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RESPONSE TO MOTION TO DISMISS OR CONTINUE 

CD 

CO 

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: 

Santa Fe Snyder Corporation's case is currently set for hearing on the Examiner's 
Docket scheduled for May 4, 2000. Today, Southwestern Energy Production Company 
filed a request to either dismiss or continue Santa Fe's pooling case (12393) but in doing 
so referenced the wrong case number (12367) Santa Fe is opposed to this motion, asks 
that the Division deny Southwestern's request and proceed to hear Santa Fe's application 
on May 4, 2000 for the reasons set forth in the attached response. 

/ 
/ 

cc: James Bruce, Esq., 
Attorney for Southwestern 

Santa Fe Snyder Corporation 
Attn: Steve Smith 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

ODL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION CASE NO. 12393 
OF SANTA F E SNYDER CORPORATION 
FOR COMPULSORY POOLING a 
LEA COUNTY, NEW MEXICO ^ 

oo 

SANTA F E SNYDER CORPORATION'S 
RESPONSE TO 

SOUTHWESTERN'S REQUEST 
FOR 

CONTINUANCE OR DISMISSAL 

Comes now Santa Fe Snyder Corporation ("Santa Fe"), by its 

attorneys, Kellahin and Kellahin, hereby moves the Division to deny 

Southwestern Energy Production Company ("Southwestern") motion to 

dismiss or continue this case because (i) Santa Fe has owned an interest in 

this spacing unit commencing on December 1, 1999, some eight days prior 

to proposing its well and (ii) Southwestern's competing pooling case to pool 

the W/2 of this section filed on April 27, 2000 for hearing on June 1, 2000 

is now moot because the Bureau of Land Management ("BLM") will deny 

a request by Southwestern to communitize multiple leases in the W/2 of 

Section 17, T23S, R34E. 
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SUMMARY OF PROCEEDINGS 

On April 6, 2000, Santa Fe Snyder Corporation ("Santa Fe") filed 

the referenced compulsory pooling application which is set for hearing on 

May 4, 2000. This application seeks to pool the N/2 of the section which 

consists of a single federal oil & gas lease. 

On April 27, 2000, James Bruce, on behalf of Southwestern Energy 

Production Company ("Southwestern") filed a competing compulsory 

pooling application which will be set for hearing on June 1, 2000. This 

application seeks to pool the W/2 of this section. 

This section consists of two federal oil and gas leases, one 

comprising the N/2 and the other comprising the S/2 of this section. The 

Bureau of Land Management ("BLM") has advised that it will approve 

Santa Fe's orientation of this spacing unit and will reject Southwestern's 

orientation. 

RELEVANT FACTS 

(1) Section 17, T23S, R34E, NMPM, Lea County New Mexico 
consists of two federal oil and gas leases: 

(a) the N/2 is federal lease NM-97157 dated 9/1/96 with the 
working interest ownership divided 50 % to Santa Fe and 50 % 
to Southwestern, 

(b) the S/2 is federal lease LC-065194 dated 5/1/51 with 
100% of the working interest ownership held by Santa Fe. 
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(2) Prior to December 8, 1999, Santa Fe commenced developing the 
prospect for a Morrow gas well in the N/2 of this section. 

(3) On March 1, 1999, Concho Resources, Inc. assigned 50% of the 
working interest in the N/2 of this section to Southwestern. 

(4) On March 3, 1999, Concho Resources Inc. and Southwestern 
signed a Joint Operating Agreement covering the N/2 of this section. 

(5) On September 1, 1999, Santa Fe approved an AFE for this well 
to be called the Paloma Blanco "17" Federal Well No. 1 to be drilled in the 
NW/4 ofSection 17. 

(6) On December 1, 1999, Concho Resources, Inc. represented to 
Santa Fe that the N/2 of this section was not subject to any joint operating 
agreement and assigned the remaining 50% of the working interest in the 
N/2 of this section to Santa Fe by an assignment which was recorded on 
April 14, 2000. See Exhibit A. 

