to prudently

drill and operate wells in the subject unit?

A | -- I think the geology is just -- just
very conplex. So they're relevant because, |ike, |ike
| said, the type curve is -- is an average, SO you

rope in sone wells that are in slightly better

geol ogy, you rope in sone wells that are in slightly
wor se geol ogy, and you cone to a statistically
significant sanple size, and you -- and you get to
your average type curve that's representative of the

wells that you're going to drill in the area of focus.
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Q Thank you. Still on this exhibit, do you
recall the line of questioning from WX about wells on
the eastern edge of your map here that are operated by
WPX/ Devon perform ng better than sonme of the wells

operated by 3R in the western side of the map?

A Yes.
Q Can you hel p us understand the variation in
wel | performance as you go fromeast to west? |'m not

entirely sure that | understood from your testinony
what you were getting at.

A S0 as you -- as you nove west,
you're -- you're ranping out of basin, so zones are
t hi nning, the geology gets pretty conplex, there's a
very conplicated relationship with water-oil ratio
and -- and water production there that I think if you
don't have i medi ate experience -- a -- a township is
a long way when it cones to geology, so if you don't
have i nmedi ate experience -- you know, if your
I mmedi ate experience is 10 mles or nore away, | think
you're going to | ack the understandi ng of those
conplex relationships with the -- the water-oil ratio,
wat er saturation, faulting, the -- the specific
structure in the area. And -- and sone of this,
our -- our geologist, M. Brian Atwell may have a

better understanding than | do and nmay be able to
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comment on this a -- alittle further since -- since
he's the geol ogi st.

Q Okay. Thank you. Just one | ast question.
You' re tal king about specific things such as faulting
gas-oil ratio, water-oil ratio, that may be highly
vari able as you go fromeast to west. Can you give us
one exanple in the context of designing a conpletion
for the current subject [ands of how you woul d do that
differently based on your proximte experience,
wher eas Devon/ WPX may not have that expertise?

A | think, specifically, here, | think
Devon/ WPX doesn't probably understand where the water
Is comng fromhere. | think we see water-oil ratios
I ncreasing and becom ng nore variable as you get
shal | ower.

Sol -- 1 think with our experience here,
we're well aware of that and design our devel opnent in
order to avoid connecting up with sone of those
shal | ow zones with higher water-oil ratio that nmay
negatively inpact well econom cs here, where
with -- with their |ack of experience in the area, |
t hi nk WPX woul d not be aware of that and nmay
accidentally frac up into one of those shall ow zones
with high water and damage the -- the econonics of

their wells.
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MR. SUAZO. Thank you. No nore
guestions. Thank you for your tine.

THE HEARI NG OFFI CER: M. Savage, any
cross on the redirect?

MR. SAVAGE: |I'll ask a couple
guestions, sir.

RECROSS- EXAM NATI ON
BY MR SAVAGE:

Q So, M. Slagle, you said that as you nove
east to west that the geol ogy becones nore conpl ex;
correct. Is that a fair assessnent?

A | -- | guess | just said that the geology is
general |l y conpl ex.

Q Okay. So the geology is conplex is what you
said; correct?

A That's correct.

Q Ckay. So are you aware that because the
conplexity of this geology involving the Purple Sage
Wbl fcamp that the Division has nmade special rules for
t he spacing requirenments?

MR. PARROT: (Objection. This is far
beyond the scope of redirect. W asked no questions
during redirect about OCD regul ati ons.

MR. SAVAGE: It goes to their

under st andi ng of the conplexity of the geol ogy.
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THE HEARI NG OFFI CER: How does the
guestion go to understandi ng the conplexity of the
geol ogy?

MR. SAVAGE: The OCD, in order to
account for the conplexity of the geol ogy, has made
special field rules under order 14262.

THE HEARI NG OFFI CER:  Ckay.

MR. SAVAGE: They changed the setbacks
fromthe statew de rul es.

THE HEARI NG OFFI CER:  Ckay.

MR. SAVAGE: So one woul d expect if
sonebody understood the conplexity of the geol ogy that
they would utilize those setbacks. | amtrying to
i nqui re whether or not they did.

MR. PARROT: M. Exam ner, may |
respond?

THE HEARI NG OFFI CER:  No. | heard the
obj ection, so |I understand the objection. |t just
depends on how broadly I'mgoing to interpret.

s this the beginning of a |ine of
guestioning, or is this a single question?

MR. SAVAGE: So this is a question that
woul d al so be addressed to the | andman, C-102s.

THE HEARI NG OFFI CER:  Ckay.

MR. SAVAGE: And it would be also -- |
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beli eve, the operations manager nentioned spacing
efficiency within his testinony or exhibits. So this
is a question to 3R s general understandi ng of the
geol ogy and how they utilized the Division's rules to
account for that conplexity of the geol ogy.

MR. PARROT: M. Exam ner, may | inpose
on you to allow one coment, mnyself?

THE HEARI NG OFFI CER:  Sure.

MR. PARROT: This question also calls
for |l egal analysis of the comm ssion's rules, and
that's not something that this witness is qualified to
do.

THE HEARI NG OFFI CER: Ckay. So |'m
going to overrule the objection. This w tness can
answer the question or is ordered to answer the
guesti on.

To the extent that you are not a
| awyer, that you are a reservoir engineer, just answer
it within your specific field of expertise. But you
did open the door to this conplexity of the area, so |
think it's a fair question as long as it doesn't go on
for all norning |ong.

Pl ease answer the question.

THE W TNESS: Wbould you m nd repeating

t he question? Sorry. W had a lot of interimhere.
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MR. SAVAGE: So I'll rephrase the
guesti on.
BY MR SAVAGE:
Q So in the devel opnent of your spacing unit
and considering the conplexity of the geol ogy, are you
aware that you could design your spacing unit with the

330 setbacks that have been nodified under OCD field

rul es?
A Am | aware that | could do the devel opnent
wth the 330 setback? I'm-- I'mwell aware of that.

| -- I think that's standard in the -- the Purple Sage
since it's a gas unit to have 330 spacing from both
the first take point and | ast take point parallel to
the well.

Q Are you aware that in your exhibits and in
your spacing that you used a 660 statew de setback for
your | ateral s?

MR. PARROT: (Objection. Again, this is
far beyond the scope of redirect. There was a tine to
ask these questions, and that time has passed.

THE HEARI NG OFFI CER: So | sustain that
obj ecti on.

MR SAVAGE: Okay.

THE HEARI NG OFFI CER: This is not the

proper tinme to ask that question.
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MR. SAVAGE: |I'Il reserve that to the
| andman, and - -

THE HEARI NG OFFI CER: Perfect.

MR. SAVAGE: Okay. Thank you.

THE HEARI NG OFFI CER:  Anyt hi ng el se,
M. Savage?

MR. SAVAGE: No. |'mdone. Thank you.

THE HEARI NG OFFI CER:  Ckay.

M. Fordyce, did anything cone up that
you would |like to cross-exam ne on that redirect?

TECHNI CAL EXAM NER FORDYCE: No,

M. Exam ner. Thank you.

THE HEARI NG OFFI CER:  AlIl right. This
W tness may be excused.

Thank you, sir.

THE W TNESS: Thank you.

THE HEARI NG OFFI CER:  It's 11:35. |
don't know how you want to proceed, M. Suazo. |Is the
next wi tness going to be, in you're anticipating, as
| ong or not?

MR. SUAZO. | don't think he'll be as
| ong, no.

THE HEARI NG OFFI CER: Okay. \Why don't
you call your third w tness, then?

MR. SUAZO. 3R calls Tyler Lane.
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VWHEREUPOQN,

TYLER LANE,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE HEARI NG OFFI CER: M. Lane, |
rem nd you, you're under oath. Let's get you
qualified as an operations engi neer.

THE WTNESS: All right.

THE HEARI NG OFFI CER:  You've heard the
guestions | asked the other — w tnesses.

THE WTNESS: ['Ill try to renenber. So
I f you could give ne sone dates and specifics about
your education and expertise, |'d appreciate it.

THE W TNESS: Sure. Yeah. | graduated
with a petrol eum engi neering degree from Texas Tech
University in 2010. While | was in school, | did have
a handful of internships, two of them actually, at
Range Resources group in Fort Worth. Those

i nternshi ps span nultiple engineering disciplines from

reservoir to drilling, conpletions production.
Once | graduated from school, | did go
wor k for Range Resources as a full-time drilling

engi neer, spending time in nmultiple different basins

across the United States. After | left Range in 2017,
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| went to ChisholmEnergy and worked there and in a
short period started ny own consulting firm hel ping
| ocal operators develop their assets, before finally
hiring on with R dge Runner Resources in June of | ast
year .

THE HEARI NG OFFI CER: Ckay. And what
is your title now?

THE W TNESS: Operations nanager.

THE HEARI NG OFFI CER: Ckay. \What does
an operations engi neer do?

THE WTNESS: | would classify that as
handling fromthe permtting phase of devel opi ng your
acreage through drilling conpletion and then turning
the wells in line for production.

THE HEARI NG OFFI CER: | see.

THE WTNESS: | handle pretty nmuch al
engi neeri ng aspects on operations outside of the
actual day-to-day production.

THE HEARI NG OFFI CER: | under st and.
Okay. Thank you.

Any objection, M. Savage?

MR. SAVAGE: No objection.

THE HEARI NG OFFI CER: Very good. From
hereon in, you're qualified before this Division as an

expert in operations engi neering.
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M. Suazo?
MR. SUAZO. Thank you, M. Exam ner.
DI RECT EXAM NATI ON
BY MR SUAZCO
M. Lane, good norning.
Mor ni ng.
M. Lane, are you enployed by 3R Operating?
| am
And what is your position?
Oper ati ons manager .

How | ong have you worked for 3R?

> O >» O » O >» O

Si nce June of 2024.

Q Ckay. And are you famliar with the | ands
that are the subject of the applications in this
proceedi ng?

A | am

Q And you've been involved with the planning
devel opnent of the well pad and facility design with
3R S devel opnent pl an?

A That is correct.

Q And you provided an affidavit in this case;
Is that correct?

A | did.

Q Did you provide any exhibits or attachnents

to that affidavit?
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A Yes, | did.

Q Okay. And were those exhibits in the
affidavit prepared by you directly or under your
direction?

A Yes, they were.

Q Okay.

MR. SUAZO. M. Exami ner, are there any
objections to these? Okay.

THE HEARI NG OFFI CER: VWhat's the range
of these that you Bates stanped thenf

MR. SUAZO. These are 3R 59 through 70.

THE HEARI NG OFFI CER: 59 t hrough 70.
Okay. Thank you.

MR. SUAZO. Oh. And there's 3 rebuttal
sl i des.

THE HEARI NG OFFI CER: Got it.

MR. SUAZO.  Okay.
BY MR. SUAZO

Q Let's start with your first exhibit, which
is 3R 65. This says "Since 2018, 3R teamleads in
drilling and production in the Crystal area.” Can you
pl ease wal k the Division through what's represented on
this slide?

A Sure. Really, the point of this slide is to

outline the -- the extensive experience that this team
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has had in devel opi ng acreage within this township,
23, 26. The map on the right is -- we've -- we've
seen this map quite a bit today, but the Crystal area
is outlined in the red box in sections 32 and 33 at
the bottom of the map.

The bl ack boxes are outlining wells that the
3R team has had a direct hand in developing all in the
| ast seven years since 2018, nine separate DSUs in
fact that the 3R team has hel ped devel op. Wthin that
six-mle township, the production to date, and these
are updated nunbers as of the February reporting,
the -- the developnents |led to greater than 2.8
mllion barrels of oil produced and nore than 16 BCF
of gas all since 2018.

Wthin -- within this towship, a little bit
further breakdown and getting nore into the
statistics, but the 20 total wells that -- that Jon
had mentioned earlier that we've had a direct hand
in -- in devel oping has total ed nore
drilling -- drilling feet, totaling nore than 360, 000
total feet and then also perforated nore than 160, 000
feet all within this township, and all doing that
whil e consistently delivering wells under budget.

MR. SUAZO. Al right. Next slide.
/1
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BY MR. SUAZO.

Q This slide covers 3R s near term devel opnment
pl an. Can you please explain to the Division what is
represented here?

A Sure. Just want to outline that we do have
a conprehensive devel opnent plan in the near termfor
this Crystal area with near-term permt approvals
and -- and near-term devel opnent, timng, we do have
sone | ease expirations that we have to satisfy. But
first, I"ll -- 1"l point out the map on the left.

Agai n, the Crystal devel opnent is outlined
in the red box. The black boxes are -- are show ng
actual 3R operated producing units, or operated units
that have permts, or 3R proposed units, the -- the
wel I s have been proposed to partners. The table on
the top right is outlining our drill schedul e and
permt approvals, when those permts were submtted.

It outlines the seven Crystal wells that we've

di scussed today with the -- with the one infill well
being the — the outlier.

The red box at the top right is -- is
circling the -- the first two Crystal wells and

show ng that we woul d have a spud date by August of
'25. Having a spud date in the third quarter of '25

wood satisfy the -- the | ease expiration that we're in
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j eopardy of losing in October.

| know that 3R does not have a -- a current
rig running, but we do have plans to pick one up. W
have plans to pick that rig up in June of 2025. W
woul d definitely comence operations at Crystal as
soon as we received a -- a pooling order, potentially
by July, satisfying the August 2025 spud date that
we' ve represented on the -- on the drill schedul e.

One thing that | would like to point out is
if you -- if you go through that table, you'll see
that only two permts have been submtted to the BLM
You'll see that the remaining five have been placed on
hol d. That is because our permts and the progress of
the permts through the BLM s approval system has been
halted due to a WPX/ Devon protest all w thout
noti fying 3R

So after we were made aware of the -- the
protest made by WPX -- actually the BLM nade us aware
of this protest — we did -- we had decided to put the
remai ni ng APD submittals on hold until a resolution
Is -- is received fromthis pooling order, or from
this pooling hearing.

But our APDs are on a high-priority list.

Of course, we have the |ease expiring. Qur director

of environnental and regulatory that's on staff at 3R
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I's in constant conmunication with the BLM and -- and
show ng them our devel opnent schedul e, and maki ng sure
that we have permits approved in time for when the
drilling rig would be arriving.

Q Ckay. Thank you.

MR. SUAZO  Next slide.
BY MR. SUAZO:

Q So this slide covers 3R s environnmental ,
soci al, and governnents policy. |1'Il refer to that
shorthand as ESG |s ESG inportant to 3R?

A Yes. Yes, it is. It's a--it's a core
doctrine of 3R One -

Q And how does this slide reflect that core
doctrine?

A It -- it wal ks through sonme of the -- the
steps that 3R has taken over the years to operate
within conpliance of New Mexico's precursor rules as
well as -- rules, setting us up for long-term success.
But it also outlines steps that 3R has taken to go
above and beyond the current rule set.

Just for a -- a quick overview and track
record of the teamand -- and 3R s recent history, had
zero spills in the year 2024 and also the first
guarter of this year, zero incidents with enpl oyees

and contractors. W have a full-tine, on-staff

Page 145

Veritext Lega Solutions
Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

director of environnental and regulatory. His nanme is
Austin Tranell.

As | nmentioned earlier, those operations
that we -- we operate in New Mexico, you know, at or
above the precursor rules; we have a zero flare policy
as a conpany; nodern facility designs that are in
conpliance with said rules earlier.

I'd like to call you out to the pictures in
the right. That's actually the -- the rented
facility. It's a 3Rfacility that was constructed in
the third quarter of |ast year. But as you can see,
It's a -- it's a nodern facility design and has fully
encl osed vent systens that's inproving environnental
protection and al so hel ps us safely operate.

Q And you nentioned using mcrogrids. Wy is
that significant?

A Electrification is a problem here,
and -- and we're always striving to try to -- to |ower
LOE for our working interest partners. Mcrogrid
systenms along with turbine systens would -- would help
us deliver LOE costs that are simlar with e-line
cost, or electric line cost. It also hel ps reduce

em ssions, and it delivers nore stable power to pads.

Stable power is -- is very inportant for delivering
| ower LOE and -- and nore production to partners.
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One -- one bullet point | skipped over,
and -- and we can get to on the next slide, but I
mentioned that we -- we do have a -- sone steps that

3R takes that are sonewhat above and beyond the rules.

We do have an -- an adaptable and reusable |iner
system that we use under our drilling and conpl etion
operations, and that's for spill mtigation,

especially in sensitive karsting areas.

Q Yeah. Let's |look at that next slide because
| think that illustrates your testinmony just now. And
this liner system can you please explain the
significance of the liner systemin relation to the
| ocation that's depicted on this slide?

A Sure. First, I'Il call your attention to
the map on the left. This map is show ng karsting
occurrences through the subject areas. The pink is
showi ng critical karsting areas, orange is high, and
yellow is medium Again, the Crystal unit is outlined

in the red box with the proposed pads and are the

orange squares. But you'll see that they fall within
the -- the nedium karsting area.
| specifically called out the -- the Rena

Pad that's to the north of that just a few mles

because | have the -- the picture on the bottom ri ght
Is this liner systemin -- in works. It -- the liner
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systemis a -- it's a -- it's a plastic liner with
a-- with a felt top that goes down. It's -- it's

pretty nuch a puppy pad. It's to enclose all the

active drilling and conpl eti on operations and and
keep spills contained before they ever hit -- hit
dirt.

This — the -- the picture is -- it's a
little hard to see, but the -- the black tarping that
I's somewhat -- the square that's underneath the frac
fleet, you'll see that the -- the frac fleet,
the -- the mssile, the silos, the working tanks, the
chemcal totes, wire line operations, pretty nuch al
drilling and conpletion operations and active work

areas are contained within this |liner and berm system

And one nore point on that is it's

adapt abl e and reusable, so the -- the sanme |iner that
goes down for the drilling rigis -- after the
drilling rig noves off, it is cleaned, it is rolled up

and then re-rolled out and adapted to a different
footprint to fit under the frac fleet.

MR. SUAZO. Okay. Next slide.

THE CLERK: Hearing Exam ner, we're at
4 m nutes, 23 seconds.

THE HEARI NG OFFI CER: Thank you.
/1
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BY MR. SUAZO.

Q Now, this slide explains that 3R has an
agreenent for 100 percent reuse-recycle system Can
you pl ease wal k us through that as depicted on this
slide?

A Sure. Well, we'll take a look at the map on
the -- on the right-hand side of the slide first. The
blue lines and red |lines are show ng the water system
pi pelines. You'll see that they span significantly
across Eddy and Lea County all the way down to the
state line.

The small squares are show ng recycle and
treated water facilities, storage facilities, and how
they' re spread across the two counties as well. The
bl ue shaded area is the dedicated area that 3R is
dedi cated to the -- to our dedication, or to the
agreenent. And then the -- the arrow is pointing at
the Crystal devel opnent so you can see the close-ol ogy

of this water system

But it's a long-termdedication for -- for
water. It's not just a takeaway for water, it's a
recycle line as well, so think of it as, like, a -- a

two-1| ane hi ghway. We have water that's being taken
away from pads, and then we have anot her dedi cat ed

line that delivers treated water fromthe facility
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back to wherever our conpletions and --
operations are at.
SR will be the anchor tenant i

sout hwest portion of Eddy County. We w

first barrel on the system and |I think that's notable

here.
Q Is that systemthere, then, because of 3R?
A That's correct. That systemis here because
of us. We -- we signed the deal to -- to bring this

I nfrastructure down fromnore central Eddy down into

the southern part of Eddy County.

But | think it's inportant --
the nost inportant bullet point on this
fact that we have recycle options here,
that we're trying to protect New Mexico
resource. We -- we think that it's the

responsi bl e use, being able to utilize r

and deliver them back for conpl etion operations.

Q Excel | ent.

A And then | already -- | already nentioned
that it's kind of |like the two-1ane hi ghway, but just
as a -- a last bullet point, this -- you can tell that

this systemis significant, and it spans nultiple

counties. It -- it would have a throughput of greater
than two and a half mllion barrels per day of
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produced water, and then it has 37 mllion barrels of
treated produced water for in-storage facilities.

MR. SUAZO. Okay. Next slide.
BY MR SUAZO

Q And this slide, it says "All hydrocarbons
are piped day one, no flare, and no hauling."

Qui ckly, please explain the significance of this slide
to the Division.

A Sure. Yeah. This is just going over the
two hydrocarbon streans, your -- your oil stream and
your gas stream the top showing that the acreage is
dedicated to -- to Plains Oyx, the map i s show ng the
Crystal devel opnent, and the pipeline network is in
gr een.

You'll see that the -- the Plains Oyx
pi peline systemruns actually right through section 33
t hat woul d be nearby to our |ocation. So we would
have oil on pipe fromday one, and with a hundred
percent of oil on pipe, you know, we're, of course,
elimnating truck traffic and potential associ ated
wast e.

The gas is in a -- in a simlar situation.

that is actually dedicated to ETC/ Sendero. The map

shows the cl ose-ol ogy of the Sendero system It's a
little bit further away, about a -- a mle, mle and a
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half fromthe |ocations, but it is close. W would
have gas vol umes on pipe fromday one, and with a
hundred percent of that gas on pipe, we would
elimnate the need to flare and, of course, reduce
envi ronnent al i npact.

MR. SUAZO. Ckay. And we have three
rebuttal slides that we can get through, | think,
pretty quickly.

THE HEARI NG OFFI CER: Go ri ght ahead.

