Edgar Filing: WPX ENERGY, INC. - Form 10-Q

WPX ENERGY, INC.
Form 10-Q

November 01, 2012
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

(Mark One)

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended September 30, 2012

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission file number 1-35322

WPX Energy, Inc.

(Exact Name of Registrant as Specified in Its Charter)

Table of Contents



Edgar Filing: WPX ENERGY, INC. - Form 10-Q

Delaware 45-1836028
(State or Other Jurisdiction of (IRS Employer
Incorporation or Organization) Identification No.)

One Williams Center,
Tulsa, Oklahoma 74172-0172
(Address of Principal Executive Offices) (Zip Code)
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Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
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to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
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Certain matters contained in this report include forward-looking statements that are subject to a number of risks and uncertainties, many of
which are beyond our control. These forward-looking statements relate to anticipated financial performance, management s plans and objectives
for future operations, business prospects, outcome of regulatory proceedings, market conditions and other matters.

All statements, other than statements of historical facts, included in this report that address activities, events or developments that we expect,

believe or anticipate will exist or may occur in the future, are forward-looking statements. Forward-looking statements can be identified by

various forms of words such as anticipates, believes, seeks, could, may, should, continues, estimates, expects, forecasts, inte
objectives, targets, planned, potential, projects, scheduled, will or other similar expressions. These forward-looking statements are bas

management s beliefs and assumptions and on information currently available to management and include, among others, statements regarding:

Amounts and nature of future capital expenditures;

Expansion and growth of our business and operations;

Financial condition and liquidity;

Business strategy;

Estimates of proved gas and oil reserves;

Reserve potential;
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Development drilling potential;

Cash flow from operations or results of operations;

Seasonality of our business; and

Natural gas, natural gas liquids ( NGLs ) and crude oil prices and demand.
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Forward-looking statements are based on numerous assumptions, uncertainties and risks that could cause future events or results to be materially
different from those stated or implied in this report. Many of the factors that will determine these results are beyond our ability to control or
predict. Specific factors that could cause actual results to differ from results contemplated by the forward-looking statements include, among
others, the following:

Availability of supplies (including the uncertainties inherent in assessing, estimating, acquiring and developing future natural gas and
oil reserves), market demand, volatility of prices and the availability and cost of capital;

Inflation, interest rates, fluctuation in foreign exchange and general economic conditions (including future disruptions and volatility
in the global credit markets and the impact of these events on our customers and suppliers);

The strength and financial resources of our competitors;

Development of alternative energy sources;

The impact of operational and development hazards;

Costs of, changes in, or the results of laws, government regulations (including climate change regulation and/or potential additional
regulation of drilling and completion of wells), environmental liabilities, litigation and rate proceedings;

Changes in maintenance and construction costs;

Changes in the current geopolitical situation;

Our exposure to the credit risk of our customers;

Risks related to strategy and financing, including restrictions stemming from our debt agreements, future changes in our credit
ratings and the availability and cost of credit;

Risks associated with future weather conditions;

Acts of terrorism; and

Additional risks described in our filings with the Securities and Exchange Commission ( SEC ).
All forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety by the cautionary
statements set forth above. Given the uncertainties and risk factors that could cause our actual results to differ materially from those contained in
any forward-looking statement, we caution investors not to unduly rely on our forward-looking statements. Forward-looking statements speak
only as of the date they are made. We disclaim any obligation to and do not intend to update the above list or to announce publicly the result of
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any revisions to any of the forward-looking statements to reflect future events or developments, except to the extent required by applicable laws.
If we update one or more forward-looking statements, no inference should be drawn that we will make additional updates with respect to those
or other forward-looking statements.

In addition to causing our actual results to differ, the factors listed above and referred to below may cause our intentions to change from those
statements of intention set forth in this report. Such changes in our intentions may also cause our results to differ. We may change our intentions,
at any time and without notice, based upon changes in such factors, our assumptions or otherwise.

