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David Catanach 
O i l Conservation D i v i s i o n 
1220 South St. Francis Drive 
Santa Fe, New Mexico 87505 

Re: Case 13357/Matrix 

Dear Mr. Catanach: 

You asked me t o set f o r t h i n w r i t i n g the p o s i t i o n of my c l i e n t s : 
Their p o s i t i o n i s as f o l l o w s : 

1. My c l i e n t s request t h a t the D i v i s i o n f i n d t h a t the 
Assignment of O i l , Gas and Mineral Lease from Cogent 
E x p l o r a t i o n et a l . t o Sunlight E x p l o r a t i o n , dated A p r i l 
6, 2003, recorded at Book 1325, page 492 (the 
"Assignment, " submitted as p a r t of a p p l i c a n t ' s E x h i b i t 3) 
was a commercially reasonable, arm's l e n g t h t r a n s a c t i o n . 
Mr. B r y l a , on behalf of a p p l i c a n t , t e s t i f i e d t h a t the 
foregoing assignment was a good f a i t h t r a n s a c t i o n . 1 The 
Assignment reserved t o assignors ( i ) an o v e r r i d i n g 
r o y a l t y , and ( i i ) a 25% back-in working i n t e r e s t . 

2. As a r e s u l t of the foregoing, my c l i e n t s request t h a t the 
back-in working i n t e r e s t provided f o r i n the assignment 
not be subject t o any non-consent penalty. Mr. Bryla 
s t a t e d t h a t M a t r i x would be subject t o the o v e r r i d i n g 
r o y a l t y reserved i n the assignment, but would not be 
subject t o the back-in working i n t e r e s t . However, the 
two i n t e r e s t s were created by the same instrument, and we 
do not b e l i e v e t h a t a p o o l i n g p a r t y can p i c k and choose 
which r i g h t s i t i s subject t o , e s p e c i a l l y since i t 
acknowledged t h a t the t r a n s a c t i o n was arms-length. 

1 Mr. Carr, i n h i s c l o s i n g , referenced Order No. R-11573-B. 
That order concerned a t r a n s a c t i o n done a f t e r p o o l i n g was 
i n i t i a t e d , t o thwart p o o l i n g . That i s not the case here. 



3. My c l i e n t s f u r t h e r request t h a t p o o l i n g be denied, f o r 
the f o l l o w i n g reason: Mr. Bryla t e s t i f i e d t h a t the only 
p o t e n t i a l zone was the Wolfcamp, and Sunlight o f f e r e d (at 
no cost) a l l of i t s r i g h t s i n the Wolfcamp (subject t o 
the Assignment) . See a p p l i c a n t ' s E x h i b i t 3. I f a p a r t y 
being pooled o f f e r s a l l t h a t i t owns, how can i t , i n good 
f a i t h , be pooled. 

Please c a l l me i f you have any questions. 

V-e7ry t r u l y yours, 

V 

cc: W i l l i a m F. Carr 
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