(7) Santa Fe's interest is not subject to the unrecorded Joint 
Operating Agreement because Santa Fe acquired its interest as a good faith 
purchaser without knowledge of the existence of an unrecorded joint 
operating agreement dated March 3, 1999 between Concho and 
Southwestern covering the N/2 of this section. 

(8) On December 9, 1999, Santa Fe formally proposed its well at a 
location in Unit E and the N/2 of this section as a spacing unit to 
Southwestern for an estimated total completed well cost of $1,368,954 to 
be drilled to an estimated total depth of 13,700 feet in the Morrow 
formation. See Exhibit B. 

(9) By letter dated December 14, 1999 from Southwestern to Concho 
Resources, Inc., Southwestern claimed that Santa Fe's well proposal was 
invalid because of the Joint Operating Agreement between Concho and 
Southwestern. 

(10) By letter dated February 8, 2000, Santa Fe offered to purchase 
Southwestern's interest. 
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(11) On or about March 27, 2000 Santa Fe filed its Application for 
Permit to Drill ("APD") with the Bureau of Land Management ("BLM"). 
See Exhibit C. 

(12) By letter dated March 9, 2000 and some three months after 
Santa Fe's well proposal and more than a year after acquiring its interest, 
Southwestern proposed the drilling of a well in Unit D and the W/2 of this 
section as a spacing unit for an estimated total completed well cost of 
$1,508,100 to be drilled to an estimated total depth of 12,700 feet in the 
Atoka formation. See Exhibit D. 

(13) On April 6, 2000, Santa Fe filed its compulsory pooling 
application with the Division which set it for hearing on May 4, 2000. 

(14) By letter dated April 7, 2000, but effective retroactively to 
November 30, 1999, Southwestern and Concho agreed that the Joint 
Operating Agreement dated March 15, 1999 was not effective as to the N/2 
of Section 17. 

(15) On April 10, 2000, Southwestern received Santa Fe's pooling 
application and notice of hearing. 

(16) By letter dated April 13, 2000, Santa Fe again asked 
Southwestern to voluntarily participate in Santa Fe's well as proposed on 
December 9, 1999 and, in the alternative, invited Southwestern to consider 
selling its interest to Santa Fe. 

(17) By letter dated April 25, 2000, Southwestern wrote Santa Fe 
and again claimed that Santa Fe's proposal was invalid because of the Joint 
Operating Agreement dated March 15, 1999. However, Southwestern failed 
to disclose to Santa Fe that effective November 30, 1999, Southwestern had 
agreed that this JOA was "terminated in all respects" as to the N/2 of 
Section 17. 

(18) On April 27, 2000, Southwestern filed its compulsory pooling 
application and requested a hearing on June 1, 2000. 

(19) By letter dated May 1, 2000, the BLM advised the Division that 
the BLM would reject Southwestern's attempt to form a W/2 spacing unit 
because Federal regulations preclude the communitization of multiple leases 
when a single federal lease can be developed in conformity with established 
well spacing patterns. See 43 C.F.R. 3105.2-2. See Exhibit E . 
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DISCUSSION 

Southwestern has failed to submit any affidavits or documentation to 

support its unsupported claims. Southwestern incorrectly contends that 

Santa Fe had no interest in this spacing unit on December 9, 1999 when 

Santa Fe proposed its well to Southwestern. In fact, it is undisputed that 

Santa Fe obtained a term assignment of 50 % of the working interest in the 

N/2 of this section from Concho Resources, Inc. on December 1, 1999 

eight (8) days prior to proposing its well. 

Southwestern, whose well proposal was made on March 9, 2000, 

incorrectly contends that it has the first valid pooling application which will 

not be heard until June 1, 20000 thus precluding the Division from deciding 

Santa Fe's application now set for hearing on May 4, 2000. In fact, Santa 

Fe, with 75% of the working interest in this section, was the first to 

propose the drilling of a deep gas well in this section. 

