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KELLAHIN AND KRLLAHIN
ATTORNEYS AT LAW
EL PATIO BUILDING

a2 AS
I : U7 NORTM GUADALUPE TELEPHONE (SOS) 382~4
W Tromas KESLATIN TELEFAX {SOS] Se2-2047
‘REW MEXICO SOARD OF LEGAL SARGIALIZATION PoOsT OFFICE Box 2265

NI1Z2ED SPECIALIST IN TeE ARGA OF
A s aURCES D1 AND GAS LAW SANTA FE, NBW MEXICO B7504-22685

JASQON KELLAMIN (RETIRED 1991

May 2, 2000
HAND DELIVERED
_Mr. David R. ‘Catanach Mrs. Lyn Hebert, Esq.
Hearing Examiner Division Attorney
Oil Conservation Division Oil Conservation Division
2040 South Pacheco - 2040 South Pacheco
Santa Fe, New Mexico 87505 Santa Fe, New Mexico 87505

FIRST SUPPLEMENTAL RESPONSE TO MOTION TO DISMISS OR CONTINUE

Re: - Case 12393
Application of Santa Fe Snyder Corporation
for compulsory pooling, Lea County, New Mexico

Re:  Case (pending)
Application of Southwestern Energy Production Company
for compulsory pooling, Lea County, New Mexico

Dear Mr. Catanach and Mrs. Hebert:

This morning, Southwestern Energy Production Company
("Southwestern”) filed a Reply in Support of its Motion to Continue and in
doing so raised two new claims.

First, it claimed that Santa Fe Snyder Corporation’s ("Santa Fe")
well proposal was invalid because Concho’s assignment to Santa Fe
"violated” a maintenance of uniform interest provision in the Concho-
Southwestern Joint Operating Agreement ("JOA") dated March 15, 1999.
Southwestern claimed that this provision was not waived by Southwestern

until April, 2000 but failed to submit any documentation to support its
claim. : '
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The reason that Southwestern failed to provide a copy of the April
7, 2000 letter agreement between Southwestern and Concho is that it
specifically provided that this JOA was "terminated in all respects™ as to
Section 17 retroactive to November 30, 1999.(see copy attached). The
consequence of making this termination retroactive to November 30, 1999,
is that Southwestern "validated" Santa Fe’s December 1, 1999 well

_proposal. By its own actions, Southwestern abandoned any claim that Santa

Fe’s well proposal "violated” the JOA provision. Finally, Southwestern
incorrectly presumes that Santa Fe’s assignment from Concho was subject
to this JOA. A review of Santa Fe’s term assignment from Concho
attached as Exhibit A to its Response filed yesterday, conclusively
demonstrates that Santa Fe’s interest is not subject to this JOA. Whatever
claim, if any, Southwestern had on this issue, it had only against Concho
and not Santa Fe.

Second, in an interesting move, Southwestern also has attempted to
avoid the consequence of the BLM letter dated May 1, 2000 by now
contending it will amend its compulsory pooling application to ask for the
pooling of the N/2 as an alternative to its original application to pool the
W/2 of this section, The problem for Southwestern is that its well proposal
of March 9, 2000 was specifically limited to the W/2 of this section.
Southwestern now seeks a pooling order for a spacing unit it did not
propose,

Santa Fe renews its request that the Division deny Southwestern’s
request and proceed to hear Santa Fe’s application on May 4, 2000 for the
reasons sct forth in the attached response,

e

W. Thomas Kellahin

cc:  James Bruce, Esq.,
Attorney for Southwestern
Santa Fe Snyder Corporation
Attn: Steve Smith

PAGE B2
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CONCHO RESOURCES I~c.

Suite 410
110 W. Louisiana
9 R
Midland, Texas 79701 ¢ !3‘::): :::-Z:ﬁ

dpxil 7, 2000
VIA BRX.l281) €ia-47%7

Southwestaern Evergy
Production Company

4350 ¥. Ssm Houston
pPaxkway East

Suite 300

Houston. TX 77032

ATIZNTION: Mr, Samuel Thompson

Re: Gazeils Progpeat
T+33-5, Re=34-%
. Seetiomz 5, 8, 9, 1F and 17
Lea County, New Mexico

Gentlgamen:

This letter wmets forth the agxeement between Conche Resouxces Ine.
("Concko") and Southwestern Eneryy Production Company ("Southwestera®)
regarding the captioned acreage. Concho and Seuthwesterm, in comsideration of
the covepants and pyomises made herein aud other valusble consideration, the
receipt and sufficiency of which aze hexeby acknowledged, heredy agxee 24
follows:

1. coacho and Southwegternm ontarsd iamto that cereain (Al Texw
Aesigmmant dated Mexsoh 15, 1999, recorded in Book 963, Page 175 '
of the Recoxds of Lea Caunty, New Mexico, caovering the M/2 of
ggetion 17-235-348, ¥.M.P.M., Lea County, New Mexice, United
gtates Lease Serial Number KmM¥M S7157 (the “817TA"); (b} Temm
Acssignment dated March 15, 1333, recorded in Sook 8339, Page 3545
of the Records of kea County, New Mexico, covering the W/2 NE/s,
3B/e4 NB/4, W/3, and B/2 SE/4 of Section 16, T-33-58, R-34-E,
N.M.9.M., Lea County, New Mexico (the v§16TA"): and (c) Joinv
Operating Agre=ement dated March ¢, 199§, ecovaxing Sectioms §, 8§,
s, 18 amd 17, T-23-8, R-34-E, N.M.P.M.. lLea County, New Mexico
(the "JOA"}.

3. The §16TA terminated by its own termw on March 19, 2000, as thare
was ne well being drilled or othezwise producing ail oxr gas in
paying Qquantities at such date, and Southwestern therxafer los:
all right, title and interest in the lande covered thereby.
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3. The W/2 of Sectiomn 8, Te33.8, R-24-8, is now subject to rthaw

cextain Operaring Agxeement dated March 15, 1999, hekween concheo,
Southwestern and Phillipa PFetroleum Company, and such lands are
no longer pubject to the JOA in uny respact.

4. Ag of vthe date hexeof, the JOA iz effective only as to Seckiens
3, 8 and 17, and the %/2 of Seotion 9, T-32+F, R-34-E, N.M.P.M..
Lea County, New Mexico.

5. Within five days Erom vecolpt af en executed acpy of this
agreemeat Lrom Soutnwestern, Concko Will grant to Southwestesrn,

in rucordable form. an extspsion of the primary texrm of the §277A

for an additicnal monthe fxom September 15, 2000, sush chat
the primary term e §17TA shall end om W 2001.
® Siv. Mt Y @m_.
g. From aud after the date hereof, but effactive a5 af Nouvembauxr 30,

1999, the J0A xhall be davmed o be tarminaged in all respectz as
te all lands other than tha E/2 Of Segtion 5, T-23-8, R~J4-F,
X.M.P.M.,, Lea CTounty, New Mexicos, and 4a Xhershy amendrd and

modified accordipgly.-

Z£€ this agreement mexts with your approval, pleasa e:ée:nte aad return
one oopy by fax and mail on oy before 5:00 p.w., Daylight sSaviage Time,

Friday, April 7, 2000.

mG/ Lhe
AGREED THIS > day of Ppril. 3000:
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