Because forward-looking statements involve risks and uncertainties, we caution that there are important factors, in addition to those listed above,
that may cause actual results to differ materially from those contained in the forward-looking statements. For a detailed discussion of those
factors, see Part I, Item 1A. Risk Factors in our Annual Report on Form 10-K, as amended, for the year ended December 31, 2011, and Part II,
Item 1A. Risk Factors of this Form 10-Q.
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Consolidated Balance Sheet

(Unaudited)
September 30, 2012 December 31, 2011
(Dollars in millions, except per-share
amounts)
Assets
Current assets:
Cash and cash equivalents $ 240 $ 526
Accounts receivable, net of allowance of $10 at September 30, 2012 and $13 at
December 31, 2011 385 509
Derivative assets 159 506
Inventories 71 73
Other 32 60
Total current assets 887 1,674
Investments 143 125
Properties and equipment (successful efforts method of accounting) 13,170 12,199
Less accumulated depreciation, depletion and amortization 4,757) (3,977)
Properties and equipment, net 8,413 8,222
Derivative assets 9 10
Other noncurrent assets 131 401
Total assets $ 9,583 $ 10,432
Liabilities and Equity
Current liabilities:
Accounts payable $ 441 $ 702
Accrued and other current liabilities 170 186
Deferred income taxes 28 116
Derivative liabilities 42 152
Total current liabilities 681 1,156
Deferred income taxes 1,459 1,556
Long-term debt 1,509 1,503
Derivative liabilities 1 7
Asset retirement obligations 311 283
Other noncurrent liabilities 126 168
Contingent liabilities and commitments (Note 8)
Equity:
Stockholders equity:
Preferred stock (100 million shares authorized at $0.01 par value; no shares issued)
Common stock (2 billion shares authorized at $0.01 par value; 199.1 million shares
issued at September 30, 2012 and 197.1 million shares issued at December 31, 2011) 2 2
Additional paid-in-capital 5,465 5,457
Accumulated deficit (117)
Accumulated other comprehensive income 55 219
Total stockholders equity 5,405 5,678
Noncontrolling interests in consolidated subsidiaries 91 81
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Total equity 5,496 5,759
Total liabilities and equity $ 9,583 $ 10,432

See accompanying notes.
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Consolidated Statement of Operations

(Unaudited)

Revenues:

Product revenues:
Natural gas sales
Natural gas liquid sales
Oil and condensate sales

Total product revenues

Gas management

Net gain (loss) on derivatives not designated as hedges (Note 10)
Other

Total revenues

Costs and expenses:

Lease and facility operating

Gathering, processing and transportation

Taxes other than income

Gas management, including charges for unutilized pipeline capacity
Exploration

Depreciation, depletion and amortization

Impairment of costs of acquired unproved reserves (Note 4)
General and administrative

Other net

Total costs and expenses
Operating income (loss)
Interest expense

Interest capitalized
Investment income and other

Income (loss) from continuing operations before income taxes
Provision (benefit) for income taxes

Income (loss) from continuing operations
Income (loss) from discontinued operations

Net income (loss)
Less: Net income attributable to noncontrolling interests

Net income (loss) attributable to WPX Energy

Amounts attributable to WPX Energy, Inc.:
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Three months
ended September 30,

2012

2011

Nine months
ended September 30,

2012

2011

(Millions, except per-share amounts)

$ 331

65
118

514

186

(22)
M

677
68
124
23
200
22
243

67

752

(75)
(25)

Oon
(28)

(63)

(61)

$ (64

$ 440
110
84

634
347
12
2

995

70
130
32
359
74
239

70
ey

973

22

29
10

19
3)

$ 14

$ 1,000
236
346

1,582
710
63

7

2,362

202
379

78
749

60
719
117
206

2,518

(156)
an
7
25

(201)
(71)

(130)
23

(107)
10

$ (117)

$ 1,271
302
219

1,792
1,092
20

8

2912

194
363
105
1,120
100
670

200

2,756

156
o7

19

86
30

56
13)

43

$ 36
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Basic and diluted earnings (loss) per common share (Note 3):
Income (loss) from continuing operations
Income (loss) from discontinued operations

Net income (loss)

Weighted-average shares
See accompanying notes.
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$ (0.33)
0.01

$ (0.32)

199.1

$ 0.09
(0.02)