MR. SUAZO. Could you please scroll to
t hose?

BY MR. SUAZO

Q Ckay. And this says "WPX/ Devon is slow to
update the nodern frac design,” which other w tnesses
have touched on. Can you please wal k us through what
is presented on this slide?

A Sure. Yeah. This is just outlining
the -- the need for updating to a nodern frac design
and -- and how from-- fromIHS data filtering to Eddy
and Lea County and Wbl fcanp wells, it would appear
t hat WPX and Devon have been slow to adapt to
the -- the nore nodern frack design.

The first table wal ks you through year by

year with -- with average lateral |ength and then

profit per foot and fluid per foot. Even though
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the -- the last couple years, | would say since, you
know, 2023 have stepped into nore of a nore nornal
range for profit per foot, we would still argue that
the fluid per foot is on the | ow side of a nodern frac
desi gn.

At the bottom it's show ng that even though
t hose averages that are above show that the trends
have conme up to nore nodern, just as recently as 2024,
WPX/ Devon has nmultiple wells that are nearby that have
not been anywhere close to the fluid per foot that we
woul d classify as a standard or -- or nodernized frac
desi gn.

The two devel opnents in question are the
M nmosa and the Prairie Fire wells -- had a -- on the
| ower side of profit per foot, but the fluid per foot
is significantly than a nodern design comng in at
around fourteen to fifteen hundred gallons per foot.

MR. SUAZO. Okay. Next slide.
BY MR. SUAZO
Q This slide covers WPX' s CapEx and AFEs
com ng in below average. Can you please explain this
slide to the Division?
A Sure. Yeah. And -- and this -- this slide

is really just taking into account some offset

operator studies that we have done. W reviewed over
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124 two-m |l e AFEs that have been proposed to 3R in Lea
and Eddy County over the past few years. The average
two-m | e AFE woul d be about 10.8 million dollars. The
m ni rum of those 124 AFEs cane in at 8.3. WPX's
proposals that they sent to 3R were sub 8 mllion. So
we're calling into question that these are -- these
are | ow AFEs, and are they understi nul at ed.

Explaining the -- the bullets at the -- in
the table, each dot would represent one of those AFEs
that was reviewed. The industry average is the black
dash line at the top. That's the 10.8 mllion. The
3R Crystal AFEs are in the -- the light blue dash line
that are just below that.

And then you can see well at the bottom
bel ow any of offset operators' proposals over the | ast
coupl e years, they're at the very bottom side of that.
And -- and we just have a concern that -- that WX
isn't going to maxi m ze reserve capture and avoid
wast e and the AFEs coul d be potentially understat ed.

Q This kind of goes into your -- nodern
conpletion size costs. Quickly, can you give us an
overview of the significance of the information on

this slide?

A Sure. Yeah. [|'Ill try to keep this quick.
There's a | ot of bullet points here, but -- just
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because the -- the AFEs were so low, we -- we tried to
take a deep dive just |ooking at as nuch data
that -- that is given within these proposals, and we
did find sone -- sone things that would call out that
t he conpletion is underdesi gned, one of those being
the -- the dyed fuel, diesel fuel cost. You
would -- typically, on a nodernized frac, you would
see fuel usage north of a hundred thousand gall ons
for -- for one single well. If you took, like, a two
to three dollar average range for dyed diesel, that
woul d equate to about a 40 to 60,000 gal lons of fuel,
way bel ow the necessary hundred K that you would
typically see.

Wat er cost also | ooked to be | ow. Looking
t hrough their codes, it would -- it would indicate
that if you used a range of water prices of 70 cents
to a dollar fifty, you would -- you would cone up with
WPX is understimnmulating the wells and having a nuch
| ower gallon per foot on the water for the
stinul ation.

So with stinulation and profit |ooking to be
|l ow as well, facility costs would |l ook low It -- it

was hard to break down the CIB and if pipelines were

associated with laying -- gathering lines to the CTB.
But -- but all that with -- with nultiple, you know,
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I ssues found within the AFE, we're really calling into
gquestion if -- if the AFE is underestimted, or is the
wel | being understinul at ed?

MR. SUAZO. No further questions on
direct, M. Exam ner.

THE HEARI NG OFFI CER:  So, M. Savage,
it's noon. If you'd like, you can cross-exan ne now,
or we can take a break, and you can think about your
questions and cone back later. How do you want to
proceed?

MR. SAVAGE: So would that nean we're
going to |lunch?

THE HEARI NG OFFI CER:  Yes.

MR. SAVAGE: Okay. Yeah. You said
"take a break," so -

THE HEARI NG OFFI CER:  You know what |

meant .

MR. SAVAGE: It's a lunch break.

THE HEARI NG OFFI CER:  You know what |
mean.

MR. SAVAGE: Yeah. | would prefer to
conme back.

THE HEARI NG OFFICER: | figured. How

much time would you like for |unch?

MR. SAVAGE: Forty-five mnutes, if
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that woul d be appropriate.

THE HEARI NG OFFI CER: Does that work
for you?

MR. SUAZO. That's fine.

THE HEARI NG OFFI CER: |Is there pl aces
to go that's that cl ose?

MR. SUAZO. Chipotle's pretty close.

THE HEARI NG OFFI CER: Ckay. So
everyone knows where they want to go?

MR. SAVAGE: Yes.

THE HEARI NG OFFI CER: Forty-five is
fine with nme. | just have to go upstairs.

M. Fordyce, is that okay with you?

TECHNI CAL EXAM NER FORDYCE: Yes.
That's fine, M. Hearing Exam ner.

THE HEARI NG OFFI CER: Okay. All right.
It is noon. We'Ill conme back at 12:45. Thank you.

(OFf the record.)

THE HEARI NG OFFICER: It is 12:46 p.m,
April 29, 2025. W are back after a lunch break for
cross-exam nation of M. Lane by M. Savage.

MR. SAVAGE: Ckay. | need to share
this. |I'mready. Thank you.
/1
/1
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CROSS- EXAM NATI ON
BY MR, SAVAGE:

Q Okay. M. Lane, thank you for your tinme in
answering our questions. |If you happen to hear a
question, or if question isn't clear, please do not
hesitate to ask nme to repeat the question or rephrase
t he questi on.

A Wl do.

Q I n paragraph 11 of your statenent, you state
t hat your devel opment plan will efficiently devel op
the spacing units. Does that accurately describe your
statenent, paragraph 117

A Yes, it does.

Q Okay. Were you involved in the design of

the actual spacing unit and |location of the wells?

A No, | was not. That was nobre reservoir and
geology. [|I'mnore on the operation side, and surface
design, and -- and drilling and engi neeri ng.

Q Okay. You nentioned that WPX protested your
APDs. Isn't it true that 3R also protested WPX' s
APDs?

A Yes, we did. It was -- it was a counter to
the nove that they had started.

Q Do you know what the basis of WPX s protest

was ?
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A
Q

| do

Okay.

not .

Were you aware that 3R had

permts before it owned interest in all the

t he proposed units?

A
Q

Wul dn't that be the same case for

Vel |

, | asked the question. Could you

answer that question, please?

A

Could you ask it a different way,

say it again?

Q

Were you aware that 3R applied for

before it owned in all the tracts to be dril

A

negotiations with WX to try to have interest in

both -- both sections. But we -- yes, we were in

That

IS correct. W were in active

active negotiations.

Q

So you did not own in al

you were going to penetrate at the tinme that

applied for your APDs?

A
Q

APDs in response to your

That

And you're aware that WPX applied for the

s correct. Sanme as WPX' s per

agree with that statenent?

A

statenent.

Q

That

-- that seens the nost |ogica

Yes.

l'd like to direct your attention

the tracts that

applying for the APDs; do you

filed

tracts in

WPX?

maybe, or
permts
| ed?

you

mts.

to your
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Exhibit 3R 65. So on this exhibit, you represent a
number of -- let's call them prospects. These well
packages prospects that you claimthat 3R had drilled
and operates, does 3R operate the wells and the steel
curtain on Ocotillo units?
MR. PARROT: M. Exam ner, | apol ogize.
| have to object to the formof the question. It
m sstates the evidence in the record. The w tness
testified that the 3R teamdrilled these wel
packages, not that 3R, the conpany, drilled the well
packages.
THE HEARI NG OFFI CER: M. Savage, could

you rephrase, please?
BY MR, SAVAGE:

Q Does the 3R team that works for 3R currently
operate the wells and the steel curtain in Ccotillo?

A No. If -- if you'll look at the map, the
steel curtain is actually active permts. They're not
drilled wells.

Q The Ccotillo, is that also active permts,
or is that drilled wells?

A That is -- there is one drilled well there.
Yes. There's nultiple permts in that unit as well.

Q Okay.

A That is -- that's operated by Perm an
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Resources --

Q Okay. What about Bodaci ous; does the
current team of 3R operate the Bodaci ous?

A We are not the current operator of that

unit, but we drilled and conpleted the two wells that

were -- that are in the Bodacious unit.
Q And then so what exactly do you own in this
picture -- do you own and operate as wells; would it

be the Rena?

A The operated wells would be Rena. Yes. But
| -- | can't speak to the -- to the lands that are
owned.

Q Ckay. How many wells do you own in the

Rena, or operate?
A There's three wells.
Q Three wells. Okay. |In your Exhibit 3R 67,

you state "zero spills” -- I'lIl nove this down

here -- you state "zero spills for 2024 and the first
guarter of 2025"; is that correct?
A That's correct.

Q And how many wells did Ri dge Runner
Resources Il own and operate in 2024 and the first
guarter of 20257

A | don't have that exact nunber. Maybe

sonebody el se woul d be able to give you that exact
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nunber, but we -- we did close our -- our first big
acquisition in the latter part of the year. W have
wel |l over 70, 80 wells that we currently operate, over
90.

Q But you don't know when you closed on that,
you said? When did you close on that?

A It was in @B or 4. | don't have the exact
dat e.

Q You tal ked about your |ease expiration, and
that seens to be a point of urgency for these
proceedi ngs.

A Yes, sir.

Q Have you reached out to the BLM about the
potential term nation of the | ease?

A | haven't had those direct conversations,
but | know that conversations are being had with the
BLM but | was not a part of those.

Q Who was a part of those conversations?

A It woul d be sonmeone within the 3R team on
the | and side and the regul atory side.

Q So this would be an appropriate question to
ask your | andman, whether or not they reached out to
t he BLM?

A O potentially, our -- our regulatory and

envi ronnental conpliance director who's not here
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t oday.

Q He's not here. So the |andman woul d be the
appropriate person to ask that question?

MR. PARROT: (Objection, already been
answer ed.

THE HEARI NG OFFI CER:  Sust ai ned,
M . Savage.

MR. SAVAGE: Okay.
BY MR SAVAGE:

Q | would like to direct your attention to
Exhibit 3R 69. Do you have a pernmanent and conpletely
secure systemfor water takeaway fromthe Crysta
wel | s?

A Maybe ask that a different way.

Q Is the nature of your water takeaway
arrangenent, your water takeaway system is it secure
and firm or is it interruptible?

A Secure and firm

Q Secure and firnP

A To the best of ny know edge, yeah. As |
said, we would be the first barrel on the system

Q So what ever conpany that you're working with
for the takeaway, they would be commtted to take away
your water w thout any objection under the contract or

I f sonmebody el se wanted to have water taken away?
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A Because we're the anchor tenant,
we're -- we're priority nunber one on the system

Q |'"d like to direct your attention to 3R 67.
You note in this exhibit that 3R has a zero flare
policy. |s that correct?

A That's correct.

Q WIl 3R be installing a flare on the
facilities planned for the Wl fcanp devel opnent ?

A They woul d, but that's for energency
si tuations.

Q So that would just be for energency
situations, but it would be installed:; is that
correct?

A Yes. Alnpost all facilities in the state of
New Mexi co have a flare. Yes.

Q Okay. And so to prevent failure of vessels,
| assunme this is what you'd refer to as an energency
situation, that would be the neans of addressing a
situation where you had to flare to prevent a failure
of vessel s?

A Possibly. There's -- there's nunerous
I nstances for -- for safety that you would -- you
woul d need to depressurize the system or get
associ ated gas away fromthe facility to the flare.

Q So it would be fair to say that it's really
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not a conpletely no flare system is that correct?

A | -- 1 didn't claimit was a no flare
system | said it was a no flare policy.

Q A zero flare policy?

A Yes.

Q Okay. Thank you.

MR. SAVAGE: Just give nme a m nute.
Just a mnute please, M. Hearing Exam ner.

| think that concludes the exam nation.

THE HEARI NG OFFI CER:  Thank you.

M. Fordyce?

TECHNI CAL EXAM NER FORDYCE: Yeah. |
just have one question for M. Lane about Exhibit 3R
69.

THE HEARI NG OFFI CER: M. Savage, can
you bring up 69? Thank you.

TECHNI CAL EXAM NER FORDYCE: Yes.
Thank you.

| was just clarifying that the |ines
that you're showing in blue, those are either active
| i nes or under construction currently; correct?

THE W TNESS: Yeah. That's correct.
Yeah. Blue is -- is active and under construction.

TECHNI CAL EXAM NER FORDYCE: The red

line that you're showing is a proposed line to the
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Crystal devel opnent. And curious: What tinme do you
think that would be conpl eted; do you anticipate that
woul d be conpleted in tinme for the devel opnent of

t hese | ands and these wells?

THE WTNESS: | do, M. Technical
Examner. It won't be the entirety of the system It
doesn't need to be being the first barrel on the
system neaning that we would al so have the first
produced barrels into the storage facilities.

And if you see where the -- the Crystal
devel opnent is in proximty to an actively constructed
or under construction treatnent facility just a couple
mles to the north, we wouldn't anticipate or need the
entire systemto be constructed by the tinme that we
woul d devel op the Crystal unit.

TECHNI CAL EXAM NER FORDYCE: COkay.
Thank you, M. Lane. | have no further questions.

THE HEARI NG OFFI CER:  All right. Thank
you.

s there any redirect?

MR. PARROT: Very briefly,

M . Exam ner.
THE HEARI NG OFFI CER: Go ahead.
MR. PARROT: Thank you.

/1l
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REDI RECT EXAM NATI ON
BY MR. PARROT:

Q Tell us one nore tine: W0 are you
contracted with for your water recycling and
transportati on?

A That woul d be Select Water. They're -- |I'm
sure nost fol ks have heard of them but they' re an
I ndustry-1eading partner that we have here in New
Mexi co.

Q And prior to securing anchor tenant status
on Select's system did you investigate the
possibility of water recycling and di sposal with other
conpani es?

A We did. As you push further south and west
into the basin, water takeaway is -- is very
difficult. There's very few conpanies locally here.
We -- and there's a takeaway provider to the north,
Del ek, which is the old 3 Bear system They are at
full capacity and cannot take any future water.

There's another systemto the south. It's
quite a few mles away, but -- Blackbuck, but they are
actually at capacity as well and would have to
i npl ement a significant infrastructure to build up to
the Crystal for takeaway plus SWDs.

But | think the-- the biggest takeaway on
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our water systemis that it will be a hundred percent
reuse and recycle. For the first two years of our
devel opnent, we woul d not have to inject any produced
water into the ground via SWDs. The purpose of this
systemis to take your produced water and put it in
treatment facilities and then turn that water around
and send back to your conpl etion operations.

Q Thank you. And what did you nean when you
say that you are the anchor tenant on the Sel ect
syst enf

A It -- it would be a — a better term m ght
be that we were the first nover on it, that we are the
reason that they're building this systemthroughout
sout hwestern Eddy County. We are the operator that
brought themto this part of the basin. And

their -- and their -- their agreement with us
Is -- was key for themto be able to expand.
Q Okay. And how does an operator convince a

| arge conpany |like Select to invest the capital into a
system |i ke this?

A Well, as you can see, the -- the blue shaded
areas outline that dedicated acreage. 3R is not just
going after the -- the Crystal devel opment. We have
multiple units that we would |ike to devel op that

extend further south. W were able to supply Sel ect
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with our -- our forecast over the next five to ten
years, and it was lucrative enough for themto invest
that capital to -- to expand their infrastructure to
t he sout h; you know?

Q So they actually did a third-party
verification of your financials on this systenf

A That's correct.

Q Under st ood.

MR. PARROT: Thank you. No nore
guesti ons.
THE HEARI NG OFFI CER: WAs there any
cross-exam nation, M. Savage, on those --
MR. SAVAGE: Just one.
RECROSS- EXAM NATI ON
BY MR. SAVAGE:

Q Just to confirm so you' re saying that you
had t he absolute first option --

THE HEARI NG OFFI CER:  Your m crophone,
sir.
BY MR. SAVACGE:

Q Just to confirm M. Lane, you're saying you
have the absolute first option with the water takeaway
conpany in all circunstances that you would not be
burmped in any circunmstance?

MR. PARROT: (Objection. | did not ask
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about circunstances in which 3R would not have
priority during ny redirect.

THE HEARI NG OFFI CER: M. Savage?

MR. SAVAGE: So they asked whet her or
not he was the anchor conpany, the inplication being
that they woul d be guaranteed water takeaway service
as an anchor conpany; they noved in there specifically
because of them | think this is an inportant
clarification.

THE HEARI NG OFFI CER: Overrul ed. Ask
t he question
BY MR SAVAGE

Q Just to confirm M. Lane, you're saying
that you have a guaranteed first option in al
circunstances with the water takeaway conpany?

A Can you explain "all circunmstances"?
Q You woul d never be bunped by anot her
conpany, or they would never have a reason to bunp you

for another option that they would want to pursue?

A Yeah. | think we view this as a true
partnership. | think that they will |ean on us, and
we wll lean on themfor our -- our water takeaway and

our recyclel/reuse in the area.
Q Sir, I don't think that exactly answers the

questi on.
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THE HEARI NG OFFI CER:  Well, then ask a
fol | ow up.
BY MR SAVAGE:

Q So when you say "lean on," are you saying
t hat they would guarantee a first option; is that
correct?
A My understanding is that yes, it would be

first option.

MR. SAVAGE: Ckay. Thank you.

THE HEARI NG OFFI CER: M. Fordyce, were
there any questions that arose during that
| nt er change?

TECHNI CAL EXAM NER FORDYCE: No
fol |l ow-up questi ons.

THE HEARI NG OFFI CER: Al l right. Thank
you.

May we excuse this wtness?

MR. PARROT: Yes. No nore questions.
Thank you.

THE HEARI NG OFFI CER: All right. Ckay.
Are you going to call Brian van Staveren?

MR. SUAZO. Yes, M. Exam ner.

THE HEARI NG OFFI CER: Okay. Pl ease.
/1
/1
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VWHEREUPOQN,
BRI AN VAN STAVEREN,

call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE HEARI NG OFFI CER: M. Staveren,
woul d you turn on the m crophone? Thank you. And I
rem nd you you're under oath, and | know that you're
already qualified as an expert in the field of |and
matters before this Division.

So pl ease proceed.

MR. SUAZO. Okay. M. Hearing
Exam ner, can we get M. Savage to please stop sharing
so we can share?

THE HEARI NG OFFI CER: -- share -- okay.
Thank you.

Do you have control now? Okay.

MR. SUAZO. And these slides are 3R 71
t hrough 3R 116.

THE HEARI NG OFFI CER: Perfect. Thank
you. Are there rebuttal slides as well, or just --

MR. SUAZO. No. No.

THE HEARI NG OFFI CER:  Ckay.

MR. SUAZO:. No rebuttal slides.

THE HEARI NG OFFI CER: Thank you. So
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they've all been admtted into evidence, just so you
know.
MR. SUAZO. Al right.
DI RECT EXAM NATI ON
BY MR. SUAZCO
Q Good afternoon, M. van Staveren. WII you
pl ease state your position for the record with 3R?
A l'"ma | and advi sor.
Q And how | ong have you worked for 3R?
A Si nce Septenber of 2024.
Q Okay. And are you famliar with the | ands
that is the subject of 3R s applications?
A Yes, sir.
Q And did you provide an affidavit and
exhibits in this case?
A | did. Yes.
Q And did you prepare or direct the creation
of your affidavits and exhibits?
A Yes, sir.
Q Have you made any changes to your affidavits
or exhibits since you submtted thenf
A No, | have not.
Q Okay. They're already in evidence, but just
wanted to get that on the record. | do have sone

questions about your slides, starting with your first
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slide, which is 3R 76. It looks like this is an area
| ocator map. \What el se does this slide show?

A This is just a -- a basic reorientation of
where we're at within Eddy County, New Mexi co,
Townshi p 23 South, Range 26 East, with the Crystal
devel opnent area highlighted in yellow sections 32
and 33.

MR. SUAZO. Okay. Next slide.
BY MR. SUAZCO

Q Now, these are the start of the C-102s that
you filed in this matter. | believe that those are
covered by 3R pages 76 through 90. Does this |look to
be true and accurate representations of the C 102s
that you filed in this case?

A Yes, sir.

Q Okay. Let's tal k about 3R 91 and 92, which
deals with | ease tract ownership. Explain to the
Division what is represented by this slide.

A This is just a -- a visual of the tracts and
the ownership within each tract for the
Crystal -- what we call the Crystal North, which is
25123.

Q Okay. And what is the significance of the
little chart at the bottomwith the red witing?

A That -- that is the BLM | ease that is
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expiring on COctober 1st of this year, which is, you
know, why we've been pushing to get devel opnent
started and -- and conpleted prior to that expiration
dat e.

