BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION TO RE-OPEN CASE NO.21593:

APPLICATION OF SOZO I LP AND SOZO NATURAL

RESOURCES, LLC TO REQUIRE A COMMON

PURCHASER TO RATABLY TAKE GAS ON

REASONABLE TERMS UNDER THE TERMS OF NMSA

1978 §70-2-19.D AND NMAC 19.15.24.12, LEA COUNTY,

NEW MEXICO. Case No. 21726

MOTION TO DISMISS

Sozo I LP and Sozo Natural Resources, LLC (collectively “So0zo”) move to dismiss this
case, filed by Targa Midstream Services LLC (“Targa™). In support thereof, Sozo states:

1. Sozo Natural Resources, LLC is the operator of, and Sozo I LP is a working
interest owner in, the Caleb State Well No. 1 (API No. 30-025-37497; the “Well’”). The Well
was drilled and completed in the Atoka formation in 2006, and is still capable of producing
sweet gas in paying quantities.

2 The gas purchaser for the Well is Targa. However, Targa terminated the gas
contract with Sozo on the Well and sought to impose a contract with costs which made
producing the well uneconomic. Targa is in a monopoly position regarding gas sales from the
Well. Targa has no options: It must sell its gas to Targa. As a result, Sozo filed an application to
require Targa to take gas from the Well on a reasonable, non-discriminatory basis. The basic
facts of this matter are set forth in Sozo’s application, attached as Exhibit 1.

3. If Sozo cannot produce the Well on an economic basis, it will be condemned to
P&A the well, and reserves will be lost. This will cause loss of reserves and waste, and will

violate NMSA 1978 §70-2-2.



4. Sozo’s application was set for hearing on January 7, 2021, and Sozo gave notice
of the hearing to Targa as required Division rules. Exhibit 2. Certified notice of the hearing was
received by Targa on December 21, 2000, 17 days before the hearing. Targa did not timely enter
an appearance in the case or present evidence. Sozo presented its case and the case was taken
under advisement subject only to submission of a memo on points and authorities.

5. Targa filed its application to re-open Case No. 21593 on January 20, 2021,
claiming that it “did not receive actual notice.” Baloney. Basically, this is “the dog ate my
homework™ defense. Targa had proper notice and had sufficient time to prepare for hearing and
present its case. It did not do so, and waived its rights.

6. Targa complains that Sozo did not informally tell Targa that it was filing an
application with the Division. Sozo was not required to do so under any statute or regulation.
Actually, it was extremely foreseeable to Targa that Sozo would take some action to protect its
rights from Targa’s discriminatory behavior. Allowing Targa’s application to proceed will
prejudice Sozo’s rights.

WHEREFORE, Sozo requests that the Division dismiss Case No. 21726.

Respectfully submitted,
U amoes Croee
James Bruce
Post Ofﬁce Box 1056
Santa Fe, New Mexico 87504

(505) 982-2043
jamesbruc@aol.com

Attorney for Sozo I LP and Sozo Natural
Resources, LLC
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF SOZO I LP AND SOZO NATURAL
RESOURCES, LLC TO REQUIRE A COMMON
PURCHASER TO RATABLY TAKE GAS ON
REASONABLE TERMS UNDER THE TERMS OF NMSA

1978 §70-2-19.D AND NMAC 19.15.24.12, LEA COUNTY, z / f ﬁ
NEW MEXICO. Case No.

APPLICATION

Sozo I LP and Sozo Natural Resources, LLC (collectively “Sozo™) applies for an order
requiring Targa Midstream Services LLC (“Targa”) to ratably take gas from a well on reasonable
terms to keep the well economic, and in support thereof, states:

L. Sozo Natural Resources, LLC is the operator of, and Sozo I LP is the working
interest owner in, the Caleb State Well No. 1 (API No. 30-025-37497), with a well unit
comprised of the S/2 of Section 36, Township 9 South, Range 32 East, NMPM, Lea County New
Mexico (the “Well’). The Well was drilled and completed in the Atoka formation in 2006, and
is still capable of producing gas in paying quantities.

2. The gas purchaser for the Well is Targa. Targa is engaged in purchasing gas from
one or more producers in New Mexico, and meets the definition of “common purchaser” under
NMSA 1978 §70-2-19.D and 19.15.24.12.A. Thus it is required to ratably take produced gas
from a well operator without unreasonable discrimination. Id.