$ 0.07

197.1

$ (0.70)
0.11

$ (0.59)

198.7

$ 025
(0.07)

$ 0.18

197.1
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Consolidated Statement of Comprehensive Income (Loss)

(Unaudited)
Three months Nine months
ended ended
September 30, September 30,
2012 2011 2012 2011
(Millions)

Net income (loss) attributable to WPX Energy $ (64) $ 14 $(117) $ 36
Other comprehensive income (loss):
Change in fair value of cash flow hedges, net of tax $ (12) $133 $ 56 $ 169
Net reclassifications into earnings of net cash flow hedge gains, net of tax (69) (48) (220) (137)
Other comprehensive income (loss), net of tax (81) 85 (164) 32
Comprehensive income (loss) attributable to WPX Energy $ (145) $ 99 $ (281) $ 68

See accompanying notes.
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Consolidated Statement of Changes in Equity

(Unaudited)

WPX Energy, Inc., Stockholders

Accumulated
Additional Other Total
Common  Paid-In- Accumulated  Comprehensive  Stockholders
Stock Capital Deficit Income Equity
(Millions)
Balance at December 31, 2011 $2 $ 5,457 $ $ 219 $ 5,678
Comprehensive income (loss):
Net income (loss) (117) (117)
Other comprehensive loss (164) (164)
Comprehensive loss
Stock based compensation 8 8
Balance at September 30, 2012 $2 $ 5,465 $ 317 $ 55 $ 5,405

(a) Represents the 31 percent interest in Apco Oil and Gas International Inc. owned by others.
See accompanying notes.
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Noncontrolling

Interests

Consolidated
Subsidiaries(a)

$

in

81

10

91

Total
Equity

$5,759
(107)
(164)

@271)

$ 5,496
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Consolidated Statement of Cash Flows

(Unaudited)
Nine months ended September 30,
2012 2011
(Millions)

Operating Activities
Net income (loss) $ @107 $ 43
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation, depletion and amortization 727 704
Deferred income tax benefit (90) (6)
Provision for impairment of properties and equipment (including certain exploration expenses) 160 120
Amortization of stock-based awards 22
(Gain) loss on sale of assets 42)
Cash provided (used) by operating assets and liabilities:
Accounts receivable 128 39)
Inventories 2 (®)
Margin deposits and customer margin deposit payable 5) (25)
Other current assets 9 (10)
Accounts payable (142) 78
Accrued and other current liabilities (20) 31
Changes in current and noncurrent derivative assets and liabilities (28) 7
Other, including changes in other noncurrent assets and liabilities 25) (10)
Net cash provided by operating activities 589 888
Investing Activities
Capital expenditures (a) (1,165) (1,088)
Proceeds from sale of assets 310 17
Purchases of investments 2) 8)
Other 3 23
Net cash used in investing activities (854) (1,056)
Financing Activities
Proceeds from common stock 2
Proceeds from long-term debt 6
Net increase in notes payable to Williams 159
Net changes in Williams net investment 33
Revolving debt facility costs 8)
Other 29) 3)
Net cash provided by (used in) financing activities 21 181
Net increase (decrease) in cash and cash equivalents (286) 13
Cash and cash equivalents at beginning of period 526 37
Cash and cash equivalents at end of period $ 240 $ 50
(a) Increase to properties and equipment $ (1,073) $ (1,095)
Changes in related accounts payable 92) 7
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See accompanying notes.

$ (1,165)

$ (1,088)
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Notes to Consolidated Financial Statements
Note 1. General, Description of Business and Basis of Presentation
General

The accompanying interim consolidated financial statements do not include all the notes included in our annual financial statements and,
therefore, should be read in conjunction with the consolidated financial statements and notes thereto in Exhibit 99.1 of our Form 8-K dated

May 15, 2012. The accompanying interim consolidated financial statements include all normal recurring adjustments that, in the opinion of
management, are necessary to present fairly our financial position at September 30, 2012, results of operations for the three and nine months
ended September 30, 2012 and 2011, changes in equity for the nine months ended September 30, 2012 and cash flows for the nine months ended
September 30, 2012 and 2011.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to
make estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. Actual
results could differ from those estimates.