Q Have you been in contact with the BLM on
this | ease expiration issue?

A | have. Yes.

Q Okay. And is it your view that this |ease
suspensi on essentially is -- you know, opposing
counsel has phrased it a foregone conclusion, that
it's going to happen automatically?

A No. It is not my opinion that it's -- that
It's a foregone concl usion.

Q And why don't you feel that way?

A My experience with the BLMin various
matters has -- has been that they -- they do not tend
to nove quickly, and -- and obviously, in this
situation, tinme is of the -- of the essence. So
| -- | don't think that we can rely on getting the
| ease suspended in order to get our well drilled in
time. | think we need to rely on getting a -- arig
out there to save the | ease through active drilling.

Q And is that why 3R is in, you know, kind of
a time crunch in this case?

A Yes, sir.
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Q Are you aware of any issues preventing the

BOM from processing requests |ike this?

A l've -- I"maware that they have had sone
staffing issues recently, and that probably -- |I'm
specul ati ng here, but doesn't help their -- their
timng with how -- how fast they can get things done.

Q Do you know why they've had staffing issues?

A | -- it's -- |1 believe it's because of
adm ni stration cuts that have happened with the new
adm ni stration.

Q Okay. Let's nove on to your slides 3R 93
t hrough 96. What is represented on this slide?

A This is basically just a -- a spreadsheet
version of the previous visuals.

Q Okay. And just for clarification, what does
t hat show?

A Just the working interest owners and how
much they own in each tract and then the totals at the
bottom

Q Al right. So let's nove on to your 3R 97
slide. It looks like this deals with your
negotiations with WPX. Can you pl ease provide an
overvi ew based on this slide of your negotiations with
WPX?

A Sure. This slide is basically just a
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hi gh-1 evel view of our attenpts at getting this
particul ar area developed. W initially approached
WPX i n November of 2023. There was a neeting in -- in
which there was a presentation given and then
foll ow-up communication with WX in -- in Decenber of
2023, you know, asking if they had a chance to review
the slide deck that was fromthat neeting that 3R
provi ded.

That pushed into January of 2024, still
asking if -- if they had a chance to reviewit. And
t hen we noved forward to Novenber of 2024 where we
proposed the Crystal wells to Devon along with a carry
offer at the same time, just, you know, if they didn't
want to participate, "Hey, we'll -- you know, we'll

carry your interest,” and then followed that by in
Decenmber of 2024, Devon declined the carry offer and
t hen proposed — counter-proposed the Frontier wells
to us as a reaction to our proposing the Crystal
wel | s.

I n January -- January of 2025, we had a
conference call with WPX to try to cone to sonme sort
of commercial resolution for both parties. W did not
reach an agreenent at that tinme, and that pushed to

April of this year. W proposed one nore carry offer

to Devon, which they declined, and -- you know, to the
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poi nt where we're now here at -- at the conpul sory
pooling hearing. And then, of course, highlighted
in -- inred just to -- to reiterate how -- how
important this is to us is the expiration of the BLM
| ease on October 1st of this year.

MR. SUAZO. Ckay. Next slide, please,
which is 3R 99 through 100. Oh. Sorry. There's
another slide. | apologize. That is slide 3R 98.
BY MR, SUAZO:

Q | think this slide builds on your | ast
slide, but if you could just explain to the Division

what is reflected on this slide.

A Yeah. It -- it does exactly that.
It -- it's, it's just nmore of the communication that
we had that -- a nore detailed view of how nuch

conmuni cation was back and forth in trying to get a
commercial resolution between the two parties.

Q Okay. Let's nove on to 3R 99 through 100,
which | believe cover case 25123. |s that correct?

A Yes. That is correct. These are the
Crystal North wells. Yes.

Q Ckay. And what are these? Are these
proposal letters?

A Yes. That's a proposal letter exanple that

| used to send to the partners.
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Q And are these reflective and true and
accurate copies of the proposal letters that you sent
out in case 251237

A Yes, sir.

Q Ckay. Let's nove on to 3R 105 and 106. And
are these al so proposal letters for case 251247

A Yes, sir. That is correct.

Q And are they true and accurate and
reflective of the proposal letters sent out in that
case?

A Yes, sir.

Q Al right. Let's nove back to 3R slides 103
and 104. Can you tell us what this slide depicts?

A That's an exanple of one of the AFEs that
acconpani ed the well proposal letters.

Q Okay. And are these true and accurate and

reflective of the AFEs that were submtted for this

case?
A Yes, sir.
Q And is this for both cases, 25123 and 1242
A | believe so. Yes.
Q Ckay. How did 3R cone up with these costs?
A | -- I'd have to refer to one of the
techni cal people on our team |'mnot involved in
the -- in the creation of the -- fees.
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Q Ckay.
MR. SUAZO. No further questions on
direct for this witness, M. Exam ner.
THE HEARI NG OFFI CER: Ckay. Thank you.
M. Savage?
CROSS- EXAM NATI ON
BY MR. SAVAGE

Q M. van Staveren -- is that how you
pronounce that?

A Yes, sir.

Q van Staveren. M. van Staveren, thank you
for your tinme and answering your questions. You've
heard what | nentioned to the others about if you
don't hear a question clearly, you can ask nme to
repeat it, and all that.

A Sur e.

Q Ckay. Thank you. 1'd like to direct your
attention to paragraph 4 in your witten statenent.
In this paragraph 4 of your witten statenent, you
descri bed the Wol fcanp formati on and the subject | ands
as an oil pool. Do you agree that that's how you
descri be that?

A Yes. That's what it says. Yes.

Q Okay. Are you aware that the Division

classifies the Purple Sage Wl fcanp pool because of
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Its conpl ex geology as a gas pool; do you agree?

A Yes, sir. It's a typo on the —

Q Okay. And | would like to turn your
attention to your C- 102 exhibit for the 701H well. So
this shows the 701H well being in the north half unit;
Is that correct?

A That is correct.

Q Ckay. And so for the setbacks for your
701H, you placed the take points, it |ooks like, at
660 feet fromthe northern boundary of the unit; is
t hat correct?

A That | ooks correct. Yes.

Q Were you aware that you had an additional
330 feet if you wanted to put it closer to the

northern boundary?

A Yes. | believe you're allowed to do that
under -- if you need a non-standard spacing unit.
Q So did your team explore that option of

having it closer for optiml production?

A We did not. We didn't feel that it would
protect correlative rights to the north.

Q So if the Division allows a setback of 330,
and you keep your well within that 330 setback, you
don't believe that protects correlative rights of the

of fset operators?
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A If -- can you rephrase that? Sorry.

Q Wuldn't it be fair to say that the Division
set the setback at 330 specifically to protect the
of fset operators to the north?

MR. PARROT: (Objection, calls for |egal
concl usi on.

MR. SAVAGE: | would say that a | andman
w th | andman experience who understands correl ative
rights would understand that the setback is there to
protect correlative rights. |It's not a | egal issue.

THE HEARI NG OFFI CER: So what is your
question, M. Savage?

MR. SAVAGE: So the question is: |If
the Division sets a setback at 330 feet, wouldn't you
assunme that you have the option to extend your well
| ateral to that borderline and still protect
correlative rights?

THE HEARI NG OFFI CER:  Obj ection
overrul ed.

Pl ease answer the question.

THE WTNESS: | think you're correct.
Yes. If the Division allows it, we -- we could have
done it. Yes.

BY MR. SAVAGE

Q So did your team consider that as an option
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for efficiently spacing the |location of the wells?

MR. PARROT: (Objection. That was asked
and answered. The witness very clearly stated the
team consi dered it.

MR. SAVAGE: | wi thdraw the questi on.

THE HEARI NG OFFI CER:  Sust ai ned.

BY MR, SAVAGE:

Q Do you oversee and nanage the | easing
activities for 3R?

A | don't oversee all the leasing activities,
no, but in ny particular area, yes.

Q So you're involved in |easing activities?

A Yes.

Q Okay. So it sounds to ne like this
potential expiration of this |ease that is nmentioned
is kind of a big deal. Wuld you agree with that?

A Yes. |1'd say it's inportant to 3R Yes.

Q Okay. So | don't see nention or description
in your witten testinony discussing the potential or
nature of the term nation of any |eases. Do you agree
that you did not address the status of any existing
| ease or leases in your witten statenent, including
the well that you claimto expire?

A " mnot sure — could -- could you rephrase

t hat questi on?
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Q Yeah.

A Sorry.

Q Do you agree that in your witten statenent
you did not address the status of any existing | ease
or any | eases?

A Yes. 1'd agree with that statenent. Yeah.

Q So if this is an inportant |ease, and you're
t he I andman who is charged wth addressing this issue,
why didn't you address in your witten statenent the
nature of this issue and concern?

A | nmean, the -- our — basically, our entire
devel opnent plan is around this -- this expiration.

' mnot sure it needed to be nentioned in ny
st at ement .

Q Have you reviewed Exhibit five of WPX's
| andman exhi bit?

A Coul d you go towards that on the —

Q |'d have to -- do you recall by chance?

A | -- not by page nunber or anything like
that. No.

Q So this landman Exhibit 5 in WPX' s st at enent
exhibits is a letter that Marathon sent to BLM
requesting that the BLM extend federal |ease, this
particul ar federal |ease, that's set to expire in

OCctober. Are you famliar with that letter?
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A Yes. |I'mfamliar with that letter.

Q Okay. And generally, typically, isn't it
true that under the facts and conditions of this BLM
| ease that such requests for | ease extensions are
grant ed?

A | can't speak to why or why not the BLM
woul d extend or suspend a | ease.

Q Have you ever been in a situation of simlar
facts where such requests are nade for the | ease
suspensi on or extension and it was deni ed?

A This is the first lease |I've ever tried to
get suspended, so no.

Q Woul d one of the factors for granting a
| ease extension include, for exanple, submtting APDs
nore than 90 days prior to the | ease expiration?

A | believe that is correct. Yes.

Q Ckay. And have you submtted APDs within
this tinmefranme?

A | believe we have. Yes.

Q Okay. So would it be fair to say that,
basically, the conditions for granting a | ease
extension are in place?

MR. PARROT: (bjection, calls for |egal
concl usi on.

THE HEARI NG OFFI CER: \Why does it do
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t hat ?

MR. PARROT: The BLM has certain
criteria that are built into its regul ations that
govern whet her a | ease suspension can be granted or
not. A landman could certainly testify as to whet her
certain of those factors in his opinion exist but not
whet her those factors as a |legal matter justify the
suspensi on.

THE HEARI NG OFFI CER: | wunder st and.

M. Savage?

MR. SAVAGE: So | would say this
| andman deals -- this is his area of expertise. He
deals with these | eases, he deals with pernmanents, he
knows what the conditions need to be. | would say
t hat he would be able to assess the risk.

THE HEARI NG OFFI CER: Yeah. Okay. |I'm
sustai ning the objection.

MR. SAVAGE: Okay.

THE HEARI NG OFFI CER: Pl ease rephrase
t he questi on.

MR. SAVAGE: [|'Il withdraw the
questi on.

THE HEARI NG OFFI CER: Thank you.

BY MR SAVAGE:
Q If WPX were granted operatorship and drilled
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t he proposed units, would you agree that this also
woul d hold the BLM | ease sane as if 3R drilled the
proposed unit?

A Yes. As long as they did it prior to the
expr essi on, yes.

Q Are you famliar with WPX's proposed
tinmeline?

MR. PARROT: (Objection. This is
outside the scope of the witness's testinony. The
witness did not testify as to WPX' s devel opnent
tinmeline.

THE HEARI NG OFFI CER: M. Savage?

MR. SAVAGE: He has his exhibits
avai | abl e which spell out the tineline.

THE HEARI NG OFFI CER: Wi ch exhibit?
Well, | mean -- defense and --

MR. SAVAGE: That's fair. Can | have a
moment to --

THE HEARI NG OFFI CER: Yeah. O course.
Show ne.

MR. SAVAGE: Ckay. thank you.

So Exhi bit 3R 66.

THE HEARI NG OFFI CER: 66?7 Can you
bring it up?

MR. SAVAGE: Oh. That's theirs. Ckay.
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Qur exhibit, WPX Rebuttal Exhibit R1, he had that
avail abl e for review.

THE HEARI NG OFFI CER: But it's not part
of his direct testinony, so |'mgoing to sustain the
obj ecti on.

MR. SAVAGE: Fair enough. Thank you.

THE HEARI NG OFFI CER: Thank you.

BY MR SAVAGE:

Q Whul d you agree that WPX has a hi gher
wor ki ng interest and effective NRI in the north half?

A | would agree. Yes, sir.

Q Ckay. Therefore, would you al so agree that
t he bl ended working interest and effective NRI for WX
I s higher across the proposed two-mle units?

A It's higher in the north. In the south,
it's the sane.

Q In the south it's the sanme, but if you
bl ended the working interest across both units, would
WPX be hi gher?

A Slightly. Yes.

Q Let's | ook at your ownership exhibit on page
93. So | don't see a list of the owners you're asking
the OCD to pool. Who exactly are you asking the OCD
to pool ?

A Mar at hon and WWPX.
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Q But these are not highlighted, and there's
not a request; is that correct?
Not on this slide. No, sir.

Ckay. O within your ownership report?

> O >

That's correct.

Q Okay. So are you asking the Division to
pul | Marat hon because they have not commtted their
Interest to the devel opnent plan? Do you agree with
t hat ?

A Yes.

Q Okay. So is it fair, then, to say that WX
has the majority working interest of the unit?

A Yes. That'd be a -- a true statenent.

Q Okay. I1'd like to direct your attention to
your negotiation tinmeline in Exhibit 3R 97 through 98.
Let's see here. Okay. |Is it true that you did not
own an interest in the proposed unit until Novenber
12, 20247

A Yes. That's correct. That's when we
acquired the acreage from Marat hon.

Q Okay. And it's true that you show in this
exhi bit that you started negotiations in 20237

A That's correct. We had an interest in
devel oping this area, and we approached WPX about

possi bly doing a deal and acquiring acreage fromthem
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i n some sort of comercial endeavor.

Q But given that you did not own anything in
the units before Novenber 12, 2024, do you think that
WPX was obligated to negotiate with you prior to this
dat e about the future devel opnent of the subject |ands
that it owned interest in?

A Do | feel they were obligated?

Q M hmm

A No, sir.

Q And yet you claimthat it's sonehow a
failure for WPX not to have entertained during
outreach or negotiations; is that the purpose of this
slide?

MR. PARROT: (Objection, argunentative.
The witness did not testify that WPX had a failure
during that tine period, just that WPX did not
negoti at e.

THE HEARI NG OFFI CER: M. Savage, woul d
you rephrase the question, please?
BY MR SAVAGE

Q I's the purpose of this slide to show that 3R
made efforts in 2023 to negotiate, and WPX di d not
make efforts or reciprocate efforts?

A No. The point of the slide is just to show

t hat we've been proactive in trying to develop this
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area as far back as 2023.

Q But given that 3R did not own any interest
and, therefore, didn't have a platformon which to
negotiate, would you agree that the tineline for
negotiations really only started in earnest in
Novenmber 2024 rather than Novenber 20237

A Coul d you define "earnest"?

Q That there was sonething at stake, that both
parties had an actual working interest at stake within
the units to negotiate over?

A Can you rephrase that or -- or repeat it?

' m sorry.

Q Yeah. That's fine. Wuld you agree that
both parties only had sonething at stake in terns of
ownership to negotiate over, therefore, negotiate in
earnest, in and after Novenber 2024 rather than
Novenber 2023, as your slide indicates?

A | would agree that we did not have any
I nterest until Novenmber of 2024, but | -- | still feel
that, you know, not owning an interest doesn't
preclude us frombeing interested in devel opi ng an
area that we find perspective.

MR. SAVAGE: That concl udes ny
exam nation. Thank you.

THE HEARI NG OFFI CER: M. Fordyce?
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TECHNI CAL EXAM NER FORDYCE: Yes.

M. van Staveren, | have a question.
If I could direct you to your witten testinony on
page 74 of 131.

TECHNI CAL EXAM NER FORDYCE: Yes. In
line 8 it says "A review of the Wil fcanp formation
underlyi ng subject |ands indicated that there are no
overl apping spacing units in the formation." Wuld
you say that's a true statenent today?

THE WTNESS: |'mnot sure | understand
t he questi on.

THE HEARI NG OFFI CER: Hol d on,

M. Fordyce.

It's an obvious question. |Is that true
or false?

TECHNI CAL EXAM NER FORDYCE: | believe
WPX has a well in section 32 at the south half of the

proposed unit, the 431H, so these proposed units woul d
be overl appi ng spacing units, | believe the one in the
south for case 25124.

THE W TNESS: Okay. Yes. | -- |
under st and what you nean now. And then -- then
woul d probably disagree with that, with ny statenent
on line 8.

TECHNI CAL EXAM NER FORDYCE: Okay. |1'd
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like to take a ook with you at 3R 91 on page 93.
THE HEARI NG OFFI CER: M. Savage, you
can just type a little 93 in that box right there.
You can just type a little 93 in that box and take us
ri ght there.
TECHNI CAL EXAM NER FORDYCE: Thank you.
M. van Staveren, | don't
know -- there's been a | ot of discussion about the
| ease expiring with the BLM | don't know -- |'m not
a |andman, | don't have that experience, but what

m ght happen after that | ease expires; does it go out

for bid again, can it be renewed or -- obviously, the
| ands are still there. | don't know what happens or
what the options are. |If this |ease does expire, what

happens with it?

THE W TNESS: Typically, it'll have to
be renom nated at the -- at a future federal |ease
sal e.

TECHNI CAL EXAM NER FORDYCE: Thank you.
One last thing. On 3R 93, which is page 95 of 131,
agai n, regarding who 3R woul d be requesting the
Division to pool, we're |ooking at a table of working
i nterest owners. Are there any other owners of, you
know, record tile or overriding royalties that 3R

woul d be seeking to be pool ed?
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THE WTNESS: | believe there
are -- there m ght be override owners that aren't
| i sted here.

TECHNI CAL EXAM NER FORDYCE: Coul d that
list be included in a revised exhibit packet?

THE W TNESS: Absolutely. Yes, sir.

TECHNI CAL EXAM NER FORDYCE: All right.
Thank you M. van Staveren. | have no further
questi ons.

THE HEARI NG OFFI CER: | have a
guestion. As an extension to the question M. Fordyce
just asked, who's mssing fromthis list?

THE WTNESS: 1'd -- I'd have to | ook.
| don't know off the top of ny head.

THE HEARI NG OFFI CER: Wl |1, how do you
know sonmeone's m ssing?

THE WTNESS: |I'mnot sure if it's in
the north half or the south half, but | believe there
are sone override owners.

THE HEARI NG OFFI CER: | don't
understand. You know now that there's soneone
m ssi ng?

THE WTNESS: | -- | was under the
i npression that | submtted that.

THE HEARI NG OFFI CER: Coul d soneone
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hel p us out with this?

MR. PARROT: Yes, M. Exam ner. The
notice affidavit provides a |list of all of the owners,
I ncl udi ng working interest owners and providing
royalty interest owners who were provided notice of
the application and also a list of -- or I'm
sorry -- copies of the mailing cards by which those
parties received notice.

THE HEARI NG OFFI CER:  And that's
sonet hing you've submtted? Because --

MR. PARROT: Yes.

THE HEARI NG OFFI CER:  Where is that in
t he packet?

MR. PARROT: If you look at 3R 29, that
is alist of all the parties who received notice of
the application for 25124 —

THE HEARI NG OFFI CER: Ckay. So let's
stay here for just a nmonent. Okay. So this is page
31. So who is on this list that was not on the other
table we just saw?

THE W TNESS: Exxon, Zunis, JSA --

THE HEARI NG OFFI CER: So there's
several people.

THE W TNESS: Yeah. The -- the

spreadsheet that | -- that | had on -- on -- that was
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not supposed to be a representative of who's being
pooled, that's just a -- a spreadsheet version of what
| showed on the map. That was never supposed to be

t he actual pooled parties.

MR. PARROT: M. Exam ner, we can
provide a clarification.

THE HEARI NG OFFI CER: Good. Yeah. And
now, for the other case, is there another |[ist?

MR. PARROT: Yes, M. Exam ner. That
woul d be 3R 22, or page 24 of the packet.

THE HEARI NG OFFI CER: Do you have that?

MR. PARROT: Yes.

THE HEARI NG OFFI CER: Ckay. So these
are people who received notice. And did they also
receive the proposals as well?

MR. PARROT: | don't know if the
overriding royalty interest received well proposals.

THE W TNESS: They -- they did not. |
did not send them over proposals.

THE HEARI NG OFFI CER:  Ckay.

So, M. Fordyce, how do you want 3R to
redo the exhibit?

s there only one exhibit that's an
| ssue, or are there two exhibits that are issues?

Because | see two lists here for different cases, so
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does that mean that in the other case we have
another -- only you know what you --

THE W TNESS: Yeah. There's going to
be overrides in the north half. Looking at it now, |
have it in front of me, north half and south half.
Yes, sir.

THE HEARI NG OFFICER: So we're going to
need two corrected exhibits, it sounds |iKke.

THE W TNESS: That's correct.

THE HEARI NG OFFI CER: M. Fordyce, do
you agree?