For almost five (5) months, Southwestern has sought to delay Santa 

Fe's efforts to get this well drilled. Southwestern first claimed that Santa 

Fe's well proposal was invalid because of a pre-existing joint operating 

agreement between Concho Resources, Inc. and Southwestern, but then 

abandoned that claim when these parties terminated this joint operating 

agreement retroactive to November 30, 1999. 
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Now, Southwestern claims Santa Fe's well proposal was invalid 

because Santa Fe had no interest in the N/2 of this section on December 9, 

1999 when it is undisputed that Santa Fe obtained its interest on December 

1, 1999. 

Southwestern, despite having an interest in the N/2 of this section for 

more than one (1) year, waited until March 9, 2000, some three (3) months 

after Santa Fe's well proposal, to propose its well. Southwestern, despite 

receiving notice of Santa Fe's pooling application on April 10, 2000, then 

waits until just one week before the hearing on Santa Fe's pooling 

application to file its own pooling application which it asked to be set for 

hearing on June 1, 2000. 

Despite receiving notice of Santa Fe's pooling application on April 

10, 2000, Southwestern waited until May 1, 2000, just 3 days before the 

hearing, to ask that Santa Fe's case be dismissed or continued. 

Contrary to Southwestern's claims, Santa Fe has attached 

documentation and a sworn verification of the facts which demonstrate that 

there is no merit to Southwestern's claims. All Southwestern is doing is 

wasting the Division time by inappropriately delaying and frustrating Santa 

Fe's efforts to drill a deep gas well in Section 17. 
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Ultimately, Southwestern's efforts will fail because its proposal will 

require consolidating multiple leases which is contrary to the Bureau of 

Land Management ("BLM") regulations and policy concerning the 

communitization of multiple leases when a single federal lease can be 

developed by Santa Fe in conformity with Division established well spacing 

patterns. 

This is a matter within the exclusive jurisdiction of the BLM who 

will reject Southwestern's proposal. This action by the BLM in exercising 

its jurisdiction over these federal oil and gas leases, has made moot 

Southwestern's competing pooling application. 

Accordingly, the Division has no alternative but to dismiss 

Southwestern's pooling application, deny its motion to continue and to 

proceed to hear Santa Fe's pooling application on May 4, 2000. 

I certify that a copy of the foregoing pleading was transmitted by facsimile this 

CONCLUSION 

P. Ol Box 2265 
Santa Fe, New Mexico 87504 

CERTIFICATE OF SERVICE 

1st day of May, 2000 to James Bruce, at 
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VERIFICATION 

STATE OF TEXAS 
)SS. 

COUNTY OF MIDLAND ) 

Comes now Steve Smith, being first duly sworn, upon hia oath 
deposes find states: That he is a qualified professional petorieum landman 
employed by Santa Fe Snyder Corporation, Midland, Texas, and has 
personal knowledge about this facts of this case, that he has read the 
foregoing; pleading and knows the contents thereof and that the same is true 
and correct of his own knowledge, information and belief. 

SUBSCRIBED AND SWORN to before me by Steve Smith, who 
personally appeared before me thiŝ 2/aay of May, 2000. 

Steve Smith 

Notary/Public 

My Commission Expires: /^~^ 
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TERM ASSIGNMENT 

STATE OF NEW MEXICO ) 
) 

COUNTY OF LEA ) 

On t h i s the 1 s t day of December, 1999, Concho Resources Inc., 110 
W. Louisiana, S u i t e 410, Midland, Texas 79701 ( h e r e i n a f t e r r e f e r r e d t o as 
"Assignor"), f o r good and valuable c o n s i d e r a t i o n , the r e c e i p t and s u f f i c i e n c y 
of which i s hereby acknowledged and confessed, w i t h o u t warranty of t i t l e , 
express o r i m p l i e d , subject t o the r e s e r v a t i o n s , c o n d i t i o n s and covenants 
provided f o r h e r e i n , and only f o r the term h e r e i n provided, does hereby 
grant, b a r g a i n , s e l l , t r a n s f e r , assign and convey unto Santa Fe Snyder 
Corporation, 550 W. Texas, S u i t e 1330, Midland, Texas 79701 ( h e r e i n a f t e r 
r e f e r r e d t o as "Assignee"), an un d i v i d e d f i f t y percent (50%) o f the o p e r a t i n g 
r i g h t s i n and t o the leases described i n E x h i b i t "A" attached h e r e t o and made 
a p a r t hereof ("said Leases"), t o g e t h e r w i t h a l l r i g h t s and p r i v i l e g e s 
thereunder o r appurtenant t h e r e t o , i n s o f a r as s a i d Leases cover o i l , gas and 
other l i q u i d and gaseous hydrocarbons and associated minerals. 