Description of Business

Operations of our company are located in the United States and South America and are organized into domestic and international reportable
segments.

Domestic includes natural gas, natural gas liquids and oil development and production and gas management activities located in Colorado, New
Mexico, North Dakota (Bakken Shale), Pennsylvania (Marcellus Shale) and Wyoming in the United States. We specialize in development and
production from tight-sands and shale formations and coal bed methane reserves in the Piceance, San Juan, Powder River, Williston (Bakken
Shale), Green River and Appalachian (Marcellus Shale) Basins. Associated with our commodity production are sales and marketing activities
that include the management of various commodity contracts such as transportation, storage and related derivatives coupled with the sale of our
commodity volumes.

International primarily consists of our ownership in Apco Oil and Gas International Inc. ( Apco , NASDAQ listed: APAGF), an oil and gas
exploration and production company with concessions in Argentina and Colombia.

The consolidated businesses represented herein as WPX Energy, Inc., also referred to herein as WPX orthe Company , previously comprised
substantially all of the exploration and production reportable segment of The Williams Companies, Inc. In these notes, WPX Energy, Inc. is at

times referred to in the first personas WPX , we , us or our .The Williams Companies, Inc. and its affiliates, including Williams Partners L.P.
( WPZ ) are at times referred to collectively as  Williams .

Separation from Williams

On February 16, 2011, Williams announced that its board of directors had approved pursuing a plan to separate Williams businesses into two
stand-alone, publicly traded companies. As a result, WPX Energy, Inc. was formed to effect the separation. On November 30, 2011, the Board of
Directors of Williams approved the spin-off of the Company. The spin-off was completed by way of a distribution on December 31, 2011.

Basis of Presentation

These financial statements are prepared on a consolidated basis. Prior to the separation from Williams, the financial statements were derived
from the financial statements and accounting records of Williams using the historical results of operations and historical basis of the assets and
liabilities of the entities contributed to us.
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Notes to Consolidated Financial Statements (Continued)

Discontinued operations

During the second quarter of 2012, we completed the sale of our holdings in the Barnett Shale and the Arkoma Basin. Beginning in the first
quarter of 2012, we reported the results of operations and financial position of the Barnett Shale operations as discontinued operations for all
periods presented. The results of operations and financial position of the Arkoma operations were already reported as discontinued operations
beginning in 2011 as we initiated a formal process to pursue the divestiture of those operations in the first quarter of 2011 (See Note 2).

Unless indicated otherwise, the information in the Notes to Consolidated Financial Statements relates to continuing operations.
Note 2. Discontinued Operations
Summarized Results of Discontinued Operations

During the first quarter of 2012, our management signed an agreement to divest its holdings in the Barnett Shale and the Arkoma Basin for $306
million, subject to closing adjustments. The buyer provided $31 million in cash as a deposit at the signing of the agreement. During the second
quarter of 2012, the transaction closed and we received an additional $270 million before closing and transaction costs. Activity in the third
quarter of 2012 represents estimates associated with the post closing settlement expected in the fourth quarter of 2012. The Barnett Shale
properties included approximately 27,000 net acres, interests in 320 wells and 91 miles of pipeline. The Arkoma properties included
approximately 66,000 net acres, interests in 525 wells and 115 miles of pipeline.

Three months Nine months

ended ended
September 30, September 30,
2012 2011 2012 2011
(Millions)

Revenues $(D) $ 30 $25 $093
Income (loss) from discontinued operations before impairments, gain on sale and
income taxes $(1) $ $ 2 $ B
Impairments (®)) (16)
Gain on sale 4 39
(Provision) benefit for income taxes €)) 2 (14) 8
Income (loss) from discontinued operations $2 $ 3 $23 $13)

Impairments in 2011 reflect write-downs to estimates of fair value less costs to sell the assets of the Arkoma Basin operations that were
classified as held for sale as of September 30, 2011. This nonrecurring fair value measurement, which falls within Level 3 of the fair value
hierarchy, utilized a probability-weighted discounted cash flow analysis that was based on internal cash flow models.