TECHNI CAL EXAM NER FORDYCE: Yes,

M. Hearing Exam ner.

THE HEARI NG OFFI CER: Ckay. Do you
want to tell them now what to do to fix these exhibits
SO we can nove on with this issue?

TECHNI CAL EXAM NER FORDYCE: Yeah. I
believe it's customary for each case to have a |list of
all affected parties and interest owners with -- the
parties that they're requesting to be pool ed be
hi ghlighted in yellowis customary, | believe.

THE HEARI NG OFFICER: It is. Agreed.
s that -

MR. PARROT: We'll provide that as part
of the revised |and exhibits. On the exhibit that is
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al ready there,

and - -

the --

creating that

t hat .

creating it?

understand that he wants it highlighted to show who

you're asking to be force pool ed?

It in yellow

guestions?

That's the end.

redirect?

exhi bit, M. van Staveren?

we'll just sinply add the parties

THE HEARI NG OFFI CER: I n each case.
MR. PARROT: -- yes -- and highlight

THE HEARI NG OFFI CER:  Now, will you be

THE W TNESS: Yes. | can -- | can do

THE HEARI NG OFFI CER:  You'll be

THE W TNESS: Yeah.

THE HEARI NG OFFI CER: Ckay. And you

THE W TNESS: Yes, sir. 1"l highlight
Yes, sir.
THE HEARI NG OFFI CER: Okay. All right.

M. Fordyce, that was the end of your

TECHNI CAL EXAM NER FORDYCE: Yes.

THE HEARI NG OFFI CER: Was t here any

MR. PARROT: Yes, M. Exam ner.
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THE HEARI NG OFFI CER: Go ahead.
REDI RECT EXAM NATI ON
BY MR. PARROT:

Q Al right. Just, M. van Staveren, to
clarify for the record, it's your testinony today that
3R is seeking force pooling of all of the working
i nterest owners and all the overriding royalty
I nterest owners in each unit who are listed on Exhibit
3R 22 and Exhibit 3R 29?

A Yes. That is correct.

Q Okay. And that is the updated exhibit that
you're going to provide?

A Yes.

Q Under stood. Ckay. Do you recall WX asking
you about the | ease expiration issue being part of
your witten statenent submitted in advance of the
heari ng?

A No.

Q Okay. Do you recall a question that the
witten statenent did not include the |ease
expiration?

A No. | don't believe | was ever asked to
i nclude the | ease expiration in ny witten statenent.

Q No. I'msorry. Not that you were asked to

I nclude it but that you were asked a question by
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WPX's —-

MR. SAVAGE: (bjection, asked and
answered. He asked that question twi ce, and it was
answered twice, and | think it's a pretty
strai ghtforward question. So | don't understand why
we're continuing to harp on this.

MR. PARROT: | think the wtness
m sunder st ood the question, and —-

THE HEARI NG OFFI CER: \What is the
guestion?

MR. PARROT: The question is whether
the witness recalls being asked a question during
cross-exam nation, and I think the witness nmaybe
understood it that there had been a request prior to
the hearing for certain things to be contained in the
witten statenent.

THE WTNESS: Yes. | do recall being
asked.

THE HEARI NG OFFI CER: Wl |, hold on.

THE W TNESS: Sorry.

THE HEARI NG OFFI CER:  No one said to
answer yet.

Does that clarify it for you, or are
you still objecting?

MR. SAVAGE: | would be open to one
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nore try and see what happens.

THE HEARI NG OFFI CER: | can under st and
how t he wi t ness coul d have been confused being
oriented. This is just an orientation question. |It's
not evidentiary in fact.

So do you now understand the question?

THE W TNESS: Yes, sir.

THE HEARI NG OFFI CER: Ckay. Wuld you
pl ease answer it?

THE WTNESS: Yes. | do recall being
asked the question in cross-exam Yes.

BY MR. PARROT:

Q Okay. |Is the lack of |ease expiration
i nformation in your affidavit indicative one way or
anot her of the inportance of the potential expiration
of this | ease?

A No, | don't believe it's -- leaving it out |
don't believe | essens the inportance of the |ease
expiration for us.

Q Okay. Could you give us an idea of how
I nportant this | ease expiration issue is, at | east
froma | and perspective, planning, on devel opnent?

A Yes. | nean, the | ease expiration, you
know, if we can't get a well drilled, you know, we

won't have this whole -- this whole devel opnent area
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falls apart for us, basically. So we need to get a
wel |l spud prior to the expiration on October 1st.
Q Thank you.
MR. PARROT: Can we turn to 997
BY MR, PARROT:
Q Okay. We're going to | ook at your -- 97.
s it your testinony that the purpose of this exhibit
Is to show your good faith efforts to obtain voluntary
participation fromthe other working interest owners?
A Yes.
MR. PARROT: Ckay. Thank you. No nore
questi ons.
THE HEARI NG OFFI CER: M. Savage, any
recross on that redirect?
MR. SAVAGE: |'Il do a couple of
guestions just to clarify.
THE HEARI NG OFFI CER:  Yeah.
RECROSS- EXAM NATI ON
BY MR SAVAGE:
Q If the holding of the |ease is very
| nportant, are there other options that you could have
done besides a contested hearing to hold the | ease?
A Aside fromdrilling?
Q What ever the options m ght be. Are there

ot her options?
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A To ny know edge, you know, spudding a wel
and -- and holding a lease with production is the only
way to hold a | ease.

Q So you could have drilled a one-mle well,

which is economc¢ --

A | can't speak to the econonics of a
one-m | e.

Q Well, you could have drilled a one-mle
well. Wuld that have been one option?

A It could have held the | ease. Yes.

Q And are you famliar today with the nodern

technology allowng for U-turn wells?

A |'ve heard the term Yes.

Q Okay. So in the one section, would it be
possible to have drilled a U-turn well to do a
two-mle well?

MR. PARROT: (Objection. This is
out side the scope of the witness's expertise.

THE HEARI NG OFFI CER:  Yeah. | think
it's -- no. | don't agree. | mean, | think this is
fair. VWhether or not it's econom cal or not, | nean,
| don't --

M. Savage, you can ask the question;
the witness can answer it. | hope we're not going to

spend a lot of tinme --
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MR. SAVAGE: \Whether it's economc is
irrelevant to holding the | ease. But the point was
that -- okay.

THE HEARI NG OFFI CER: -- but go ahead.
| mean, you asked the questi on.

Answer the question, please.

THE WTNESS: Yes. W -- we could
potentially drill a U-turn well or a one-mle well.

THE HEARI NG OFFI CER: Yes. Thank you.
BY MR, SAVAGE:

Q So given those options, wouldn't it have
been beneficial to the Division for you to explain the
significance of doing a contested hearing and taking
their time to do a contested hearing as the only
option that you have pursued to address the expiration

of the | ease?

A | don't think it's the only option we've
pursued. We've -- we've been very proactive in
negotiations to try to get — to try to avoid this

entire situation.
MR. SAVAGE: That's all ny questi ons.
Thank you.
THE HEARI NG OFFI CER: M. Fordyce?
TECHNI CAL EXAM NER FORDYCE: No. No

further questions, M. Hearing Exam ner.
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THE HEARI NG OFFI CER:  Thank you.

May this witness be excused?

MR. PARROT: Yes. Thank you,
M . Exam ner.

THE HEARI NG OFFI CER:  Thank you. Does
t hat concl ude your case in chief?

MR. PARROT: Yes, it does.

THE HEARI NG OFFI CER: It does. Ckay.

OCkay. M. Savage, do you need a break
before you start, or are you ready?

MR. SAVAGE: We're ready.

THE HEARI NG OFFI CER: Ckay. Who do you
want to call first?

MR. SAVAGE: Let's call the |andman,
M. Bennett, M. Andy Bennett. And |I'm going to set
my conputer.
VWHEREUPOQN,

ANDY BENNETT,

call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as follows:

THE HEARI NG OFFI CER: M. Bennett, if
you woul d turn your m crophone on, it'll turn green.
Thank you. | remind you you're still under oath, and

you have been recogni zed as an expert in the
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performance division as the petroleum | andman, so
pl ease proceed.

MR. PARROT: M. Exam ner, we are going
to do witness qualifications; correct?

THE HEARI NG OFFI CER: W't ness
gualifications. Yes, but not yet. The first three
have -- well, | shouldn't say the first three.
don't know what order he's going to call them but
M. Bennett, M. Dixon, and M. Barnes have already
been qualified as experts before this Division.

MR. PARROT: Understood. 3R has
objections to this witness's expertise as to certain
matters contained in his affidavit.

THE HEARI NG OFFI CER: Okay. Well, then
| think you need to challenge it. | mean, it has been

accepted into evidence already, so --

MR. PARROT: | did ask --

THE HEARI NG OFFI CER: -- figuring out
those challenges. I'mtrying to think of the right
time to do that.

M. Suazo, do you -- | know you haven't
begun - -

MR. PARROT: M. Examiner, | did ask

what would be the right tinme to raise objections to

w tness qualifications basically when they were being
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sworn in.

THE HEARI NG OFFI CER: Ri ght.

MR. PARROT: | wasn't sure what that
would be. I'mrelying on you to tell nme when we

should do it.

THE HEARI NG OFFI CER:  Well, when it
cones to those who have not yet been admtted as
experts, it would conme when |'minterview ng them at
the time. | didn't realize that you wanted to object
to a previously qualified expert, but you're saying
you woul d.

But it seens that you have -- let's be
specific. Are you challenging their qualification as
a petroleum | andman in general, or are you chall enging
certain statenents they nade in their self-affirnmed
st at ement ?

MR. PARROT: More so the latter. [|I'm
chal I engi ng the expertise of this |landman to opine
about certain matters.

THE HEARI NG OFFI CER: Certain matters.

MR. PARROT: Yes.

THE HEARI NG OFFI CER: Then | woul d wait
until you have your cross-exan nation. That way, you
can challenge it at that tine.

MR. PARROT: May | object to exhibits
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t hat are being presented that cannot be properly
aut henticated by a wi tness who doesn't have the
expertise?

THE HEARI NG OFFI CER:  Well, | thought
we' ve already admtted these exhibits into evidence.

MR. PARROT: | think you indicated that
there would -- sorry. The procedure here is a little
bit confusing. You did admt the exhibits w thout an
opportunity to witness qualifications prior to the
adm ssion of the exhibits, it didn't seemto be an
appropriate tine to object to the adm ssion of
exhi bits.

It would seemthat a |lot of the
testinony that's about to be offered, as well as the
exhi bits, are beyond the scope of a petrol eum
| andman' s expertise and woul d not be properly
admtted, as well as the nunber of the statenents in
the self-affirnmed affidavit.

THE HEARI NG OFFI CER: Ckay. Well, so
you're chal l enging specific parts of exhibits. Again,
| think the proper tine to do that is when you are
cross-examning the witness. You can take himline by
line if you want to and show us how these are outside
his field of expertise if you want to do that.

But | did give you an opportunity to
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object to the exhibits. | gave M. Savage, also, an
opportunity to object. He did object to certain
exhibits. W have entered them Either he w thdrew
hi s objection, or you didn't seek to admt exhibit 34.
That's your choice. But you did stipulate to all of
their exhibits.

At this point, unless you can tell ne
that I|'"'m wong when | say that, then they're admtted
i nto evidence. Now, you can take them
apart -- examnation if you so choose. But at this
point, |'m not sustaining your objection to the
exhibit at this point.

MR. PARROT: Understood. | think maybe
|, perhaps, m sspoke. |It's not the exhibits that are
| abel ed Exhibit Al, A2. It's portions of the
affidavit, so I"mnot sure that that is an exhibit.

THE HEARI NG OFFI CER: Do you have a
page nunber?

MR. PARROT: Yes. Well,
there's -- let's just start with page 25 of 31 of
the --

THE HEARI NG OFFI CER:  Are we on that
page now, M. Savage?

MR. SAVAGE: Yes, but can | object to

this? And because the reason i s because you are
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correct. The pre-hearing order said that evidentiary
objections will be submtted. W submtted ours.

Ms. Tschantz actually sent out an email saying, "Tell
us," let you know, "are you going to submt

obj ections, or are you going to address them at the
begi nni ng of the hearing?"

| don't believe that email was
responded to, but 3R said that they would address
these at the beginning of the hearing, prior to the
hearing, and here we are -- wanting another bite at
t he appl e.

MR. PARROT: That was only in regards
to WPX's objection to 3R s exhibits.

THE HEARI NG OFFI CER: That's the way |
understood it as well, M. Savage. A party always has
the ability during the hearing -- object, except |I'm
not sustaining the objection, what |'ve heard so far.

Now, is there sonething about this that
makes it fundanentally unfair, M. Parrot, or do you
just have problens with it?

MR. PARROT: The discussion of waste in
the affidavit, it's not in regards to any specific
exhibit, so that's why we didn't object to the Exhibit
Al, A2, et cetera.

THE HEARI NG OFFI CER: | see pages
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flying by. 1'"mnot sure what you're referring to.
Can we just stop at whatever page you're talking
about ?

MR. PARROT: Certainly. It's paragraph
21 of the affidavit, page 25 of 131 -

MR. SAVAGE: Are you driving,
M. Savage?

MR. SAVAGE: | am It's --

THE HEARI NG OFFI CER: Okay. That's
fine. | just want to make sure --

MR. SAVAGE: Yes. |'mdriving.

THE HEARI NG OFFI CER: 25, | think he

sai d.
MR. SAVAGE: Paragraph 21?
THE HEARI NG OFFI CER:  You said 217?
MR. PARROT: Starting with paragraph
21. So there's an extension — sorry -- an extensive

di scussion of waste starting on paragraph 21, both
econom ¢ waste and, essentially, reservoir waste.

THE HEARI NG OFFI CER:  Ckay.

MR. PARROT: And we don't have any
evidence that this witness is an expert in those sorts
of matters, calculating EURs, cal cul ati ng wel
econom cs, cal culating econom c waste, that sort of

thing. It nmay be that the witness is an expert, but
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we don't know that. The wi tness has been qualified in
| and but not --

THE HEARI NG OFFICER:  So |'m sorry,
M. Parrot, then why are you objecting? |If you don't
know whet her he's qualified to make these statenents
or not, why are you objecting now? Wy don't you
wai t, hear what he has to say?

Cross-examine him and then if you have
an objection to a paragraph or a page or whatever it
Is, we'll deal with it the way we dealt wth
M. Savage's objections, which is, you know, if
there's a foundation for this and it's reliable and
relevant, it stays. If it's not, we'll have them
stri ke the paragraphs on their anended exhibit packet
after the hearing. But that's the proper way to do
this. So |I've nmade up ny mnd, and that's ny ruling
on this.

So, M. Savage, do you want to
conti nue?

MR. SAVAGE: Yes.

DI RECT EXAM NATI ON
BY MR. SAVAGE
Q M. Bennett, can you state your full nane
for the record?

A Andy Bennett.
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Q And as you state in your self-affirned
statenent, it's correct that you' re enployed with
WPX/ Devon?

A Yeah. Can you go up to the top? Yes. | am
enpl oyed as a | andman at WPX Energy and Devon Energy.
To clarify one thing right off -- right off the bat,
there's been a | ot of discussions about how these two
conpani es are rel ated.

| believe M. Savage nentioned in the
begi nning there was a nerger -- public nmerger of
equals. Everything -- we are related entities.
Everyt hi ng under the WPX/ Devon unbrella is all under
one roof. This is not sonething whereas WPX operates
well's through a different conpany with different
enpl oyees, and Devon does it differently. W're all
wor ki ng for the same conpany.

The nmerger left the assets in WPX s nane,

but Devon/ WPX enpl oyees drill Devon and WPX wells in
New Mexi co. lt's not like there's a different
managenent team asset team I drill wells, nmy team

drills wells under Devon Energy and WPX Energy, and we
both own the assets under one roof, one unbrella, one
entity.

Q And how | ong have you worked into this

unbrel |l a?
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A |'ve worked at Devon as a | andman -- WPX as
a | andman for over 16 years, specifically in New
Mexi co for over seven years.

Q And are you famliar with the subject |ands
in the applications in these cases?

A | am

Q And have you prepared or prepared under your
supervi sion and reviewed the exhibits you submtted in

t hese proceedi ngs, including your |andman statenent?

A Yes.

Q Do you want to wanna provide
any -- clarification at this tinme?

A Can you scroll down just a little bit on
the -- it may not be in the statenent. It's the well

proposal s that WPX submitted that contained AFEs as
part of sonme | andman exhibits. W would like to
address sonme concerns around costs that 3R has brought
up related to conpletions and facilities.
But | did want to address that here because

the AFEs that were nmailed out were mail ed out by the
| and group, and so that'll be addressed by our
addi tional parties testifying today.

Q Okay. And the paragraphs starting with
paragraph 21 that M. Parrot nentioned, those

par agraphs al so basically talk about the differences
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in AFEs. |Is that correct? This paragraph 21, 22,
there's a discussion on paragraph 23.

A Yes. Correct.

Q Okay. A landman is very famliar with and
works quite a bit with AFEs. Do you agree?

A Correct. Correct.

Q A |l andman who's testified before to the OCD
and is famliar with the OCD s rules and regul ati ons
and works with themon a regular basis, would it be
fair to say that they see what they do as a | andnan
through the filter of protecting correlative rights
and preventing waste as the ultimte purpose of what
t hey do as a | andman?

A Yes. I'minvolved in that process al ong
with my team Yes.

Q Okay. So when you analyze the AFEs -- and
it looks like in these paragraphs, your AFEs, you
conpare themto 3R AFEs; correct?

A Correct.

Q And you know financial and econom c
di fferences between the two; is that correct?

A That's correct.

Q Okay. Can you explain how that fits into
your understandi ng of waste?

A Can you ask that again?
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Q The conpari sons you made in these
par agraphs, can you explain how that could affect
waste from your understanding as a | andnman?

A Yeah, just the sinple nunbers tell the story
that WPX feels |like we can drill wells with | ower
costs than 3R, and we |ist that there, and we believe
that that is inportant.

Q Exhibit Al is your C-102s. 1Is there
anyt hi ng you need to comment about the C-102s?

A No.

Q Okay. Exhibit A2 is your ownership. 1Is
t here anything that you need to comment or explain

about your ownership?

A | would like to state that WPX does have a
hi gher work -- than either 3R or Marathon, and -- in
this proposed north half unit in -- along with the

entire two-mle unit, both sections conbi ned, when
bl ended together, we have a hi gher working interest
percent age than 3R operati ng.

Q And Exhibit A3 is your well proposal?

A That's right.

Q Any coment on that that needs to be

expl ained to the Division?

A No, not on the well proposal, but | did
mention the AFE right after. | probably junped the
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gun on that, but 1'd already el aborated on it on that
at the beginning, so no -- no need for me to further
comment on well proposals or AFEs.

Q Ckay. You heard 3R s | andman testinony on
negotiations. And then | believe you — A4 is your
sunmary of communications with interest owners. That
i ncludes 3R as a working interest owner; correct?

A Correct.

Q Can you explain the nature of those
negoti ati ons?

A Yes. So as previously nmentioned, there were
di scussi ons that started happeni ng back in Novenber of
2023. We don't dispute that. W recognize that. For
t he purposes of this contested pooling hearing,
negotiations in earnest as it relates to conpeting and
contesting well proposals, started in the fourth
quarter of 2024, not until 3R acquired the working
I nterest from Marat hon, which is now a subsidiary of
ConocoPhillips via term assignnent, as to only the
VWl fcanmp rights. That did not include the Bone Spring
rights. So they only got one formation.

l'd like to say it's inportant to note here
t hat WPX owns the Bone Spring and the Wl fcanp
formations, and we're awaiting a pooling order of the

Bone Spring formations. But back to the
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comruni cati ons and the negotiations, | have been
working with the Iandman at 3R. W' ve been

conmmuni cating very well. Phone calls, emails. You
know, we've tried to work this out.

They have made carry offers. Sone concerns
with those carry offers, as previously nentioned, was
that they did not offer a carry on all the wells.
They proposed to drill seven initial wells with a
possi ble eighth infill well later. They only provided
a carry offer on three of the Wolfcanp XY wells, not
the additional four Wl fcanp B Wells, and, you know,
we' ve decided that that was not sonething we were
willing to accept given our ownership of the Wl fcanmp
and Bone Spring formation, so that's why we're here
t oday.

But we are still working, both the | andman
at 3R and nyself, wth the state and federal agencies
wor ki ng on sone | ease extensions, as we previously
menti oned, | ease suspensions, and we're trying to find
a way to still -- to work this out potentially even
after the pooling hearing here today. So | would say
t he comuni cati ons have gone well.

| don't believe we're under any obligation

to accept a carry offer, and | actually, even -- when
talking with the |landman, | said, "Well, would you
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guys accept a carry offer the same way that we -- that
you proposed it to us?" and the answer was no.

So | don't knowif it's sonething that
really, you know, harns us for not accepting -- we
shoul dn't be conpelled to accept a carry offer because
when turned around, we were told that they would not
accept that carry offer.

Q So woul d you describe the offers as fair and
reasonabl e or unreasonabl e?

A | think it's unreasonabl e unl ess you nake an
offer on all the wells that -

Q Ckay. And in your |andman statenent, you
tal k about the expiration of this particular |ease
that will expire in October; is that correct?

A That's correct.

Q Okay. Can you tal k about your understandi ng
of the -- help the Division understand a little bit
about the situation with this |ease?