The leasehold i n t e r e s t s h e r e i n assigned are h e r e i n a f t e r r e f e r r e d t o as "said 
Assigned I n t e r e s t " . This agreement s h a l l be f o r a term of two (2) years from 
the E f f e c t i v e Date ("Primary Term") and, as long t h e r e a f t e r as o i l and/or gas 
i s produced i n paying q u a n t i t i e s . 

I . 

Assignor reserves from t h i s Term Assignment an o v e r r i d i n g r o y a l t y 
i n t e r e s t equal t o the d i f f e r e n c e between lease burdens and 25% o f 8/8ths i n 
and t o the o i l , gas and other l i q u i d and gaseous hydrocarbons and associated 
minerals produced and saved from s a i d leases. Such o v e r r i d i n g r o y a l t y 
i n t e r e s t s h a l l be f r e e and c l e a r of a l l working i n t e r e s t costs o f e x p l o r i n g , 
d r i l l i n g , equipping and operating, b ut s h a l l bear i t s p r o p o r t i o n a t e p a r t of 
gross p r o d u c t i o n taxes and s h a l l be p a i d i n the same manner as the r o y a l t y i s 
t o be p a i d pursuant t o the terms o f s a i d leases. The o v e r r i d i n g r o y a l t y 
herein reserved s h a l l be p r o p o r t i o n a t e l y reduced as t o each lease assigned 
hereunder i f such lease covers less than the f u l l mineral i n t e r e s t and/or the 
assignment made hereunder does not convey f u l l leasehold r i g h t s i n such 
lease. I f any lease i s pooled or communitized under the lease a u t h o r i t y o r 
a u t h o r i t y o f any government agency, t h e o v e r r i d i n g r o y a l t y h e r e i n reserved 
s h a l l be pooled and communitized and p a i d on a pooled or communitized basis 
i n the same manner as the base r o y a l t y of such lease i s pooled or 
communitized. The term "Lease Burdens" as used i n t h i s agreement w i t h respect 
t o said Assigned I n t e r e s t f o r s a i d Leases s h a l l mean the r o y a l t y and any 
other i n t e r e s t i n p r o d u c t i o n reserved t o the owners of the min e r a l s covered 
by said Leases, p l u s a l l o v e r r i d i n g r o y a l t i e s , p r o d u c t i o n payments, c a r r i e d 
working i n t e r e s t s , net p r o f i t i n t e r e s t , and a l l oth e r burdens and 
encumbrances t o which s a i d Assigned I n t e r e s t i s subj e c t on the E f f e c t i v e Date 
of the assignment. 

I I . 

Assignee accepts s a i d Assigned I n t e r e s t s u b j e c t t o a l l of the 
express and i m p l i e d covenants and o b l i g a t i o n s of s a i d Leases, i n s o f a r as same 
r e l a t e t o s a i d Assigned I n t e r e s t . Assignee indemnifies and agrees t o respond 
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t o , defend and save Assignor harmless from and against any and a l l claims f o r 
damages and f o r f e i t u r e made by any person, p a r t n e r s h i p , c o r p o r a t i o n o r o t h e r 
l e g a l e n t i t y t h a t i s based on any f a i l u r e , or alleged f a i l u r e o f Assignee, t o 
indemnify, defend and save Assignor, t o g e t h e r w i t h Assignor's co-lessees and 
co-venturers, and i t s and t h e i r p a r e n t s , s u b s i d i a r i e s , a f f i l i a t e s , agents, 
d i r e c t o r s , o f f i c e r s , employees and servants, harmless from and a g a i n s t a l l 
claims, demands, damages, l a w s u i t s , l i a b i l i t y , judgments, expenses, 
attorney's fees and c o u r t costs of every k i n d and character a r i s i n g out of or 
r e s u l t i n g from the operations o f Assignee, i t s c o n t r a c t o r s and 
subcontractors, upon s a i d Lease and lands covered hereby, i n c l u d i n g i n j u r y t o 
or death of persons, damage t o or d e s t r u c t i o n of property, and environmental 
damage and cleanup expenses, and i n c l u d i n g claims based on a c t s o r omissions 
of Assignee's c o n t r a c t o r s , subcontractors, h e i r s , successors and assigns. 