10
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Notes to Consolidated Financial Statements (Continued)

Note 3. Earnings (Loss) Per Common Share from Continuing Operations

Three months Nine months
ended ended
September 30, September 30,
2012 2011 2012 2011

(Millions, except per-share amounts)
Income (loss) from continuing operations attributable to WPX Energy, Inc.
available to common stockholders for basic and diluted earnings (loss) per

common share $ (66) $ 17 $ (140) $ 49
Basic weighted-average shares 199.1 197.1 198.7 197.1
Diluted weighted-average shares 199.1 197.1 198.7 197.1

Earnings (loss) per common share from continuing operations:
Basic $ (0.33) $ 0.09 $ (0.70) $ 025

Diluted $ (0.33) $ 0.09 $ (0.70) $ 025

On December 31, 2011, 197.1 million shares of our common stock were distributed to Williams shareholders in conjunction with our spin-off.
For comparative purposes, and to provide a more meaningful calculation for weighted average shares, we have assumed this amount of common
stock to be outstanding as of the beginning of each period presented for 2011 in the calculation of basic and diluted weighted average shares.

For the three and nine months ended September 30, 2012, 1.7 million and 1.9 million, respectively, weighted-average nonvested restricted stock
units and 0.9 million and 1.1 million, respectively, weighted-average stock options have been excluded from the computation of diluted earnings
per common share as their inclusion would be antidilutive due to our loss from continuing operations attributable to WPX Energy, Inc.

The table below includes information related to stock options that were outstanding at September 30, 2012 but have been excluded from the
computation of weighted-average stock options due to the option exercise price exceeding the third quarter weighted-average market price of our
common shares.

September 30, 2012

Options excluded (millions) 1.8
Weighted-average exercise price of options excluded $ 17.50
Exercise price range of options excluded $ 15.67 - $20.97
Third quarter weighted-average market price $ 15.56

Note 4. Impairments and Exploration Expenses

Impairment of cost of acquired unproved reserves

As a result of declines in forward natural gas prices during the first half of 2012 as compared to forward natural gas prices as of December 31,
2011, we performed impairment assessments of our capitalized cost of acquired unproved reserves during first and second quarter 2012.

Accordingly, we recorded $52 million and $65 million in impairments of capitalized costs of acquired unproved reserves primarily in the
Powder River Basin in the first and second quarters, respectively. Our impairment analyses included an assessment of discounted future cash
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flows, which considered information obtained from drilling, other activities and natural gas reserve quantities (See Note 9).

11
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Notes to Consolidated Financial Statements (Continued)

Exploration Expenses

Three months Nine months

ended ended
September 30, September 30,
2012 2011 2012 2011
(Millions)

Geologic and geophysical costs $5 $ 1 $17 $ 4
Dry hole costs 2 11 3 13
Unproved leasehold property impairment, amortization and expiration 15 62 40 83
Total exploration expense $22 $ 74 $60 $100

Dry hole costs in 2011 reflect an $11 million dry hole expense in connection with a Marcellus Shale well in Columbia County, Pennsylvania.

Unproved leasehold impairment, amortization and expiration in 2011 includes a $50 million write-off of leasehold costs associated with certain
portions of our Columbia County, Pennsylvania acreage that we did not plan to develop.

Note 5. Inventories

September 30, December 31,
2012 2011
(Millions)
Natural gas in underground storage $24 $ 34
Material, supplies and other 47 39
$71 $ 73

During the first quarter of 2012, we recognized a lower of cost or market adjustment to natural gas in underground storage of approximately $11
million. This adjustment is reflected in gas management expense on the Consolidated Statement of Operations for the nine months ended
September 30, 2012.

Note 6. Debt and Banking Arrangements

In November 2011, we issued $1.5 billion in face value Senior Notes. The Notes were issued under an indenture between us and The Bank of
New York Mellon Trust Company, N.A., as trustee. The net proceeds from the offering of the Notes were approximately $1.481 billion after
deducting the initial purchasers discounts and our offering expenses. We retained $500 million of the net proceeds from the issuance of the
Notes and distributed the remainder of the net proceeds from the issuance of the Notes, approximately $981 million, to Williams.