A Yeah. So this lease is the | ease that 3R
acqui red Novenber 12, 2024, from Marathon, as to the
Wol fcanp rights only. They acquired this | ease via
term assi gnnent knowing that it had a short-term
expiration, less than a year after their acquisition
of that. And that is a |ease obligation and a | ease

expiration that they bear alone. WX does not bear
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that. Qur |eases are held by production.
WPX has tried to be hel pful. W've had

emai | conversations that the | andman at 3R and nysel f
have been on with representatives fromthe BLM worKki ng
to get a suspension of this |ease. |'ve been on the
phone with two gentlenen at the BLM office in
Carlsbad. | don't know if | can nane their nanes
here, but they have told ne that this lease is
absolutely a candidate for a | ease suspension given
the --

MR. PARROT: (Objection, hearsay.

THE HEARI NG OFFI CER: Hearsay is
adm ssible in an adm ni strative heari ng.

Pl ease proceed.

MR. PARROT: Thank you.

THE W TNESS: Proceed to answer?

THE HEARI NG OFFI CER: Pl ease.

THE W TNESS: Okay. So we've been told
t hat because the APDs were filed by both WPX and 3R
nore than 90 days ahead of this October 1st |ease
expiration that this would be sonething that woul d be
an approval for a | ease suspension. | agree it does
take tinme for the BLMto do that, but we still -- we
see no reason to believe that it's going to drag on

past October 1st when that | ease does expire,
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so -- emails, phone calls, we've been trying to work
this out. We've been trying to get | ease extensions,
suspensions, and | think we're very close to achieving
t hat .
BY MR, SAVAGE:

Q Where conditions are nmet like this to
gualify for a | ease suspension, have you ever seen a

situation where it's been denied --

A | have not.
Q -- 1 n your experience as a landman? |f WX
wer e awar ded operatorship, would you drill the well

wthin the tineline that would preserve the | ease?

A Yes. That is on our schedule to spud before
October 1st if we win the operatorship and if the
protests for the APDs that we've submtted goes away.

Q And how confident are you that you woul d
fulfill that?

A We are very confident. W have 13
hori zontal rigs running as we speak. We can shift the
rigs over to this unit and spud the well in a tinely
manner .

MR. SAVAGE: AlIl the exhibits have been
accepted into the record, so that would concl ude ny
direct.

THE HEARI NG OFFI CER: Okay. And before
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we go to cross-examnation, in the imging system |
don't find your exhibit packet. | can find your
rebuttal exhibits that Freya posted this norning that
were filed yesterday. Can you tell nme what date you
filed thenf

MR. SAVAGE: Yeah. So we have an
ori gi nal packet --

THE HEARI NG OFFI CER: VWhen? That's
what |'m | ooking for, the original --

MR. SAVAGE: That woul d've been the
Thursday or the Thursday before --

THE HEARI NG OFFI CER: | have a
pre-hearing statenent fromthe 23rd from both parti es.
| have that, but | do not have your exhibit. Sonmehow
they didn't make it into the imaging system

So, Freya, do you think you could post
themto the i maging systemso | can get thenf

MR. SAVAGE: So | downl oaded those from
the OCD i magi ng systemto have them for ny records.

THE HEARI NG OFFICER: | don't see them
here. That's why |'m aski ng.

MR. SAVAGE: Ckay. Also, | forgot that
we're doing the rebuttal exhibits in addition to --

THE HEARI NG OFFI CER:  Sure. Woul d you
like to do that now?
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MR. SAVAGE: Yeah. Let's do that.

THE HEARI NG OFFI CER: Sure. But first,
| et me make sure that Ms. Tschantz has these exhibits.

Do you have themin the imging systenf

THE CLERK: |'m | ooking for them now.

THE HEARI NG OFFI CER:  Ckay.

THE CLERK: |If they were accepted, they
shoul d be here.

THE HEARI NG OFFICER: | know it.

THE CLERK: Yeah. It's just difficult
to find them

THE HEARI NG OFFI CER:  Right. 1|'ve
clicked on every docunent since February, and | can't
find them

Wy don't we take a five-m nute break
so people can go to use the restroomif they want to.
We'| | be back on the record in five m nutes.

Thank you.

(OFf the record.)

THE HEARI NG OFFI CER: Okay. It is 2:14

And you're going continue wth
M. Bennett on his rebuttal exhibits?
MR. SAVAGE: Yes. M. Hearing

examner, if | just nmay address an issue we've been
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tal king about in this --

THE HEARI NG OFFI CER: Go ahead.

MR. SAVAGE: And that is, you know,
when and if M. Parrot's going to object to certain
I tens because he believes it's outside the scope of
the |l andman's testinony, there is a provision under
New Mexico Rul es of Evidence. It's 11-703.

THE HEARI NG OFFI CER: Ckay. Expert
testinony. Sure.

MR. SAVAGE: Can | --

THE HEARI NG OFFI CER:  Wel |, you can
make that argunent at the tinme, by all neans.

MR. SAVAGE: At the time. Ckay.

THE HEARI NG OFFICER: And I'm quite
famliar with it, so --

MR. SAVAGE: So when that is brought up
again --

THE HEARI NG OFFI CER: Sure. By all
means. Yes. OF course.

MR. SAVAGE: Ckay. Thank you.

THE HEARI NG OFFI CER:  So you were
di rect exam ne on the rebuttal exhibits?

MR. SAVAGE: Correct.

THE HEARI NG OFFI CER:  Ckay.

/1
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BY MR SAVAGE:

Q So, M. Bennett, you the two rebutta
exhibits; is that correct?

A That's correct.

Q And those are WPX Rebuttal Exhibit Rl and
WPX Rebuttal Exhibit R9. Do you agree?

A | woul d agree. Yes.

Q Ckay. I'mgoing to go to R1 first. Okay.
So did you prepare this exhibit yourself?

A Yes.

Q Okay. Can you explain what exhibit from 3R
that it rebuts? And also explain how it rebuts that
exhi bit.

A Yeah. So this rebuts 3R Exhibit 000066.
And as you can see, that slide or that exhibit is
listed on the right side of the screen with a screen
grab | abeled "3R, | nplenmenting Conprehensive Near-Term
Devel opnment Use Plan for Area.”

And what we're rebutting is the fact
that -- as you can see in the callout box, 3R has two
Crystal wells, the 701H and the 702H | i sted as spud
dat es, August 2025. And then they plan to take the
rig, go away fromthis area. They do not plan to
drill the south half wells at that tinme or any

additional north half wells. And they show here that
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they're going to be com ng back to this |ocation
sonetinme, it |ooks |ike, in February 2026.

And what we wanted to point out is that
WPX' s plan, as you can see down on the schedule on the
| ower |l eft corner, we do plan to drill all four of our
wells at the same tine, the sane nonth. This is done
so that we can |limt the duration between spud and
first production. W do feel |ike WX s devel opnent
strategy limts depletion. Al the wells are going to
be drilled, conpleted, and brought online in the sane
nmont h.

We do have sone concerns that 3R s plan
i ncurs well bore risk due to | eaving those two wells,
being the 701H and the 702H as DUCs, al so known as
drilled unconpleted wells, which we believe is
unnecessary. W think that 3R S plan does present a
clear and present risk that there could be additional
burdens put on the OCD. |If they are unable to get the
rig to conme back in February, there could be the need
for a tinme extension request to drill possibly the
south half wells since they're only planning to drill
the north half two wells, initially.

And again, our stance is that we're going to

drill all four in the north half and the south half
and fully drill what we proposed earlier than they
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wll. And | -- there was a nention of they don't have
ariguntil June, | believe, of this year. As |
previously mentioned, WPX/ Devon Energy has 13 rigs in
this area, and we have a firmplan to get out there.
We're not waiting on arig to arrive in June. W have
rigs nearby, and this is on our schedule to spud with
our existing -- with one of our existing 13 rigs that
we have running in the basin.

Q Ckay. Thank you. Let's nove to WPX
Rebuttal Exhibit R9. Did you prepare this exhibit as
wel | ?

A Yes, | did.

Q And can you tell nme what from 3R does this
exhibit rebut, and how does it rebut that?

A Yes. This rebuts the 3R Exhibit 000055,
000097, and 000098. And what we're attenpting to show
here is the 00097 snippet on the right-hand side,
which is the tinmeline that 3R had provided in their
packet show ng their proactive approach to
negoti ations with WPX and Devon.

Again, | -- 1 hit on this alittle bit in ny
initial comments, but they claim-- they indicated
that they started negotiations back in |late 2023,
whi ch again, we do not dispute. W know they reached

out to us at that tine, and we -- we had di scussi ons
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with them

The fact is they did not own anything in
ei ther section 32 or 33 where they're planning to
drill these wells until alnost a full year after that
initial tineline that they -- they showed there. They
did not conme into ownership until Novenmber 12, 2024,
again via the term assignnent of only the Wl fcanp
rights, no other rights, one formation that they
received in term assi gnment from Marathon, which is
now owned by Conoco.

That -- that term assi gnnent does have the
| ease -- the BLM | ease expiration that we've tal ked
about of October 1st of this year tied to it, so they
took a term assignment with | ess than one year
remai ni ng on the BLM | ease, and | just wanted to point
t hat out because, you know, they did not own that back
In 2023. This was sonething that wasn't owned until
| ate 2024.

They made carry offers to us, well -- well
carry offers, which our teamreviewed. Again, as |
mentioned, we did not review those favorably enough
to -- to accept. The carry offers were only on three
of the seven wells, and they were only the Wl fcanp XY
wells, so that did make our teama little leery that

they didn't view the -- the four Bone -- or the four
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Wbl fcanp B wells as sonething that they weren't
willing to make a carry offer on, so that kind of
raised a red flag for us that they only offered on
three of the seven wells that are in their initial
wel | packet.

You know, sone of the other reasons for the
unfavorabl e view of those carry offers were again,
their higher capital expenses, which we believed as a
team woul d negatively inpact the overall econom cs of
the wells.

Anot her main factor, and this is a really
big one in our opinion, they do not own the Bone
Spring formation rights. W do. W had a pooling
hearing for the Bone Spring of this Frontier unit for
two-mle wells back in March. W' re anticipating
t hose pooling orders to be issued soon. Those cases
wer e taken under advisenent.

So if we were to have done a carry deal with
themjust for the three Wl fcanp wells, you know, we
viewed it as negative environnmental consequences that
coul d happen via doubling the amount of surface
di sturbance if 3R were to drill Wbl fcanmp wells, have
their owmn facilities, road use, but then WPX still had
to create their own facilities, road use pads, stuff

|i ke that, for the Bone Spring rights that they did
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not offer on and that they do not currently have any
ownership rights in.

So we did not believe it was smart for us to
split the formations up and take a carry offer on our
Wbl fcamp rights but still retain the Bone Spring
rights, so -- especially given that, like | said
earlier, the offer was only on three of the seven
wells that 3R has initially proposed.

So nmoving on fromkind of those reasons, we
al so -- WPX does have a higher working interest. The
north half, we have al nost 7 percent higher working
interest. |If you blend it across the south half and
north half conmbined, it -- that's the 50 percent
wor ki ng i nterest that WPX has and the 46.875 that 3R
has, so anot her reason why we decided that this was
sonet hing we wanted to go out and operate because of
our high working interest.

And back to the WPX not paying or m ssing or
failing to pay rentals on a -- offsetting |ease to
this Frontier unit, which enconpasses sections 30 and
31, it was not a mssed -- it was not a failure to
pay. It was a |ate paynent, which we accept, and
we' ve been working for alnost four years to get that
rei nst at ed.

As previously nentioned, the BLM does take a
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while on this, and we actually have received a letter
dated for April 18th, so just over ten days ago, 2025,
listing that there are a few additional stipulations
t hat WPX nust neet, one of which being rental
paynents, and we have to neet those stipulations
within 30 days, and we're absolutely going to do that
because this is a |large | ease, so we're going to neet
t hose stipul ations, satisfy them
And the BLM based on this letter, will then

approve the |l ease reinstatenent, so that's going to
give us additional developnent out in this area that
we' ve been waiting on for alnost four years. So
wanted to just present that, and | think that's really
it at this point.

MR. SAVAGE: Thank you, M. Bennett.

And, M. Exam ner, that ends ny
exam nati on.

THE HEARI NG OFFI CER: Is it M. Suazo
or M. Parrot? M. Parrot. Go ahead.

MR. PARROT: -- M. Examner, it'll be

MR. PARROT: AlIl right. Just give ne
one nonment while we get up the right page.

Okay. Thank you.
/1
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CROSS- EXAM NATI ON
BY MR, PARROT:

Q M. Bennett, thank you very nuch for your

time this afternoon.

A Yes, sSir.

Q We're just going to start off with a little

bit of your affidavit --
A Okay.

Q -- starting with paragraph 21 of your

affidavit here regarding your statenments about waste.

Can you tell me if you' ve ever been recogni zed by the

Di vision or the conm ssion as an expert in reservoir

engi neeri ng?
A No.
Q Okay. Thank you. Can you tel

me your

educati onal background in petroleumreservoir

engi neeri ng?

A As you can see at the beginning of ny

slides, | don't have that. I"'ma |l and --

| and

background, unless there was any confusion --

Q Understood. Can you tell nme what -- you

have to cal culate well EURs and well econom cs?

A | do not, and I don't believe |I did that
her e.
Q Understood. The title of this section of
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your affidavit, can you read that for us, please?

A “"Granting operatorship to WPX favors
preventi on of waste."

Q Ckay. Can you tell nme what is the
prevention of waste in New Mexico?

A Yes. The -- as | nentioned there, paragraph
21, WPX had a pooling hearing for the Bone Spring
formation, which we own the rights to --

Q M. Bennett, I"'msorry. | think you m ght
have m sunderstood the question. Let ne rephrase.

Can you tell nme the definition of prevention of waste
I n New Mexico?

A | do not know that definition by heart.

Q Can you tell nme as best you can, just in
your own words, how you understand it?

A Preventing waste is, you know, not drilling
nore wells than are necessary; it's not going into
formations that are not perspective; it's not spending
too nuch noney; it's being good stewards of the |and,
protecting -- protecting correlative rights and -- and
not preventing waste by undue devel opnent is ny
I nterpretation of it. | can't say that that's the
exact definition, as | previously nmentioned.

Q Under st ood.

MR. PARROT: Can we go on to the next
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page?
BY MR PARROT:
Q We're just going to turn to the next page of
the affidavit, and let ne refer you to paragraph 26.
Do you recall the statenment in your affidavit, "Thus,
WPX' s plan prevents econom c waste to the tune of
approximately 5.5 mllion dollars"?
A Yes. | do see that there.
Q Ckay. Did you run any sort of -
MR. SAVAGE: bjection.
THE HEARI NG OFFI CER: (Objection to
what ?
MR. SAVAGE: |'mjust going to withdraw
t he objection.
THE HEARI NG OFFI CER: Just getting
ready for --
MR. PARROT: He told us to be ready to
obj ect .
THE HEARI NG OFFI CER: Pl ease,
M. Parrot, continue.
MR. PARROT: All right.
M. Savage does have a point. We were
supposed to get our objections —
THE HEARI NG OFFI CER: That's premature.
MR. SAVAGE: Yes. Yes. Fair enough.
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BY MR. PARROT:

Q M. Bennett, did you run any econom c
cal cul ations for 3R s proposed wells?

A No. | listed WPX' s AFE costs and 3R s AFE
costs here in paragraph 26.

Q Ckay.

MR. PARROT: M. Exam ner, at this
point in time, | would ask that the statenments in the
witness's affidavit regarding prevention of econonic
wast e be struck because the witness is clearly not
gqualified to do any sort of econom c cal cul ati ons on
how nmuch a well will produce over tine in terns of
val ue, on how many barrels of oil a well is going to
produce over tine.

The witness can certainly see an AFE

and see how nmuch it costs to drill the well, but not
whet her that well will produce nore than it costs to
drill the well. That's certainly a territory that's

fair game for a reservoir engineer, and this is not a
reservoir engineer witness. No objection to the
qualifications of the witness as a petrol eum | andman.
THE HEARI NG OFFI CER: Ckay. So which
speci fic paragraphs are you objecting to?
MR. PARROT: The portions of paragraph

26, 27, and 32 that di scuss waste and econoni ¢ wast e.
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THE HEARI NG OFFI CER: Can you list them
agai n?

MR. PARROT: 26, 27, and 32.

THE HEARI NG OFFI CER:  And 32. So three
paragraphs in this self-affirnmed statenent you're
obj ecting to based on | ack of scope -- the scope is
outside his expertise, these statenments?

MR. PARROT: Yes, M. Exam ner.

THE HEARI NG OFFI CER:  Now, it would
have been hel pful for you to have -- | nean, |
understand 26. You've made it clear. It would be
hel pful for me if you also go through paragraph 27 and
32 with the witness and ask sonme nore questions to
support your objection.

MR. PARROT: Understood. Okay.

BY MR, PARROT:

Q M. Bennett, can | refer you to paragraph
27, the end of that paragraph? Do you recall naking
the statenent in your testinony that 3R s Wil fcanp B
devel opnent plan "results in unnecessary drilling and
production fromthe Wl fcanmp B formati on, thereby

causi ng additional waste"?

A | do see that. Yes.
Q And are you asserting that because you
believe that 3Rw Il not be able to recover enough oil
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fromthe Wolfcanp B formation to justify the expense
of drilling those wells?

A VWhich wells? The 804H? 1Is that what you're
referring to in 277

Q The Wol fcanp B wells.

A Well, | just said the Wil fcanp 804H is ny
only Wolfcanp B well nentioned. | don't nention —

Q Ckay. Let's just go for the 804H.

A Okay. So the 804H being in the south half
of -- of -- the Crystal 804H is in the south half,
south half, which is where WPX currently operates the
Frontier well, and so that's why that is in there
because there's a producing well.

Q So are you arguing that the reservoir
characteristics and depletion will have an effect on
the Wbl fcanp B production there fromthe 804H wel | ?

A l'"mnot arguing that. | think my teamw |
show that in future testinony.

MR. PARROT: Ckay. So, M. Exam ner,
it's fine if his reservoir engineer wants to nake a
statenent like that. | would ask that this
particular -- it's clear that this is sonething that
he is asking his teamto explain, and this is not
within this witness's experti se.

THE HEARI NG OFFI CER: And so which part
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of 27 are you objecting to?

MR. PARROT: Basically, the | ast
sentence, the — yeah.

THE HEARI NG OFFI CER: Let ne just read
it. Thanks for highlighting it for ne.

MR. PARROT: Yes.

THE HEARI NG OFFI CER: Ckay. All right.
That's under st ood. Now, let's go 32.

MR. PARROT: So this, basically,
appears to be sort of a conclusion of prior
statenents. So regarding the drilling of unnecessary
wells, prevention of waste, | believe those statenents
shoul d be struck fromthis affidavit.

THE HEARI NG OFFI CER: | nean, |'m going
to push back a little bit on 32 here because the
witness did testify that in his mnd as a | andman,
wast e enconpasses different things, not just economc
wast e, which you've been arguing in the other
par agraphs, but al so surface disturbance waste and
unnecessary di sturbance.

So that's a very |l oose statenent there,
so |'"'mnot going to ask themto strike 32 because |
don't think that's outside of his expertise. | do
agree with you with paragraphs 26 and 27, but |I'm

going to turn to M. Savage and see what argunment he
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wants to make under NVRA 11-703.

Go ahead.

MR. SAVAGE: So this states that an
expert such as M. Bennett as a | andnan expert —-

THE HEARI NG OFFI CER: Why don't you
start fromthe begi nning?

MR. SAVAGE: Yes. This is the New
Mexi co Rul es of Evidence 11-703. It states that "An

expert," such as M. Bennett, a | andman expert, "may
base an opinion on facts or data in the case that the
expert has been made aware of or personally observed.

I f experts in the particular field
woul d reasonably rely on those kinds of facts or data
I nform ng an opinion on the subject, they need not be
adm ssible for the opinion to be admtted, but if the
facts or data could otherw se be inadm ssible, the
proponent of the opinion may disclose themto the
jury" -- and this is for the district court.

THE HEARI NG OFFI CER: | know what it's
for.

MR. SAVAGE: Ckay. So basically, our
position is M. Bennett deals with AFEs all the tine,
and the definition of waste under the statute, |
believe it's 70-2-33 H --

THE HEARI NG OFFI CER:  You're just
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showi ng of f now.

MR. SAVAGE: Yes. Actually, it's
72-3 --

THE HEARI NG OFFI CER: | know what it

MR. SAVAGE: Yes.

THE HEARI NG OFFI CER:  You're j ust
showi ng of f.

MR. SAVAGE: It says that waste is
defined and used in its ordinary neaning. A |andman
who deals with waste understands the ordinary meani ng
of waste, and he has, you know, recited various forns
of waste, surface disturbance, econom c waste. When
— it looks |like, his reservoir engineer points out,
that a well is drilled in the wong formation, he and
his team-- he certainly understands that that could
result in waste or would result in waste.

So M. Bennett deals with AFEs all the
time. What he did is he sat down, he conpared and
anal yzed AFEs, and he saw a five mllion dollar

difference. Wthin the ordinary neani ng of waste,

that is economc waste. |If one -- if one party says
they will drill a well and it'll cost, you know, X
amount of mllion dollars, and another party says,
"We'll drill the well, and it'll cost five nore
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mllion dollars,” | would think that's econom c waste
in the ordinary sense of the neaning of waste.