I l l . 

I f Assignor c u r r e n t l y makes r e n t a l payments on s a i d Lease, Assignor 
s h a l l pay any delay r e n t a l s necessary t o maintain i n force and e f f e c t s a i d 
Lease i n s o f a r as i t covers the lands described on E x h i b i t "A" and Assignee 
s h a l l promptly reimburse Assignor f o r i t s p r o p o r t i o n a t e share o f the amount 
paid upon r e c e i p t o f i n v o i c e ; PROVIDED, HOWEVER, Assignor s h a l l n o t be l i a b l e 
t o Assignee f o r i t s f a i l u r e t o t i m e l y and p r o p e r l y make such payments f o r any 
reason, i n c l u d i n g negligence. I f any r e n t a l payment i s a p p l i c a b l e b o t h t o 
lands assigned hereby and t o other lands, such payment s h a l l be p r o r a t e d on a 
surface acre b a s i s . 

Assignee s h a l l not a t any time r e l e a s e said Leases t o t h e owners o f the 
minerals thereunder. Should Assignee e l e c t t o discontinue Assignee's i n t e r e s t 
i n said Leases, Assignee s h a l l execute and d e l i v e r t o Assignor a reassignment 
on a form s a t i s f a c t o r y t o Assignee, o f a l l of Assignee's i n t e r e s t s i n the 
assigned lands. The reassignment tendered t o Assignor s h a l l warrant the 
reassigned i n t e r e s t t o be f r e e and c l e a r o f any mortgage, l i e n , encumbrances, 
claims, c o n t r a c t u a l o b l i g a t i o n s , o v e r r i d i n g r o y a l t y burden or p r o d u c t i o n 
payment created by, through or under Assignee or by i t s a u t h o r i t y . 

IV. 

Assignee s h a l l not assign, s e l l , t r a n s f e r , mortgage, hypothecate or 
otherwise a l i e n a t e the Properties w i t h o u t the express p r i o r w r i t t e n consent 
of Assignor, which consent w i l l not be unreasonably w i t h h e l d , and any attempt 
t o do so w i t h o u t Assignor's p r i o r w r i t t e n consent s h a l l be n u l l and v o i d . 

V. 

I f a t the e x p i r a t i o n of the Primary Term of t h i s Assignment, o i l and/or 
gas i s not being produced from the s a i d Assigned I n t e r e s t or lands pooled 
t h e r e w i t h , but Assignee i s then engaged i n d r i l l i n g or reworking o p e r a t i o n s 
thereon, t h i s Assignment s h a l l remain i n force so long as d r i l l i n g or 
reworking are prosecuted (whether on the same w e l l or d i f f e r e n t w e l l s ) w i t h 
no cessation o f more than s i x t y (60) consecutive days, and, i f t h e y r e s u l t i n 
production i n paying q u a n t i t i e s , f o r so long t h e r e a f t e r as o i l and/or gas are 
produced or capable of being produced i n paying q u a n t i t i e s from s a i d Assigned 
I n t e r e s t or lands pooled t h e r e w i t h . I f o i l and/or gas on s a i d Assigned 
I n t e r e s t or lands pooled t h e r e w i t h should cease producing i n paying 
q u a n t i t i e s from any cause, t h i s Assignment nevertheless s h a l l c o n t i n u e i n 
force and e f f e c t as long as a d d i t i o n a l d r i l l i n g operations o r reworking 
operations are conducted on the s a i d Assigned I n t e r e s t or on lands v a l i d l y 
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pooled therewith, which additional operations s h a l l be deemed to be had when 
not more than s i x t y (60) consecutive days elapse between the abandonment of 
operations on one well and the actual commencement of d r i l l i n g on another 
well, and, i f production i n paying qua n t i t i e s i s obtained, t h i s Assignment 
shall continue as long thereafter as o i l and/or gas i s produced or capable of 
being produced i n paying quantities from the said Assigned Inte r e s t or lands 
pooled therewith, and as long thereafter as additional operations, either 
d r i l l i n g or reworking, are had thereon. 