In June 2012, we completed an exchange offer whereby we exchanged our privately-placed Notes for like principal amounts of registered
5.250% Senior Notes due 2017 and 6.000% Senior Notes due 2022. The exchange offer fulfilled our obligations under the registration rights
agreement that we entered into as part of the November 2011 issuance.

During 2011, we entered into a new $1.5 billion five-year senior unsecured revolving credit facility agreement (the Credit Facility Agreement ).
Under the terms of the Credit Facility Agreement and subject to certain requirements, we may request an increase in the commitments of up to

Table of Contents 20



Edgar Filing: WPX ENERGY, INC. - Form 10-Q

an additional $300 million by either commitments from new lenders or increased commitments from existing lenders. At September 30, 2012,
there were no amounts outstanding under the Credit Facility Agreement.

12
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Notes to Consolidated Financial Statements (Continued)

Letters of Credit

In addition to the Notes and Credit Facility Agreement, WPX has entered into three bilateral, uncommitted letter of credit ( LC ) agreements.
These LC agreements provide WPX the ability to meet various contractual requirements and incorporate terms similar to those found in the
Credit Facility Agreement. At September 30, 2012, a total of $259 million in letters of credit have been issued.

Other

Apco has a loan agreement with a financial institution for a $10 million bank line of credit. The funds could be borrowed during a one year
period which ended March 2012. As of September 30, 2012, Apco has $8 million outstanding under this banking agreement. Principal amounts
will be repaid in installments through 2016. This debt agreement contains covenants that restrict or limit, among other things, our ability to
create liens supporting indebtedness, purchase or sell assets outside the ordinary course of business and incur additional debt.

Note 7. Provision (Benefit) for Income Taxes

The provision (benefit) for income taxes from continuing operations includes:

Three months Nine months
ended ended
September 30, September 30,
2012 2011 2012 2011
(Millions)
Current:
Federal $ 3 $(10) $ 22 $ 21
State @)) 2
Foreign 4 3 12 8
7 ) 34 31
Deferred:
Federal 30) 17 (96)
State (5) 1 ) €Y)
Foreign
35) 18 (105) (€)]
Total provision (benefit) $(28) $ 10 $ (71 $ 30

The effective income tax rate of the total benefit for the three months ended September 30, 2012, is less than the federal statutory rate due
primarily to taxes on foreign operations and a reduction of the minimum tax credit that was allocated to us by Williams as part of the spin-off,
partially offset by state income taxes.

The effective income tax rate of the total provision for the three months ended September 30, 2011, is greater than the federal statutory rate due
primarily to taxes on foreign operations, partially offset by state income taxes.

The effective income tax rate of the total benefit for the nine months ended September 30, 2012, approximates the federal statutory rate due
primarily to state income taxes offset by taxes on foreign operations and a reduction of the minimum tax credit that was allocated to us by
Williams as part of the spin-off.
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The effective income tax rate of the total provision for the nine months ended September 30, 2011, approximates the federal statutory rate due
primarily to state income taxes, partially offset by taxes on foreign operations.

As of September 30, 2012, the amount of unrecognized tax benefits is insignificant. During the next 12 months, we do not expect ultimate
resolution of any uncertain tax position associated with a domestic or international matter will result in a significant increase or decrease of our
unrecognized tax benefit.

13
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Notes to Consolidated Financial Statements (Continued)

Note 8. Contingent Liabilities
Royalty litigation

In September 2006, royalty interest owners in Garfield County, Colorado, filed a class action suit in District Court, Garfield County, Colorado,
alleging we improperly calculated oil and gas royalty payments, failed to account for proceeds received from the sale of natural gas and
extracted products, improperly charged certain expenses and failed to refund amounts withheld in excess of ad valorem tax obligations. Plaintiffs
sought to certify a class of royalty interest owners, recover underpayment of royalties and obtain corrected payments resulting from calculation
errors. We entered into a final, partial settlement agreement. The partial settlement agreement defined the class for certification, resolved claims
relating to past calculation of royalty and overriding royalty payments, established certain rules to govern future royalty and overriding royalty
payments, resolved claims related to past withholding for ad valorem tax payments, established a procedure for refu