So you know, he doesn't have to draw a
| egal concl usion, he doesn't have to be an expert
reservoir engineer. He can see the data that the
reservoi r engi neer provides, and then he can
understand it through the filter of an expert | andman.
And that's what he did in the statenent.

THE HEARI NG OFFI CER: Ckay. Can you go
down to paragraph, please, 26? Okay. Let's read 26.
"Thus, the cost of each of the two wells that WPX i s
proposing for the north half unit," blah, blah, blah,
"versus the average cost of the four wells that 3R is
proposi ng," blah, blah, blah, "is a difference of
three mllion dollars,” give or take a few dollars,
"stated in percentage terns, 39 percent npre expensive
to drill than the WPX wells, a significant difference
show ng that WPX' s plan prevents econom c waste."

Well, M. Savage, that's half the
equat i on.

MR. SAVAGE: It's part of the equation.

THE HEARI NG OFFI CER: Look. |'m going
by what it says; okay? W're not going to change
that. It says what it says; okay? Then the

conclusion is, "Thus, WPX' s plan prevents economc
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waste to the tune of five mllion dollars. Reservoir
engi neer has el aborated further in his statenent and
exhi bits."

Ckay. So we have sone nore testinony
about waste com ng up from anot her one in your
Wi tnesses. This is only half the equation. This is
| i ke saying, "Well, it's nore on this side,"” but he
doesn't say -- | nean, if the landman said, "In ny
expert opinion, that would equate to this waste over
here because we're not going to get the sane
production,” although |I don't know that that's within
his expertise to even say that, that would be a
conclusion | could at |east understand. But to say
that, "Well, just because the well costs nore, it's

wast eful ," that doesn't make any sense.

MR. SAVAGE: It's a piece of
I nformation that's probative. And when you conbi ne
that with what the reservoir engineer will testify to,
you get the full picture. The landman is in a
position to get a full -- they' re the ones that have
to give the AFE as the exhibit. They're the ones that
have to tal k about the AFE in ternms of the nunbers
that are presented.

THE HEARI NG OFFI CER: But it's only

part of the picture. |It's only part of the picture,
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and the conclusion that it is waste is not part of
that -- it's not part of that. You can't say that

j ust because sonething costs nore than the other nmeans
it's wasteful. If | want to buy a Ferrari, is it
wast ef ul because | don't want to buy a Toyota? No.

MR. SAVAGE: It's part of the equation
of the evaluation of whether it's wasteful. Yes, it
I S.

THE HEARI NG OFFI CER: But the objection
Is it's outside of the scope of his expertise as a
| andman. You' ve pointed to the rul es of evidence,
which | know very well, and it says that he can take
certain facts that may not even be
adm ssible -- although Iots of facts were adm ssible
here that aren't in a court of law, but that's a
different subject -- form ng their opinions.

These facts are -- not to be adm ssible
as evidence if they're the kind that an expert in the
field relies on inform ng an opinion. But his opinion
as a |l andman does not go to what is waste and what is
not. That's nmy issue with that statenent.

MR. SAVAGE: So if | can respond, |
woul d just respond that the statutory definition of
waste is waste in its ordinary meaning. \Wat

M. Bennett has provided is a part of an understandi ng
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of this equation in its ordinary neaning that once you
conbi ne his adm ssible statenment as a | andman, which
is probative and evidentiary because it points out the
part of the AFE, with the remaining reservoir
engi neer, the Division would get the full picture and
woul d benefit fromthat.

THE HEARI NG OFFI CER: And, M. Savage,
| have no problemw th this wtness saying, "The AFE
says this,"” and it conpares this way with the other
one. What |I'm having a problemw th, and what | think
the objection is, the conclusion that it's waste. So
this witness cannot concl ude based on that evidence
al one that this is waste. That's outside of his
expertise in nmy opinion.

MR. SAVAGE: So if | understand that,
t hen, we would keep the conparison?

THE HEARI NG OFFI CER: Yes. Definitely.

MR. SAVAGE: Wuld strike just the
sentence that -- okay.

THE HEARI NG OFFI CER:  Wel |, so,
M. Parrot, what sentences in 26 are you objecting to,
specifically?

MR. PARROT: "Thus, WPX" -—-

THE HEARI NG OFFI CER: That's what |
t hought .
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Okay. So it's the last two sentences,
M . Savage.

So I'"'mgoing to wite this down. So
par agraph 26, |last two sentences; okay?

MR. SAVAGE: Yes, sir.

THE HEARI NG OFFI CER: Now, in 27, what
sentence do you have a problemw th?

MR. PARROT: The | ast sentence.

THE HEARI NG OFFI CER: The | ast

sent ence.

M. Savage?

MR. SAVAGE: Yeah. Can we see that?

THE HEARI NG OFFI CER:  The i nprudent
ext ensi on.

MR. SAVAGE: Okay. So | would point
out — okay. So M. Fordyce was the one who pointed

out that this is like an overlapping unit --

THE HEARI NG OFFI CER:  Yeabh.

MR. SAVAGE: -- and the overl apping
units are addressed by the | andman.

THE HEARI NG OFFI CER:  That's right.

MR. SAVAGE: So majority of this
sentence basically tal ks about the inprudence of
extending 3R's 804 well into the Wl fcanp underlying
this unit and drilling. They —
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THE HEARI NG OFFI CER:  Not j ust

drilling, unnecessary drilling.
MR. SAVAGE: Unnecessary drilling.
Yes. And the | andman deals with -- you know, they're

t he ones who put the wells and | ocations on the C-102
whet her they're necessary or not.

THE HEARI NG OFFI CER: Ri ght.

MR. SAVAGE: | think that falls within
their scope. So | guess the only thing I would say
that you coul d possibly object to based on the grounds
you' re describing would be thereby causing additional
wast e.

THE HEARI NG OFFI CER: M. Parrot, if
they struck the phrase "thereby causing additional
waste," do you have objection with the rest of that
sent ence?

MR. PARROT: Yes. The entire sentence.
It calls for an analysis of reservoir dynam cs,
whet her the existing Frontier well has adequately
drai ned the Wil fcanp B reservoir, whether an
additional well is needed to prevent waste in the
Wol fcanmp B reservoir, it requires conpletions
engi neering expertise to determ ne whether the frac
hits will interfere one well to another.

THE HEARI NG OFFI CER: | under st and.
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So, M. Savage, based on what
M. Parrot has said, do you now disagree that this
requi res additional understanding into reservoir
dynam cs that a | andman woul dn't have?

MR. SAVAGE: Do you mnd if | read the
whol e paragraph? | can't see — | think it's --

THE HEARI NG OFFI CER:  Oh. Pl ease do.
Can you scroll down the whol e paragraph so you can see
all of 27? The other way, please. There you go.

MR. SAVAGE: |'Il agree with that.

THE HEARI NG OFFI CER: Okay. So pl ease
renove the sentence. Thank you.

MR. PARROT: M. Examiner, | don't nean
i n any way to chal |l enge your concl usion about waste
di scussion being allowed -- 32, but we've now
determ ned that there's nothing in this testinony that
Is adm ssible that goes to the drilling of unnecessary
wells, so | do think that part of section
—- sorry -- paragraph 32 does not bel ong.

THE HEARI NG OFFI CER: Di d you question
this witness about that paragraph? | don't renenber.

MR. PARROT: Not about paragraph 32.

THE HEARI NG OFFI CER:  Wbul d you pl ease
guestion the w tness about paragraph 32 and show ne

why that word "waste" is inappropriate there?
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MR. PARROT: Certainly. And I
apol ogi ze. 1'mnot challenging your ruling about
waste - -

THE HEARI NG OFFI CER:  It's your
responsibility to object for your client.

MR. PARROT: Ckay.

THE HEARING OFFICER: | don't take it
as a chal |l enge.

MR, PARROT: Okay.
BY MR PARROT:

Q M. Bennett, is there any conment in your

self-affirmed statenent regarding the drilling of

unnecessary wells other than in paragraph 27?

A I'd have to reread the whole thing, but is
that -- was that where -- it's only in 27 about the
drilling of unnecessary wells?

Q That's my under st andi ng.

A Okay.

Q It's your affidavit, so you can tell me if
' m wrong.

A | nmean, |1'd have to reread the -- so | see
It in 27. | amnot seeing it anywhere else on this
page. |t may be sonmewhere else, drilling of
unnecessary wells, throughout the docunent. |'d have
to -- we'd have to go review the whol e docunent
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because | just don't have it nenori zed.
Q Do you have --

THE HEARI NG OFFI CER: How about we do
this?

MR. PARROT: Sure.

THE HEARI NG OFFI CER: Let's reserve the
obj ection to paragraph 32. You can read it tonight.

MR. PARROT: Okay.

THE HEARI NG OFFI CER: | have a feeling
we're not going to be done today.

MR. PARROT: Okay.

THE HEARI NG OFFI CER:  That's ny
opinion. | have a feeling we're going to be back
again tonorrow because it's already quarter of three.
We need to be out of this roomat four o'clock today.
So read it, and we can conme back to the objection once
he's read the entire thing. OCkay.

MR. SAVAGE: M. Examner, may | add to
t hi s?

THE HEARI NG OFFI CER:  Yes.

MR. SAVAGE: In addition to reading the
entire statenent —-

THE HEARI NG OFFI CER:  Yes. Yes.

MR. SAVAGE: -- could you also read 3R s

| andman, paragraph 167
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THE HEARI NG OFFI CER: Ri ght now?

MR. SAVAGE: Well, as you're
consi deri ng whether or not a | andman can say that the
pooling is in the best interest of conservation, the
prevention of waste, and the protection of correlative
rights and avoiding the drilling of unnecessary wells.

THE HEARI NG OFFICER: Oh. This is the
3R exhibit that you're saying contains simlar --

MR. SAVAGE: It is the m ssion of OCD
to do these things, and that is -- you would have to
take that out of every |l andman statenent.

THE HEARI NG OFFICER: We wi || deal with
t hat tonorrow norning at the appropriate tine, but
you're on notice that if we start striking paragraphs
that are very general, like 32, you may be in trouble,
your sel f.

OCkay. So where are we with this
w tness, M. Savage? Have we --

MR. PARROT: M. Exam ner, | believe
it's my cross.

THE HEARI NG OFFI CER:  You're stil
cross-exam ni ng. Good.

MR. PARROT: Yes.

THE HEARI NG OFFI CER: That's why |I'm

asking that. | forgot where we were.
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Pl ease go ahead.

MR. PARROT: Ckay. Sorry. Before |
| ose track of sonething that you just said, are we now
on notice that our entire direct case is going to be
reopened in the norning for M. Savage to object to
our w tnesses, statenments, our exhibits, everything,
or is that tine passed?

THE HEARI NG OFFI CER:  No.

MR. PARROT: Ckay.

THE HEARI NG OFFI CER: He's bringing up
a good point that the statenent in your |andman's
self-affirnmed statenent had the sanme general | anguage
that, you know, ainms to ring certain bells here at the
Di vi si on because we all know why we're here, to
prevent waste and protect correlative rights.

MR. PARROT: Ckay.

THE HEARI NG OFFI CER: And al nost every
affidavit says that. That's certainly the magic
| anguage, which is why | have trouble striking that
magi ¢ | anguage from paragraph 32 here. And | agree

with M. Savage that we shouldn't start doing this.

MR. PARROT: Well, let's nmake this
sinmple. We'll w thdraw our request to strike anything
fromsection 32. | think that the point is made with

regard to the specific |anguage in section 26 and 27.
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And that way we don't have to reopen the matter in the
nor ni ng.

THE HEARI NG OFFI CER: That's wonderful .
So we end up here with ny sustaining the objection to
par agraphs 26 and paragraph 27. In 26, M. Savage is
striking the last two sentences, and in paragraph 27,
he's striking the |ast sentence. |Is that what you —

MR. PARROT: Yes. That's —

THE HEARI NG OFFI CER:  Yeah.

And, M. Savage, you understand; right?

MR. SAVAGE: Yes.

THE HEARI NG OFFI CER: Excellent. And
you know that you're going to be exchangi ng these
revised exhibits for each other to double check and
make sure that everyone did the right thing so --

MR. PARROT: Yes.

THE HEARI NG OFFI CER: -- before you
submt them so we'll be good there.

Okay. M. Parrot --

MR. PARROT: Ckay. Thank you. Good
news is | don't have many questions |eft.

THE HEARI NG OFFI CER:  Ckay.

MR. PARROT: So we should be able to
get through this quickly.

THE HEARI NG OFFI CER: Take your tine.
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You do whatever you need to do.

MR. PARROT: M. Bennett, thanks for

your patience.
THE W TNESS: Absolutely.
BY MR PARROT:

Q Do you recall the discussion about the

federal lease in the subject | ands that has an

expiration date in the fall of this year?

A Yes, sir.

Q Okay. We'll just refer to that as the

federal | ease --
A Ckay.

Q -- so we're all clear on what we

about . You nmentioned sone verbal conversations that

you had with the BLM is that correct, about that

| ease?
A Yes, sir.
Q Do you have any witten evidence

of an enmail or a letter fromthe BLMthat has been

submtted regarding the |ikelihood of that
extension fromthe BLM?

A No. Not -—

Q Okay. So the only thing you have is just

verbal from certain BLM personnel ?

A Yes. And | know their two nanes.

re tal king

in the form

| ease

Happy to
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call them and get themto send nme an email if
necessary. They respond better to phone calls nost
times at the BLM They don't use -- they're not super
hel pful on emails, unfortunately, a lot of tines, so

t hat was the reason for the phone call. | deal wth
these two individuals at the BLM very regularly.

Q Al right. Well, on that note, let's turn
to your Exhibit R9, your Rebuttal Exhibit 9. And |
apol ogi ze, |I'mnot sure what --

THE HEARI NG OFFI CER: There it is.

MR. PARROT: |"'mnot sure that this
has a PDF page for the —-

THE HEARI NG OFFI CER: 13 of 137

MR. PARROT: -- but we're clear on
where we are.

THE HEARING OFFICER: It's on the
screen. Do you see it?

MR. PARROT:. Yes.

THE HEARI NG OFFI CER: Ckay. Great.
BY MR. PARROT:

Q Ckay. M. Bennett, you've been working with
the BLM for 42 nonths on a | ease reinstatenent;
correct?

A Yes, sir.

Q Where is that | ease?
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A It's sections 30 and 31, which is an
offsetting BLM |l ease to this Frontier/Crystal.

Q So imedi ately adjacent to the subject
| ands?

A Correct.

Q Same BLM office as woul d be dealing with the

| ease suspension request that you nentioned?

A That is correct.
Q Sanme BLM personnel ?
A Actually, let nme rephrase that. Sonetines

these reinstatenents run through the BLM Santa Fe
office, and a lot of tines, the |ease suspensions run
t hrough the Carlsbad office. They all work together
I's my understanding, but I can't say with certainty
that it's the exact sanme office for the reinstatenent
as the | ease suspension request.

Q Didn't you just get a letter a week ago
regardi ng that | ease reinstatenment?

A Yes.

Q But we don't know which office is handling

that directly?

A | believe that one canme fromthe Santa Fe
office. |'d have to check the -- the signature |ine
on t hat.

Q Ckay. Can you guarantee that this | ease
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suspensi on request is going to be approved with
certainty?
A | cannot guarantee it. No.
Q Under st ood.
MR. PARROT: Ckay. No nore questions.

Thank you.
THE HEARI NG OFFI CER: M. Fordyce?
TECHNI CAL EXAM NER FORDYCE: Yes.
M. Bennett, a couple of clarifying
guestions. If | could direct you to page 40 of 131 in

t he exhi bit packet.
THE W TNESS: Okay. Yeah. [It's not on

t he screen, but anybody can put it on --

THE HEARI NG OFFI CER: -- control.
M. Savage?

MR. SAVAGE: Yeah. Let's ne try to get
in here. Okay. Hold on. 1'll share. And this is

the original exhibits?

THE HEARI NG OFFI CER: Yes. Page 40 of
131.

MR. SAVAGE: Ckay. Do you see that?

THE HEARI NG OFFI CER: | don't think
that's the right page.

MR. SAVAGE: It's 40 of 131.

THE WTNESS: It shows page 65.
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MR. SAVAGE: No. Oh. |t
Let ne see.
THE HEARI NG OFFI CER: | t

"Tract 3 ownership” is howit starts out

MR. SAVAGE: Oh. 40 of 131 is part of

the | andman statenent, so -— |let's see here. Oh.

Okay. | apologize. |1'"mon the wong --

apol ogi ze. There we go. Do you agree with that?

TECHNI CAL EXAM NER FORDYCE: Yeabh.

That's correct. Thank you.

MR. SAVAGE: Yeah. I'msorry for the

delay on that. Maneuvering around on ny |aptop is not

t he easiest thing for ne.

THE HEARI NG OFFICER: It’s not the

ri ght page, though. There we go.

TECHNI CAL EXAM NER FORDYCE: Page 40.

Yeah. Okay. It says "Unit recapitul ati

Spring formation,"

what | ooks like a clerical error there.
THE WTNESS: That's corr

It says Bone -- Bone Spring formation.

TECHNI CAL EXAM NER FORDYCE: A little

further -- sorry. And a little further

list of unconmtted parties/persons to be pooled, is

WPX Energy Perm an seeking to pool WX Energy Perm an?

first of all, just to point out

shoul dn' t.

hink it's

okay. |

on, Bone

ect . Yeah.

down, a full
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THE WTNESS: We're not, we just |isted
ourselves as a -- because we are a record title owner.
| did not |ist ourselves as a working interest owner,
but | tried to go above and beyond and just list all
the record title owners. | probably should have
excl uded WPX. My apol ogi es.

TECHNI CAL EXAM NER FORDYCE: For these
two cases, | would just nmake the sanme request. |If we
could clean these up into the conventional format that
they're displayed in for the Division to review.

THE W TNESS: Yes, sir.

TECHNI CAL EXAM NER FORDYCE: Thank you.

| have no ot her questions.

THE HEARI NG OFFI CER: So M. Fordyce,
as you asked for -- | think it was 3R, you want a
tabl e showi ng the ownership interests and then a
hi ghl i ghted for those to be conpul sory pool ed?

TECHNI CAL EXAM NER FORDYCE: That's
correct. Yes.

THE HEARI NG OFFI CER: M. Savage,
under st and?

MR. SAVAGE: Okay.

THE HEARI NG OFFICER: WII there be a
different table for your other case nunber; are they

di fferent for both?
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MR. SAVAGE: | will check those and
make sure they're consistent as well.

THE HEARI NG OFFI CER: Ckay. Perfect.

Al right. If that's it, M. Fordyce,
"1l go back to M. Savage.

Is there any redirect?

MR. SAVAGE: |'Il just do one redirect
guesti on.

REDI RECT EXAM NATI ON

BY MR, SAVAGE:

Q So, M. Bennett, you nentioned that there
were certain things that you had to do to reinstate
that | ease; is that correct?

A Yes. That is correct. There are
stipulations that WPX has to conply with to get the
rei nst at ement approved.

Q And in your experience as a | andman wor ki ng
with the BLM do you anticipate that once those are
made that the | ease will be reinstated?

A Yes.

MR. SAVAGE: Ckay. That's all 1've
got. Thank you.

THE HEARI NG OFFI CER:  All right.

Was there any additional cross,

M. Parrot, on that question?
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MR. PARROT: Yes. | just amgoing to

need a second to --

THE HEARI NG OFFI CER: Go ahead
MR. PARROT: -- refer to the right

exhi bit.

THE HEARI NG OFFI CER: Go ahead.
MR. PARROT: Rather than try to swtch

share screen, M. Savage, do you m nd putting up WX

Exhibit A4? 1t's page 63 of 131.
RECROSS- EXAM NATI ON
BY MR PARROT:

Q M. Bennett, do you recognize this summary

of conmuni cations with i nterest owners?

A Yes.

Q When was this sent?

A This woul d' ve been part of our packet that
was submtted -- I'mnot sure the exact date that it

was submtted, but M. Savage and his firmsubmtted

t hat for us.

MR. PARROT: Can we scrol

tad onto the top margin of the page? Sane page, just

the top of the margin.

BY MR, PARROT:

Q It appears that it was received by the

Di vision on April 22nd. Does that appear to be

up just a
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correct to you?

A That's what the OCD reflects there at the
top | eft corner

Q Understood. Can you find the fourth
sentence in the paragraph, about m dway through,
starting "Again, as of this witing today" -- can you
pl ease read that sentence for ne?

A “Again, as of this witing today, we have
not gotten the assurances we need fromthe state and
federal agencies to assure |ease viability for WPX and
3R to commence the trade conprom se and be able to
resolve this matter before going to a contested

hearing set for April 29th."

Q Is that a true statenent at the tine of this
letter?
A It was true at the tine | drafted this,

whi ch was before April 22nd when it was received.
Otentines, | -- the |Iandman and anot her geol ogy
reservoir engineer create these docunents, and then
they're submtted at a certain time. But yeah, | -- |
woul d' ve drafted this before April 22nd.

Q Ckay. So you did draft this sentence; you
wrote this?

A Yeah. This is ny witing.

MR. PARROT: Okay. Thank you. No nore
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guesti ons.

t hat 1 ssue

BY MR SAVAGE:

Q
t hi ngs cha

A
It was dat
WPX/ Devon'
And | have
to provide
share that
of docunen

Q

oversi ght?