(a) I f Assignee, at the expir a t i o n of the Primary Term i s engaged i n 
actual d r i l l i n g or reworking operations, this Assignment sh a l l 
remain i n f u l l force and e f f e c t as to a l l lands covered hereby 
for so long as such operations continue to completion or 
abandonment and f o r so long thereafter as continuous development 
i s conducted, being defined as no more than one hundred eighty 
(180) days elapsing between the completion or abandonment of one 
well and the commencement of actual d r i l l i n g or reworking 
operations on another w e l l ; or 

(b) i f at the expiration of the Primary Term, Assignee i s not 
conducting actual d r i l l i n g operations, but Assignee has completed 
a well on the said Assigned Interest p r i o r to the expiration 
which i s capable of producing o i l and/or gas i n paying 
quantities, t h i s Assignment s h a l l remain i n f u l l force and e f f e c t 
f o r so long as actual d r i l l i n g or reworking operations on an 
additional well are commenced w i t h i n one hundred eighty (180) 
days following the e x p i r a t i o n of the Primary Term, and t h i s 
Assignment sh a l l continue i n force f o r so long thereafter as 
continuous development i s conducted, being defined as no more 
than one hundred eighty (180) days elapsing between the 
completion or abandonment of one well and the commencement of 
actual d r i l l i n g or reworking operations on the next succeeding 
well. 

(c) At such time as Assignee (1) f a i l s t o commence said continuous 
development, or (2) once commenced, f a i l s to continue same, t h i s 
Assignment sh a l l automatically terminate as to (a) a l l land not 
included w i t h i n the a e r i a l boundaries of the proration or spacing 
u n i t assigned to a well then producing o i l or gas i n paying 
quantities and (b) a l l subsurface depths, i n said p r o r a t i o n or 
spacing unit(s) to 100 feet below the base of the deepest 
producing formation i n said producing well(s) thereon. The term 
"proration or spacing u n i t " as used herein shall be the number of 
acres which are allocated to a well under regulation of the O i l 
Conservation Division, Energy, Minerals and Natural Resources 
Department, of the State of New Mexico or other governmental body 
having j u r i s d i c t i o n over producing t r a c t s for production of o i l 
or gas under State Wide Rules or Special F i e l d Rules as 
applicable to the area involved herein so as to enable the well 
to produce a f u l l allowable. 

(d) The term "completion" as used herein s h a l l mean the date of r i g 
release. 
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V I . 

This assignment and a l l r i g h t s , r e s e r v a t i o n s and covenants i n 
connection herewith s h a l l be considered covenants running w i t h the lands and 
s h a l l i n u r e t o and be b i n d i n g upon the p a r t i e s hereto, t h e i r h e i r s , personal 
r e p r e s e n t a t i v e s , successors and assigns; PROVIDED, HOWEVER, no t r a n s f e r o r 
encumbrance of any of s a i d Assigned I n t e r e s t s h a l l be made unless the same be 
made expressly s u b j e c t t o t h i s assignment and unless the vendee, Assignee o r 
tr a n s f e r e e s h a l l assume a l l of the o b l i g a t i o n s o f t h i s assignment. 

V I I . 