3. Sozo acquired the Well from OXY USA Inc. (*OXY™), and took over operations
on March 1, 2020. Targa consented to the assignment to Sozo of OXY’s gas purchase agreement
pertaining to the Well. On June 25, 2020 Sozo met with Targa on Sozo’s various gas purchase

agreements with Targa, and no changes were made by Targa to any such agreements.




4. Subsequently, Targa notified Sozo that it was terminating the gas purchase
agreement on the Well. The effective date of termination was September 30, 2020.

5. Targa proposed a substitute agreement which would substantially increase
gathering costs, and has refused to negotiate a reasonable agreement with Sozo. Based on
operating costs for the Well, and current gas prices, the Well is now uneconomic to produce and
has been shut in due to Targa’s unilateral price increase. This adversely affects the correlative
rights of Sozo and it sole lessor, the State of New Mexico.

6. The Well is capable of producing approximately 230 mcf/day of sweet gas (no
hydrogen sulfide is produced), with a high BTU content. Upon information and belief, the Well
is the best gas producer in Targa’s system in this portion of Lea County. The massive increase in
costs proposed by Targa unreasonably discriminates against Sozo, and violates NMSA 1978
§70-2-19.D and NMAC 19.15.24.12.

Z. Sozo should be granted relief under NMSA 1978 §70-2-19.D and NMAC
19.15.24.12 in order to prevent waste and protect correlative rights.

WHEREFORE, applicant requests that, after notice and hearing, the Division enter an

order requiring Targa to take Sozo’s gas under non-discriminatory terms, and granting such

James Bruce

Post Office Box 1056

Santa Fe, New Mexico 87504
(505) 982-2043
jamesbruc@aol.com

further relief as the Division deems proper.

Attorney for Sozo I LP and Sozo Natural
Resources, LLC



STATE OF NEw MEXIco
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

NEW MEXICO. Case No.

SELF-AFFIRMED STATEMENT OF NOTICE

COUNTY OF SANTA FE )
) ss.
STATE OF NEW MEXICO )
James Bruce deposes and states:

L, I am over the age of 8, and have personal knowledge of the matters stated herein.
2. I'am an attorney for Sozo I'LP and Sozo Natural Resources LLC.

3. So0zo I LP and Sozo Natural Resources LLC have conducted a good faith, diligent
effort to find the name and correct address of the interest owner entitled to receive notice of the
application filed herein.

4. Notice of the application was provided to the interest owner, at its last known
address, by certified mail. Copies of the notice letter and certified return receipts are attached

hereto as Attachment A.
5. Applicant has complied with the notice provisions of Division Rules.
6. I understand that this Self-Affirmed Statement will be used as written testimony

in this case. [ affirm that my testimony in paragraphs | through 5 above is true anq correct and is
made under penalty of perjury under the laws of the State of Ne Mexico. My testimony is made

ames Bruce
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JAMES BRUCE
ATTORNEY AT Law

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NoO. 213
SANTA FE, NEW MEXICO 873501

(505) 982-2043 (Phone)
(505) 660-6612 (Cell)
(505) 982-2151 (Fax)

iamesbruca aol.com

December 17,2020

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Targa Midstream Services LLC
Suite 2100
811 Louisiana Street ATTACHMENT

Houston, Texas 77002
Attention: Misty Edwards

Ladies and gentlemen:

32 East, NMPM, Lea County, New exico, pursuant to the provisions of NMSA 1978 §70-2-
19.D and 19.15.24.12.A.

A Dparty appearing in g Division case is required by Division Rules to file a Pre-Hearing
Statement no Jater than Thursday, December 31, 2020. This statement may be filed online with
the Division at ocd. hearings @siare 1m. 15, and should include: The name of the party and his or
her attorney; a concise Statement of the case; the name(s) of the witness(es) the party will call to



testify at the hearing; the approximate time the party will need to present his or her case; and
identification of any procedural matters that need to be resolved prior to the hearing. The Pre-
Hearing Statement mus; also be provided to the undersigned.

Véty truly yours,

Altorney for Sozo I LP and Sozo Natural Resources LLC
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