A Yes. We -- we did not receive that |ease
suspension stipulation -- I'msorry -- |ease
reinstatenment stipulations until after April 22nd.

Thank you.

THE HEARI NG OFFI CER:  Ckay.
M. Savage, is there anything nore on
?

REDI RECT EXAM NATI ON

M. Bennett, so after you drafted this, did
nge?

Vell, we received a letter, as | nentioned.
ed 4/18/2025 fromthe BLM That did not hit
s mail box or mail roomuntil April 25th.

t hat recei pt of when we got it, and happy
that to M. van Staveren, and |'m happy to
with him W' ve been sharing these types
ts with each other

So you woul d consider this a garden variety

MR. SAVAGE: No further questions.

THE HEARI NG OFFI CER: M. Parrot?

MR. PARROT: No questions.

THE HEARI NG OFFI CER:  You're done?
Ckay.
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M. Fordyce, was there anything about
t hat exchange that you want to question?

TECHNI CAL EXAM NER FORDYCE: No further
questions, M. Hearing Exam ner.

THE HEARI NG OFFI CER:  Ckay.

Okay. You may be excused, M. Bennett.
Thank you for your testinony.

Who do you want to call next,

M. Savage?

MR. SAVAGE: | call M. Joe Dixon.

THE HEARI NG OFFI CER:  Ckay.

MR. SAVAGE: He's WPX' s geol ogi st.
VWHEREUPOQN,

JOE DI XON,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as follows:

THE HEARI NG OFFI CER: The button on the
right will turn on the m crophone. Perfect. Thank
you.

| rem nd you that you are under oath,
and you' ve al ready been qualified by the Division as
an expert in petrol eum geol ogy.

THE W TNESS: Yes, sir.

/1
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DI RECT EXAM NATI ON

BY MR, SAVAGE:

Q M. Dixon, can you state your full name for
t he record?

A Joe Di xon.

Q And are you famliar with the subject |ands
and the geology in these cases?

A I am

Q And have you prepared or prepared under your
supervi sion and reviewed the exhibits you' ve submtted
in these proceedi ngs, including your self-affirnmed
statenent ?

A | am

Q And what is your position wth WX/ Devon?

A ' ma petrol eum geol ogi st.

Q And how | ong have you worked in that
capacity?

A Little over 11 years.

Q Did you want to nake any corrections or

clarifications of any of your statements or exhibits?
A No, sir.
Q OCkay. Are the exhibits true and accurate to
t he best of your know edge and under st andi ng?
A Yes, sir.

Q Let's go to your initial statenent. Let ne
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see here. So this statenent is straightforward; you
do not want to clarify or add to any comments on this
st at enent ?

A Correct.

Q Ckay. |Is there anything in the your geol ogy
exhi bits that you want to comment on or conpare wth
t he geol ogy exhibits that the 3R geol ogi st provi ded?

A We can start with Exhibit 1 there.

Q B1.

A Yeah. So --

Q Yeah. So what can you describe about this
exhi bit and conpare it to 3R s that would help the
Di vi si on under stand your position?

A Well, WPX Exhibit Bl is a structure map
show ng the depth sub Cto the top of the Wl fcanp
formation, a marker that defines the top of the target
zone of the proposed wells out here. This is very
simlar to the structure map proposed from3R It's
very agreeabl e.

Sonething that | want to point out here,
too, and address is the Frontier 434 well located in
section 32, the prior well that WX drilled back in
2018. It was drilled in 2018 and then conpleted in
2019 and produced in 2019.

This was a test well that was set out
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further onto the western extent of the basin, so
testing the nore peripheral areas of the basin. Now,

we wanted to do a single-mle lateral there just

because it's a test. You could do a -- lateral well
and still return a poor result; right? So trying to
save sone noney there and still learn froma -- froma
good test.

To address the concerns about depletion
here, we tried to be as prudent as possible, and you
can see the 604H is -- offset that -- what | call that
Wbl fcamp B well, or that Frontier 434 well. However,
you can see that the first half of the 604H | ateral
wll not be depleted at all, if it is at all.

Q Okay. So it sounds like with WPX, Devon has
been investing in this area | ong before Ri dge Runner
Resources |17?

A Correct.

Q Okay. Are there any other of your geol ogy
exhibits that you would |ike to comment on that would
hel p the Division better understand your position on
t he geol ogy?

A W will be targeting the sane | anding zone
in the Wbl fcanmp XY shown in the cross-section. Really
not hing nore to show here.

Q Ckay. And then B3?
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A The standard isochore map of that Wl fcanp
XY and A zone showi ng the consistent thickness across
the unit.

Q And t hen we have B4.

A Now, the difference in the devel opnent
bet ween WPX and 3R, we do plan on drilling four XY
wells across here. This is the nore prolific zone to
drill wells in. W do reserve, and we tal k about that
alittle bit |ater.

There is prospectivity in the Wl fcanp B,
but due to the econom cs that our reservoir engineer,
Keevin Barnes, will show |l ater, and due to
sone -- we'll -- we'll present that the fluid
maturities in this area that are reflected in 3R s
type curve gives an inaccurate representation of what
the true oil EUR could be out here. So we'll show

sone of that a little bit |ater on.

Q And BS.

A Not hi ng to note here.

Q And that concludes your exhibits; correct?
A Correct.

MR. SAVAGE: AlIl right. M. Dixon's
avai l abl e for questions.
THE HEARI NG OFFI CER: Are there

rebuttal exhibits?
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MR. SAVAGE: Oh. The rebuttal. Thank

you so nuch. Let's go to those here.

BY MR, SAVAGE

Q Ckay. M. Dixon, can you tell me what
rebuttal exhibits you will be presenting today?
A | believe it's revision R5, and --
Q So would it be correct to say R6 and R8?
A Could we take a | ook at those real quick?
Q Yes. Let's take a | ook and see what we've
got there. This is WPX Rebuttal Exhibit R6. Does
that look like the exhibit that you prepared?
A Correct.
Q Ckay. So --
THE HEARI NG OFFI CER: Didn't he just
say R57
MR. SAVAGE: He did --
THE HEARI NG OFFI CER: Oh. You nean RS.
| m ssed —-
THE W TNESS: Yeah. | just needed to
see the slide.

BY MR, SAVAGE

Q
A

Q

Did you prepare this yourself?
| did.

And can you explain to the Division what of

3R it rebuts, and how it rebuts 3R s evidence?
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A Yeah. So this rebuts Exhibit 3R 54. The
map fromthe 3R exhibit is shown there to the right.
It is showi ng the WPX/ Devon devel opnment focus area
there to the east and then showi ng 3R s devel opnent
focused area there to the west, mainly there in Range
26 East.

However, you know, we have wells in Range 27
East, just to the east of there. And what | want to
poi nt your attention to is the 3R type curve area that
t hey used when determ ning which wells to include in
their type curve.

So you can see that nine townships that that
represents there, and that includes WX/ Devon wells
inside of it. So inside the type curve area that 3R
used, 3R has roughly -- or approximately 24 historical
produci ng horizontal wells in their type curve area.
Four -- four of those 24 are Wl fcanp B wells, and
then 15 are Wl fcamp XY, A wells.

WPX/ Devon in that nine township range has 41
hi stori cal producing horizontal wells inside that type
curve area, four of which are Wolfcanp B wells and 24
of which are Wolfcanp XY wells. The |last Wl fcanp B
DSU that we drilled was just |ast year. W've got a
| ot of information on the Wl fcanp B.

And obvi ously, based on the well counts
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here, you can see that we do have a | ot of XY
experience in this area, and | would argue that we
have nore wells drilled and conpl eted and executed
I nsi de that nine township range there inside their
type -- type curve area. So we honestly have nore
experience inside the type curve area.

Sonething else | want to point out here, out
of those approximately 24 wells, 3R only operates
three of those wells -- producing wells, and that's
the Rena 7 devel opnment. The rest of the wells out
here were drilled fromtheir enployees but at prior
conpani es, Earthstone, Chisholm et cetera.

Q Ckay. Let's nove to R8. WPX Rebutt al
Exhibit R8, did you prepare this?

A I did.

Q And can you explain to the Division howthis
rebuts 3R s evidence, and where it does, and how it
does?

A So this rebuts exanple -- or Exhibit 3R 57
and 124. So basically, what we're showing there to
the right is the locator map for the type curve wells
that were included in the Wl fcanp B characterization.
What | really want to show here -- and as a geol ogi st,
you know, |I'mvery concerned al ways about the rock,

and |1'm al ways very concerned about the fluid inside
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that rock. And what we try and do as a geol ogi st,
we've got to lunp like for |ike when it cones to
geol ogy to make sure we're getting to the right
characterizations at the end of the day.

So here, what we showis the -- that latera
DSU to the northeast that's | abeled there, the initial
GOR on that well -- that is a Devon well -- is 3,100
SCF per barrel. According to the McCain fluid
classification, that initial GOR would represent a
volatile oil fluid type.

Now | want to point your attention to the
Sunrise DSU. So we're going to nove from northeast to
sout hwest across here. So when we | ook at that
Sunrise DSU that, again, was included in the type
curve of 3R's, the initial GOR of that well is 10,850
SCF per barrel, so GORis increasing. And with that,
the definition for that type of initial GORis a
retrograde gas.

So it's a different fluid type noving from
the northeast to the southwest. And if we | ook at the
Cletus well, which is the direct offset to the
Frontier unit, the initial GOR is 15,800 SCF per
barrel, which would again equate to nore of a
retrograde gas. You cannot |unp volatile oil and

retrograde gas together. That would be -- you're not
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conparing apples to apples on that based on fluid
t ypi ng.

So again, in a retrograde gas reservoir,
they are overestimating the anount of oil that they're
going to recover fromtheir Wil fcanp B wells, and they
are using the wells up there by -- in their type curve
anal ysis, which is a different reservoir fluid type.

Q And can you explain where they are claimng
that you're using the wong fluid types?
A Repeat that, please.
Q Can you explain how they're arriving at the
conclusion that you're using the wong fluid types?
A How t hey are com ng —-
Q They're the ones asserting that; is that
correct? They're the ones asserting that --
A We're m xing everything together? Yeah.
MR. SAVAGE: Ckay. | have no further
guesti ons.
THE W TNESS: | —-
MR. SAVAGE: Oh.
THE WTNESS: |Is okay if | —-
MR. SAVAGE: Yeah. Pl ease.
THE W TNESS: -- keep going? There is
sonet hing el se out here. So WPX/ Devon does have PVT

analysis on three wells out here, so again, that's
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telling us -- that's about as good of evidence you can
have for the fluid type out here. Now, we have three
wells. This is proprietary data but it does support
the GOR -- the initial GOR data that we have out here.
Now, Devon or WPX, we're confortable
with sharing this proprietary data in a nore
confidential setting, but it does support the initial
GOR data that we have here.
THE HEARI NG OFFI CER: Are you done with
your questions?
BY MR SAVAGE

Q So can you explain a little bit nore about
what the proprietary data would help the Division
under st and?

A It would validate the initial GOR data that
we have here that supports the different fluid types
via the -- the initial GOR data.

MR. SAVAGE: Okay. That concl udes ny
guesti ons.

THE HEARI NG OFFI CER: Who's handl i ng
the cross on this wtness? M. Parrot.

MR. PARROT: Thank you, M. Chakali an.

THE HEARI NG OFFI CER:  Yes.

MR. PARROT: May we have control of the

share —-
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MR. SAVAGE: Yes, let ne discontinue.
MR. PARROT: Okay.
CROSS- EXAM NATI ON
BY MR, PARROT:

Q M. Di xon, thank you very nmuch for your tine
this afternoon.

A You bet.

Q We are | ooking here at your Exhibit B4; is
that correct?

A Yes, sir.

Q And here, you show the Frontier 431H well as
a black dot on this cross-section; correct?

A Correct.

Q Gun barrel diagram That's the existing
one-mle lateral in the south half, south half of
section 32?

A Correct.

Q And you're showi ng your plan |anding point
for your Wbl fcanp XY wells at about eight-seven
hundred and fifty feet, TVD?

A Can you repeat that?

Q You' re showi ng your plan | anding zone for
your Wol fcanp XY wells at approxinmately eight-seven
fifty feet, TVD?

A Yes, sSir.
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Q And the TVD for the Frontier 431H, that
woul d be about eight-nine fifty?

A Yes, sir.

Q So that represents approximtely 200 feet
vertical separation between the existing well and your
pl anned devel opnent wells; correct?

A Yes, sir.

Q And do you know what depth 3R s pl an
Wbl fcamp B wells would be drilled at?

A | do not have that right off the top of ny
head.

Q Does ninety-five hundred feet give or take
sound correct? Wuld you like to look at 3R s gun
barrel diagram --

MR. PARROT: Can we turn to 3R 45,
pl ease? Yeah. Can you zoomin as much as possible on
just the cross-section, right there. Scroll over.
Scroll over so we can see this one red dot right here.
There we go.
BY MR, PARROT:

Q Okay. Based on this gun barrel diagram
does ninety-five hundred feet | ook correct to you,
gi ve or take?

A G ve or take.

Q Ckay. So that would be approximtely 550
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feet of vertical separation between the existing
Frontier 431H and the planned Wol fcanp B wells;
correct?

A Correct.

Q Do you consider 200 feet adequate separation
between the Frontier existing well and your -- XY
wel | s?

A Coul d you repeat that?

Q Do you consi der 200 feet vertical separation
to be adequate between your planned XY wells and the
existing Frontier 431H wells?

A Not only 200 feet, but we al so staggered off
of it.

Q Okay.

MR. PARROT: Can we turn to
your -- Exhibit R8, please? Thank you.
BY MR, PARROT:

Q Woul d you say that the Cletus well on the
third line of this table represents the nost accurate
GOR to cal cul ate Wl fcanp B production and EUR
estimtes for the subject |ands?

A Yes.

Q Do you know what GOR 3R used to run its
reservoir cal cul ations?

A | do not.
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Q
to you?

A

Woul d approxi mately 16, 000 sound about ri ght

| do not know that off the top of ny head.
MR. PARROT: Can we turn to Exhibit 3R

120, pl ease?

BY MR PARROT:

Q

Okay. Do you see here the gas EUR and the

oil EUR for the Wbl fcanp B?

A

Q
3R based

questi on.

di vi di ng

| do.

How woul d you determ ne what GOR was used by
on these nunbers? Let nme rephrase the

That was, perhaps, confusing.

Wuld it be correct to calculate the GOR by

the oil EUR by the gas -- I'msorry -- the

gas EUR by the oil EUR?

A
engi neer

Q

| would | eave that one up to ny reservoir
to tal k about.

Based on that cal cul ati on, would 15, 674

sound about right to you?

A

question

Q

As a geologist, | would rather |eave this
to nmy reservoir engineer.
Under st ood.

MR. PARROT: Ckay. No nore questi ons.

Thank you.

TECHNI CAL EXAM NER FORDYCE: Yes.
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M. Dixon, if I could direct your
attention to 73 of 131 in your exhibits.
THE W TNESS: These are the origi nal

exhi bits?
TECHNI CAL EXAM NER FORDYCE: Yes.
THE W TNESS: 33 of 131?
TECHNI CAL EXAM NER FORDYCE: 73 of 131.
THE W TNESS: 73? Ckay.
TECHNI CAL EXAM NER FORDYCE: First of
all, a request for these logs -- if we could get the

i ncl usi on of the APl nunbers on page 73 when you
submt your exhibits, again, revised exhibits. And
then if we could quickly scroll down to 75 of 131,
sanme request here. Include the APl nunber and the
revi sed exhibit, please. And then for clarification,
in this Exhibit B4, you're showing that the WPX well,
the 431H, is |landed in the Wl fcamp B section of the
Wol f canp?

THE W TNESS: Correct.

TECHNI CAL EXAM NER FORDYCE: And agai n,
for clarification, in 3R s exhibits and testinony,
they're saying it's in the Wl fcamp A and so just
asking for sone clarification.

THE W TNESS: There's differences
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TECHNI CAL EXAM NER FORDYCE: -- of
where it actually is at.

THE W TNESS: Yeah. There's
di fferences in just nonmencl ature and how we correl ate
things, and that's interpretive, up to the geol ogi st.
You know, we do have seism c data to conme back this
up, but | would say that the -- you know the TVD t hat
3R uses where that Frontier 431H has been targeting is
the same TVD depth that we have here, or roughly
simlar --

TECHNI CAL EXAM NER FORDYCE: So there's
a di screpancy in —-

THE W TNESS: -- just a mnor —-

TECHNI CAL EXAM NER FORDYCE: -- what
they're calling A and B and what you're calling A and
B; is that what you're saying?

THE W TNESS: That's correct.

TECHNI CAL EXAM NER FORDYCE: Ckay. No
further questions. Thank you.

THE HEARI NG OFFI CER: Ckay. Thank you.

M. Savage, is there any redirect on
any of the cross?

MR. SAVAGE: No redirect. Thank you.

THE HEARI NG OFFI CER:  Ckay.

You may be excused, M. D xon. Thank
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you for your testinony.

Let's see. | think we have tine for
maybe one nore witness.

What do you think, M. Savage?

MR. SAVAGE: Sounds good to ne.

THE HEARI NG OFFI CER: Are we calling
M. Barnes?

MR. SAVAGE: Okay. Let's do the
reservoir engineer, M. Barnes, just because, you
know, since we have a short tinme. | nean, the
reservoir engineer is very substantive.

THE HEARI NG OFFI CER:  Sure.

VWHEREUPON,

KEEVI N BARNES,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:

THE HEARI NG OFFI CER: M. Barnes, would
you turn -- oh. You have it on already. Good. |
rem nd you you're under oath, and |I know that you've
been recogni zed as an expert in reservoir engineering
by this Division, so —-

THE W TNESS: Yes.

THE HEARI NG OFFI CER: Pl ease proceed,
M . Savage.
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MR. SAVAGE: Okay.
DI RECT EXAM NATI ON
BY MR SAVAGE:
Q M . Barnes, can you state your full name for
the record?
A It's Keevin Barnes.
Q Okay. And are you famliar with the subject
| and and the wells in these cases?
A I am
Q And have you prepared or prepared under your
supervi sion and reviewed the exhibits you submtted in
t hese proceedi ngs, including your self-affirned

st at enent ?

A I have.

Q And what is your position wth WX/ Devon?
A ' ma reservoir engineer.

Q And how | ong have you held that position?
A Wth WPX/ Devon, for ten years.

Q And did you need to nake any clarifications

or corrections in your --

A | do have one clarification on nmy first
exhi bit.
Q Let me --
A It kind of expands on what | and tal ked about

as far as the AFE costs.
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Q Ckay. So this is your statenment as Exhibit
C. Are you referring to C1?

A Yes.

Q Ckay.

A Yes. That's it. Al right. So I -- |
referenced there a -- a conpletion size range of 2,000
to 3,000 pounds per foot. The econom cs bel ow t hat
utilize the AFE that was sent out in, | think, the
mddle to | ate Decenber of 2024. And that does kind
of reference the |Iower end of that conpletion size
range, about 2,000 pounds per foot.

After further analysis, the teamis going to
nove forward with the higher conpletion costs -- or
t he hi gher conpletion volune, so twenty-five hundred

pounds per foot is our plan noving forward. Just note

that it will add sonme extra cost to the WPX nunbers
that you see there. It'll be about $400, 000 per well.
It is a-- a mniml change to the rate of return.

It's about a 3 percent — 3 to 4 percent hit on rate of
return, that added capital.

Q Okay. Any other clarifications regarding
the map on this?

A No. Let nme just talk about what this
exhibit is. So this is ny -- ny creation of the

Wol fcanmp XY type curve in the area. Kind of when I'm
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| ooking at building up a type curve, |'m | ooking for
well's that are npst anal ogous to the area that we're
going to be working, so that's what | have here in
my -- ny 12-well set. 3R certainly expanded that
range with that nine section type curve area.

By doing that, you do introduce sone -- sone
ri sks, some uncertainty, especially in the geol ogy
t hat has been stated earlier, especially in sone of
the fluid types that we'll get into and sonme of the
fluid rati os.

So if you look at their full Wl fcanp XY
type curve set, all the wells further to the east do
have | ower water-oil ratios on average, which is why |

think they're at a 6 and we're at an 8 on the

water-oil ratios conparing our type curves. | do want
to state that in the — oh. Yeah. In the wat er - oi
ratio, | do have sone -- sone frac hit wells in there.

You can see the spikes, but you see those spi kes do
return quite quickly down to the normal forecast. And
forecasting secondary phases with ratios is -- is
quite a normal way to forecast.

Q Ckay. Do we nove to C27?

A Yeah. C2 is fairly simlar. |t just deals
with the Wol fcanp B type curve. |[|'ve got the well set
there. | do have the one well that did sneak in
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there. That was that Habanero. That was a -- a mss
on ny part. That is a |low conpletion well. At 2012,
| think it was 750 pounds per foot, certainly not a
well normally included in type curve eval uation.

What | will say is that it's one well out of
20, and renoving that well does not change the type
curve. | think the EUR went up about 3 percent and
the | P about 1 percent, so one well out of 20 doesn't
make that big a deal, and I'll be happy to provide an
updated curve with that well taken out.

Q Did you want to explain significance of the
difference in type set between the two parties; is
t hat sonet hi ng you wanted to --

A Say that again.

Q Did you want to explain -- you nentioned
that there was a different size of type curve set
between -- did you want to explain that?