The address f o r g i v i n g a l l n o t i c e s r e q u i r e d hereunder, u n t i l changed by 
w r i t t e n n o t i c e t o the same addresses, s h a l l be as set f o r t h i n the f i r s t 
paragraph of t h i s instrument. 

V I I I . 

Assignee s h a l l comply and s h a l l r e q u i r e t h a t a l l of Assignee's 
c o n t r a c t o r s and subcontractors comply w i t h any and a l l a p p l i c a b l e laws and 
r e g u l a t i o n s , f e d e r a l , s t a t e and l o c a l , and w i t h the requirements of each 
r e g u l a t o r y body or o f f i c i a l a s s e r t i n g j u r i s d i c t i o n over Assignee's Operations 
under t h i s assignment. 

Assignee s h a l l , a t Assignee's sole cost and expense, maintain the lands 
i n a clean and o r d e r l y c o n d i t i o n , remove a l l waste products, f i l l i n a l l p i t s 
dug i n connection w i t h Operations hereunder and r e s t o r e the lands as n e a r l y 
as p o s s i b l e t o t h e i r o r i g i n a l c o n d i t i o n . 

This assignment i s made and accepted w i t h o u t any representations and 
war r a n t i e s , express, i m p l i e d or s t a t u t o r y . 

THIS ASSIGNMENT, INCLUDING ALL ITS EXHIBITS, SHALL BE INTERPRETED IN 
ACCORDANCE WITH THE LAWS OF THE STATE IN WHICH THE SAID LEASE IS LOCATED 
WITHOUT REGARD TO PRINCIPLES OF CONFLICTS OF LAW. This assignment may not be 
amended except by an instrument i n w r i t i n g signed by the p a r t y charged w i t h 
such amendment. This assignment may be executed by the p a r t i e s i n any number 
of c o u n t e r p a r t s , each of which s h a l l be deemed an o r i g i n a l instrument, but 
a l l of which t o g e t h e r s h a l l c o n s t i t u t e one and the same instrument. 

IN WITNESS WHEREOF, the p a r t i e s have hereunto set t h e i r hands as of the 
day and year f i r s t s t a t e d above. 

ASSIGNOR: 

CONCHO RESOURCES INC 

Chroback, Vice President 

4 
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ASSIGNEE: 

SANTA FE SNYDER CORPORATION 

By = _ 

I t s : R.B. R i c e . A t t o r n e y - i n - F a c t 

r 
APPROVED 

SS 

STATE OF TEXAS 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 8 t h day o f 
December, 1999, by Dav id A. Chroback, Vice P r e s i d e n t o f Concho Resources 
Inc . ^^aDe^awa j r^co rpo r a t i o n f on beha l f o f s a i d c o r p o r a t i o n . 

LETAH. COLLINS 
NOTARY PUBLIC 

™ STATE OF TEXAS 
I S ^ g f My Comm. Exp. 09-20-2003 

^ ^ ^ ^ 
. ^ 3 f 6 t a r y P u b l i e 

My Commission E x p i r e s : 

STATE OF TRY AS 

COUNTY OF MIDLAND 

The foregoing.jLnstrument was acknowledged b e f o r e me t h i s 
January , xSJH, by R.B. Rice t At-fnr^py-in-Fart 

day of 

o f Santa Fe Snyder C o r p o r a t i o n , a n^laware 
c o r p o r a t i o n . 

WISEHART 
Notary Public 

STATE OF TEXAS 

c o r p o r a t i o n , on behal f of s a i d 

MyComn. Exp. 02/09/2000 

[Notary P u b l i c 
My Commission E x p i r e s : 

EDITH F. WISEHART 
*1 N°tary Pubflc 

S T A T E OF TEXAS 

. ^ „ ^ m m E xP- 02/09/2000 

5 
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EXHIBIT "A" 

Attached to and made a part of that certain 
Term Assignment dated December 1, 1999, 

between Concho Resources Inc., as Assignor, 
and Santa Fe Snyder Corporation, as Assignee 

O i l and Gas Lease Ser i a l No: 
Date: 
Lessor: 
Original Lessee: 
Description: 

Recorded: 