A Yeah. So this goes back to sone of the
testinony that Joe was giving. The type curve area
here for Wolfcanp B, again, |'ve kind of kept it to
the imedi ate offset area by expanding as 3R did to
t hat nine section. They introduced a new fluid w ndow
up towards that lateral -- up towards the northeast
that's nore of a volatile oil area.

| know they were naking sone statenents
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about using the GOR for the Cletus offset. |If
you're -- if you're including wells in a higher -- or
a volatile oil area, it's going to be better oil
production, so you're probably overstating your oil
production for your type curve. But then you apply a
GOR that is in a -- a nmuch higher GOR that is just
respective of the -- the direct offset, you're going
to be overstating your gas as well.

Q And here is Exhibit C3. Did you have
commentary to help the OCD understand --

A Yeah. So this goes back to the interference
I nteraction between Wl fcanmp XY, Wil fcamp B. |I'm
stating that the Wolfcanp B is a viable target to cone
back to. And using this Pliny the Elder as ny
exanple, the Pliny the El der Wl fcanp XY wells were
drilled in 2019. The Wil fcanp B wells bel ow that were
drilled three years |later, and you can see the effects
there. So | -- | guess the biggest one is the one up
t op.

And |'ve clearly defined when the Wl fcanp

Bs were fracked on these curves while the -- | think
that's the -- the 201 — yes -- the 201 up top. W're
showi ng that rate dropped to zero. Well, that's a
year and a half after the Wl fcanp B was conpl et ed.

That frac hit that caused the well to go
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down to zero is actually an offset Wl fcanmp XY well.

It's called the Sunrise. The one beneath there, it

did take a frac hit but rebounded quite quickly and

was actually producing better than it was before, so |

still say it's viable to conme back at a later date to

drill the Wolfcanp B with existing Wl fcanp XY above.
Q Okay. And that's in response to 3R s

engi neer tal king about the sand --

A Yes.
Q -- damaging that; correct?
A Yes.

Q And you're saying that that is a
m si nterpretation?

A Yeah. If -- if the sand damaged the well,
you woul dn't see that that rebound and better
production afterwards.

Q | believe that's the end of your original
slides.

A It is.

Q We have rebuttal slides that we'd like to go
to. Did you want to make any conment about anyt hi ng
you said in your witten statenent; was there anything
in your witten statenent that you wanted to foll ow up
on? Just --

A | don't think so.
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Q Ckay. So -

A And it's going to be -- it's going to be
further up.

Q Ckay. Can you descri be what your rebuttal

exhi bits are?

A The first one has to do --

Q Let me see here.

A Yeah. Nunber -- slide 6 there. Nope. Next
one. Yep.

Q Okay. |Is that the one, or is it R3?

A Yeah. No. Next —- the previous one.

Q Ckay. So this is WPX Rebuttal Exhibit R2.
Did you prepare this yoursel f?

A | did.

Q And can you explain to the Division what it
rebuts and how it rebuts it?

A So this rebuts 3R Exhibit 58, and
essentially, it's rebutting the classification of our
devel opnent strategy as being unnecessarily
parent-child well -- causing parent-child well issues
and potential harnful frat hits in the future. And |
woul d just relate you back to the slides | was talking
about before where -- where | show Wl fcanp B is not
interacting with Wl fcanmp XY.

We do al so have sone proprietary data up in
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our lateral Wl fcanp B area where we did sone
interference testing that also concluded that there is
no interference between the Wl fcanp XY and the
Wl fcamp B. Certainly would |i ke and woul d be able to
share that with 3R in a nore confidential setting.
Secondly, 3R is showing in these bar charts
that they're going to be recovering quite a bit nore
reserves than WPX. |1'd revert back to kind of what
we' ve been tal ki ng about, thinking that 3R s type
curves are inflated by volunmes shown there in that
dashed area on the first bar, and then addi ng WPX' s
devel opnent of Wbl fcanp XY, B, and then adding in
second Bone Spring potential that we have on-the-dril
schedule entities for, that we would actually be
devel opi ng nore.

Q Okay. Are you finished with that -

A Yes. I'mdone. | believe |I've got one
nor e.

Q Then we have R4 --

A No. |I'mgoing to be RS.

Q Yep. R7.

A No.

Q There we go. |Is that one correct?

A Yes. This is correct.

Q Ckay. So this is WPX Rebuttal Exhibit R7.
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Did you prepare this?

A I did.
Q And can you explain howit rebuts 3R s
evi dence?

A Yes. So this specifically rebuts 3R s 56.
So on the bottomleft, there, |1've got the map that
shows the extent of the Wolfcanp XY — I'msorry. |
got ahead of nyself. So this really kind of rebuts
the claimof 3R optinmal recovery versus WPX dev and
subopti mal recovery.

So pulling all the wells from 3R s extensive
type curve area using the sane filter, so these are
all Wolfcamp XY wells greater than fifteen hundred
pounds per foot that were conpleted after January 1,
2016, so it should be the sane well set. 1|'ve got the
normal i zed rate cune-plot there on the top right.

So the black line will be the average of al
the wells in that area; the blue wells wll be
Devon -- WPX/ Devon operated wells; the red are kind of
the -- the clained non-3R operated wells; and then the
green are going to be the three Rena 7 operated wells.

And just visually, you can see an
out performance on the WPX/ Devon side, and it's
sunmari zed in that table below at average 560 MBO on a

two-m |l e basis versus 405. So it's a bit of a
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di si ngenuous claimthat they are outperform ng.

Q So who's outperform ng who in this graph?

A WPX i s outperform ng 3R across the type
curvi ng.

Q WPX being the blue Iine, which is higher?

A Correct.

Q And then the green line being the current
operated wells of 3R?

A The Rena 7. Yes.

Q And then the ones bel ow that, red, what did

t hose represent?

A Those were the other wells that were
drilled, Chisholm Ridge Runner |, those clained
wel | s.

Q Okay. Any other comment or descriptions

about this exhibit that would help the Division to

under st and?

A No —
Q Okay. And does that -- that concl udes
your --
MR. SAVAGE: AlIl right. That concl udes
my direct.

THE HEARI NG OFFI CER: Thank you.
M. Parrot?

MR. PARROT: Thank you very nuch.
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We' Il just need one mnute to switch over screen
share. Start with page 77. Okay. |If we could nmake
just kind of a housekeepi ng request.

THE HEARI NG OFFI CER:  Yes.

MR. PARROT: It |ooks like page 77 is a
cover page for M. Melland. I'mnot sure if |I'm
pronouncing that correctly. And then the inmredi ate
page after that is the affidavit of M. Barnes.

THE HEARI NG OFFI CER:  Ckay.

MR. PARROT: And if we could just make
a request. Page 87, it says tab 4, and that's a cover
page for M. Barnes. |t |looks |ike they should just
be swapped.

THE HEARI NG OFFI CER: M. Savage?

MR. SAVAGE: Yeah. We'Ill take care of
t hat .

THE HEARI NG OFFI CER: Ckay. (ood.
Thank you.

MR. PARROT: Thank you. Okay. So
|l et's go ahead and just go past the cover page to page
78, and this is the self-affirmed statenent of
M . Barnes.

CROSS- EXAM NATI ON
BY MR PARROT:

Q M . Barnes, thank you very nuch for your --
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A Sure.
Q -- time this afternoon. |It's getting |ate,
so we'll try to get through this quickly. Can you

just tell nme what your responsibilities are at WPX?

A Sure. Typical reservoir engineering work
that | do. | do a |ot of forecasting, a |ot of
acquisitions and investitures as well, trades, do a

| ot of RTA anal ysis.

Q Sorry. Can you explain that?

A Rate transient analysis. You kind of
measure —-

Q That's fine.

A Yeah.

Q | just wanted you to unpack that acronym for

us. Thank you.

A Yeah.
Q Are you involved with the team that plans
when you're going to drill which wells?

A Correct.

Q And are you involved in the teamthat plans
the spacing of wells within the unit, where you're
going to drill your wells within which unit?

A Yes.

Q Okay. Where are you going to put the

northern-nost well that is in your devel opnent plan in
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the north half north half of sections 32; how far from
the northern boundary are you going to put that well?
A | don't believe |I know the answer to that
question. | think that's nore a | and questi on.
Q Ckay. We heard from your geol ogi st that
t hat was a question for the reservoir engineer. Wuld
it be fair to turn to your geology exhibits and show
t he gun barrel cross-section?
A | — | don't know if he was tal ki ng about

di stance fromthe | ease line. Maybe distance fromthe

existing Frontier well, if |I'mnot m staken.
Q l'"msorry. | guess we heard from
your -- I'msorry. W didn't hear from your

geol ogist. We heard from your | andman —-

A Yes.

Q -- that the setbacks was -- that would be a
reservoir engi neer question.

A Okay.

Q ' m sorry.

A No probl em

Q So, perhaps, we should turn to your |and
slides. Wuld it helpif we -

A Sure. 1-- 1 mean, | -- yeah.

Q Okay. All right. Gve ne just a nonent to

find the right page nunber. So | think this is going
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to be page 30 of 131 in the original exhibit packet.
So this would be page 2 of your C-102; correct?

A Yes.

Q And as you stated, you're involved in

pl anni ng wel |l spacing, so you woul d' ve been

In determ ning the proper spacing here on this

exhi bit?
A Yes.
Q Can you tell nme what the offset is between

this well and the northern boundary of sections 32 and

33, approximtely?

A I think it's approxi mtely 330.

Q OCkay. So 330 is a sufficient setback to

protect correlative rights in your opinion?

A Yes.

Q So the drainage radius of one of these wells
that you're going to drill is no nore than
—- sorry -- total drainage dianeter would be a total

of 660 feet; right? No nore than 660 feet.

A | nmean, the idea to get it 330 off the | ease

line is to factor correlative rights on the

Q So a single well won't have a drainage

radi us of nmore than 330 feet?

A It -- it's hard. |t depends on the

conpletion. You have -- that's when you have to do

i nvol ved

| ease.
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your RTA anal ysi s.

Q So you guys mght drill and conplete a wel
that's going to drain further than 330 feet?

A No. That's not the plan.

Q Ckay. So you're going to drill a well, and

330 feet is the maxi num drai nage radi us of that wel

as you plan to drill and conplete it?
A ' m not saying that.
Q Ckay. I'msorry. |'m m sunderstandi ng.

VWhat are you sayi ng?

A ' msaying we're — the -- the pool rules
allow us to put wells 330 feet fromthe |ease |line, so
that's what we're doing to protect our correlative
rights on the acreage.

Q Okay. So you're doing that to protect your
correlative rights?

A Yes.

Q Okay. |Is 330 feet a sufficient offset to
protect the correlative rights of the owners in the
adj acent | ands?

A | nmean, they have every option to put their
well at 330 feet to protect their correlative rights.

Q Do you m nd answering that question that I
asked? Let nme rephrase the question. 1|s 330 feet a

sufficient setback to prevent your well from draining
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across the unit boundary?

A | think that's too tough to answer right
now.

Q I's there sonebody else that m ght --

MR. PARROT: Wuld one of your other
W t nesses be able to answer that question? Maybe |I'm
aski ng the wong w tness.

THE W TNESS: No. It's -- | nmean,
you' ve got to do a specific analysis to know what your
drai nage radius is, and none of that -- we haven't
been able to do -- we have not done any of that
anal ysi s out here.
BY MR, PARROT:

Q Okay. Wuld a drainage radius anal ysis
typically be part of a well spacing planni ng approach?
A It — it can be. Yes. W've typically
| ooked at that but also at what previous operators
have done out here and what kind of the standard is.

Q So given the analysis that you' ve done
today, would it be fair to say that WPX doesn't really
know how far a single well is going to drain as far as
a drai nage radi us?

A At this point, that's probably "yes."

Q So you m ght need nore than four wells, |ess
than four wells. You'll kind of figure that out as
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you go?

A | nmean, we're learning off of other
operators starting at four wells. W' Il evaluate, see
how t hat goes, and down space or up space as needed.

Q Understood. We're going to flip forward to
some of the rebuttal exhibits, so I'll just kind of
get toward that section. Bear with ne for just a
nmonment, pl ease. Let's turn to Exhibit R2. And it's
your testinony that the Wil fcanp XY and B wells woul d
not exhibit a parent-child relationship?

A That's correct.

Q How do you define for your purposes a
parent-child well relationship?

A | would define that as the parent being
drilled first, the child well being drilled second,
and if there is an interference between the two --

Q What do you nean when you say interference;
do you nean frac hits?

A Yes.

Q Okay. Is that all?

A Yes.

Q Okay. Could the XY wells being drilled and
produci ng for a period of years create a reservoir
depl etion effect?

A They can, but | have in ny exanple XY wells
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that were drilled and conpleted three years prior. |
don't think it's going to take that |ong to get back
to the Wl fcanp B.

Q Wul d that create, essentially, a pressure
sink —

A That's —-

Q Essentially, an area of |ow pressure?

A That's typically how you think of it.

Q Ckay. Could a |low pressure sink 6, 700 feet
vertical separation froma |ater conpletion have an
effect on the performance of the |later conpleted
wel | s?

A "Il go back to ny exhibit. |[|'ve got the
exanpl e that shows there was little to no
interference. \When there was interference, it was
actually a bunp in production.

Q Understood. That's one exanple. Could
there be exanples where there actually is an effect?

A Yes. There are sanples, not of B, XY, but
i n other configurations.

Q Ckay. But you didn't present any of those
exanpl es today?

A No. We're just tal king about B and XY.

Q Understood. GCkay. |I'mgoing to nove on to

Exhi bit R8 and ask for just a slight bit of |atitude.
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We talked a little bit about gas-oil ratio. Your
geol ogi st passed the football to you here, or the
bat on.

A Sure.

Q So if you don't mnd, I'll ask you these
guestions. Exhibit R8 is showng a GOR of 15,800 for
the Cletus well. Do you think that's an appropriate
GOR to use to calculate EURs for the subject |ands and
the Wbl fcanp B?

A Yes.

Q And I'Ill just ask you the same question.
Hopefully you renenber it. Do you know what GOR 3R s
EUR cal cul ati ons used?

A If you could go back to that. | don't have
my cal cul at or.

Q Sure. No. That's all right.

A | nmean, | know it's gas divided by oil. If
that's the -- the fifteen-eighth, then yes.

Q Okay.

A O what ever you --

Q Al right. So -

A 6, 881 divided by 439.

Q By ny cal culator, that cones to 15,674 and

A Ckay.
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Does that sound --
Yes.

-- reasonable to you?

> O » O

Yes.
Q Ckay. So it actually appears that 3R and
WPX are largely in agreenent on what GOR to use to
calculate EURs in the Wl fcanmp B?
A GOR, yes.
Q Ckay. | apologize for all the acronyns.
Thank you for follow ng ny question.
MR. PARROT: No nore questions. Thank
you.
THE HEARI NG OFFI CER: M. Fordyce?
TECHNI CAL EXAM NER FORDYCE: | don't
have any questions for this w tness.
THE HEARI NG OFFI CER:  Ckay.
M. Savage, do you have any redirect?
Okay.
REDI RECT EXAM NATI ON
BY MR SAVAGE:
Q So, M. Barnes, do you recall 3R s geol ogi st
saying that these are conpletely separate zones?
A Yes.
Q And in fact, he even acknow edged that they

were separate sources of supply?
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A Yes.

Q Wth that information, can you explain a
little bit nore about why in this area the B and the
XY would not interfere?

A I nmean, | think there's sufficient footage
separation between the two, and with that Wl fcamp A
in between, a little bit higher clay content, | think
you're not going to see the interference, and it's
shown in our proprietary interference data and in the
exanple | gave with the Pliny the Elder.

Q And then would you define how you view
parent-child situations; do you view them as being
wthin the sane zone or separate zones, or can you

expl ain how the chil d-parent situation plays out?

A Yeah. That -- that's a good point.
Parent-child, the way we -- think of it, you have your
parent well. The child well is actually drilled

within the sane bench. That would be considered the
child well.

Q Okay. And then going back to the -- within
t he Purple Sage Wl fcanp, you heard the testinony
about the conplex geology in this area, and you heard
the testinony about how the Division accounted for the
conpl ex geol ogy by nodi fying the setbacks in this

area?
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A Yes.

Q So when you worked with your teamto space

t hese, you abided by the authorized setback?

A Absol utely.

Q Okay. So if there is drainage of that well,

would it be fair to say that that's authorized

dr ai nage?

have.

A | think that's fair to say.
MR. SAVAGE: That's all the questions |

THE HEARI NG OFFI CER: Ckay. Any

redi rect on those, cross?

VR. PARROT: No, M. Exam ner.
THE HEARI NG OFFI CER: Okay. May this

W t ness be excused?

MR. PARROT: | apologize -- to that,

M. Exam ner.

wi | |

THE HEARI NG OFFI CER:  Ckay.
You may be excused. Thank you, sir.
Okay. Let's see. It is 3:55 p.m W

cone back on the record -- | think for the court

reporter, it's best to start at nine o'clock; right?

Yes.

Because you have to get up here -- right.

Okay. So we'll start at 9:00 a.m

t onorr ow nor ni ng.
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Now, your w tnesses, M. Parrot and
M. Suazo, they cone from el sewhere; don't they?
VWhere do they conme fronf

MR. SUAZO | think Houston, nostly.

THE HEARI NG OFFI CER: Houston. Do you
see any reason to have them-- | nean, because they
can appear virtually -- if they want to go hone, they
can appear virtually tonorrow. They've been here. |
don't know why we would need them tonorrow, but you
never know. For a rebuttal case or sonething that
cones up that you can't anticipate, | would entertain
additional testinony, but what do you want to do?

MR. SUAZO: Can we confer with them

briefly?

THE HEARI NG OFFI CER:  Yes.

MR. SUAZO.  Ckay.

THE HEARI NG OFFI CER: O course. o
ahead.

And, M. Savage, the sanme thing for the
w t nesses who have already testified. | think they
cone from-- don't they?

MR. SAVAGE: They conme from Gkl ahoma
City, and all the ones who appeared have testified,

SO --

THE HEARI NG OFFI CER: Yeah. All the
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| n-person peopl e.

MR.

SAVAGE: So we just have the

virtual folks left, so that would -- they have to

catch a flight.

THE HEARI NG OFFI CER: Perfect. Back to

Okl ahoma City?
MR.

SAVAGE: Back to Okl ahoma City.

THE HEARI NG OFFI CER: We don't have a

direct flight there; do we?

VR.
right?

UNI
flight's at 6: 06,

SAVAGE: -- you flew into Santa Fe;

DENTI FI ED SPEAKER: Yeah. CQur

so that's —-

THE HEARI NG OFFI CER:  Through sonewhere

el se; right?

UNI

DENTI FI ED SPEAKER: No. [It's here.

THE HEARI NG OFFI CER:  No. But | nean,

It goes el sewhere;

doesn't it? That's what |

mean -- okay. Good. Oklahoma City.

VR.

SUAZO. W agreed that there's no

need for themto be here in person tonorrow, Sso

they'Il join renotely.

THE HEARI NG OFFI CER: Perfect.

Excel | ent . Wel |,
MR.

t hank you everyone for --

SUAZO  Sorry. |'mconfused. They
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will be here in person. They noved their flight back
alittle bit, whether they' re needed or not, just to
gi ve us sone feedback on the proceedi ngs tonorrow.

THE HEARI NG OFFI CER: Fine. Okay.
Good. Then we'll see you tonorrow, then.

s there anything before we go off the
record today fromeither party?

No, M. Savage?

Okay. We've talked a little bit about
post - hearing subm ssions. W can talk a little bit
nore about that tonorrow at the conclusion of the
evidentiary part of this hearing.

M. Fordyce, anything further before we
concl ude?

TECHNI CAL EXAM NER FORDYCE: No,

M. Hearing Exam ner.

Al right. 1'll probably give you a
call fromny office, M. Fordyce, through Teans.

TECHNI CAL EXAM NER FORDYCE: Ckay.

THE HEARI NG OFFICER: All right. Thank
you.

Al right. Thank you. W're off the
record.

(Wher eupon, at 3:58 p.m, the

proceedi ng was concl uded.)
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19
20
21
22
23
24
25

CERTI FI CATE

I, JAMES COGSWELL, the officer before whom
the foregoi ng proceedi ngs were taken, do hereby
certify that any witness(es) in the foregoing
proceedi ngs, prior to testifying, were duly sworn;
t hat the proceedi ngs were recorded by ne and
thereafter reduced to typewiting by a qualified
transcriptionist; that said digital audio recording of
said proceedings are a true and accurate record to the
best of ny know edge, skills, and ability; that | am
neither counsel for, related to, nor enployed by any
of the parties to the action in which this was taken;
and, further, that | amnot a relative or enployee of

any counsel or attorney enployed by the parties

hereto, nor financially or otherwise interested in the
outconme of this action. May 6, 2025

/7

JAMVES COGSVELL
Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

I, JENNI FER ZAVATTARO, do hereby certify
that this transcript was prepared fromthe digital
audi o recording of the foregoing proceeding, that said
transcript is a true and accurate record of the
proceedi ngs to the best of ny know edge, skills, and
ability; that I amneither counsel for, related to,
nor enpl oyed by any of the parties to the action in
whi ch this was taken; and, further, that I amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwi se interested in the outcome of this action.

May 6, 2025

JENNI FER ZAVATTARO
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