NM 97157 
09/01/96 
Uni t ed S ta tes o f America 
Penwell Energy, I n c . 
T-23-S, R-34-E, N.M.P.M. 
Sect ion 17: N/2 
Lea County, New Mexico 
Book 743, Page 567, 
Lea County, New Mexico 

STA1E OF NEW MEXICO '" ^ '''•*%-/> 
COUNTY OF LEA / j j V r*^ \ 

FILED J o : -1^ : 
£ APR 14 2000 \ ^ \ \A / £ . 
f> ^MM^taBoo* JUL** * V>*- . . * / 

W v* X ^ " ' " " ^ / 
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APR-26-00 07:44 Frea:$MTA =E SNYDER CORPORATION 9156866714 

Santa Fe !inyd«r Corporation 
VIA FAX AND CERTIFIED MAIL 
Fax(281) 618-4757 

December 9, 1999 
Southwestern Energy Production Company 
2350 N. Sam Houston Parkway East, Suite 300 
Houston, Texiis 77032 
ATTN: Mr. Samuel Glenn Thompson 

Re: Well Proposal 
Paloma Blanco "17* Federal #1 
1.980' FNL & 660* FWL 
Section 17, T-23-S, R-34-E 
Lea County, New Mexico 
PALOMA PROSPECT - NM-0964 

Ladies and Gentlemen: 

Santa Fe Snyder Corporation (Santa Fe) hereby proposes to drill a 13,700' Morrow test at a location 
1,980' FNL & 660* FWL of Section 17, T-23-S, R-34-E, Lea County, New Mexico. If the well is 
successfully completed in the Morrow formation, a proration unit consisting of the N/2 of Section 17 
would be established. Based upon our most current title information, Southwestern Energy Production 
Company appears to own an undivided 50% of the operating rights in the N/2 of said Section 17. If this 
is incorrect, please advise. 

Enclosed for your review and further handling are duplicate original AFE Well Cost Estimates for the 
proposed well. Should you choose to participate in the proposed well, please execute and retum one 
copy of this letter and one copy of the enclosed AFE. I will be forwarding an Operating Agreement for 
you review and execution in the next few days. 

Southwestern Energy Production Company hereby elects to PARTICIPATE in drilling the 
proposed Paloma Blanco "17" Federal UX Well. 

Southwestern Energy Production Company hereby electa NOT TO PARTICIPATE in 
drilling the proposed Paloma Blanco "IT' Federal * 1 Well. 

SOUTHWESTERN ENERGY PRODUCTION COMPANY 

Sincerely. 

Steven J. Smith 
Senior Staff Landman 

By:_ 

Title: 

Date: 

V 

PtiomaBlancop.doi: 
Omoai Divinoa 
660 WItaa»,Siut«. 1330 
MKtaod.Ttaa* 78701 



MAY-01-00 '2:04 From:SANTA :E SNYDER CORPORATION a I 5 C S10 M 4 

Form 3ioW 
CJttly 1*92) J ^ E D STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

SUBMIT Z!f TR, 
(Otbrr lo«trn 

rn<rw »t< 

• X 1 * FORM APPROVED 
on OMB NO, 

Eipiici; Ptbnury 28, 1995 

U 1 H *Xt> H U D . MO. 

APPLICATION FOR PERMIT TO DRILL OR DEEPEN 
8. IW IHOUJl, M.LOTTXI Ok T»1»I R41IS 

1«. TTF» or WOS* 

b. n n w w m 
Ofb p i 
w i t t L J 

DRILL H 

rvi 

DEEPEN • 7. UNIT MUCHKMr * 4 * l 

•IWlbS I—I MVl.TII*!.! f t 
tons I 1 IONS I I mmtvm&Ti' rod u 3. tu tu or o r a l * ™ * 

Santa ro Snydor Corp. 9 . M I K J L N O . 

550 V. Texas, Suit* 1330; Midland, Texas 79701 (915)682-6373 

4, tocATMN or W U * (ltport lowittos dM»i? too IB 4C*cjr<U&ct wttlt i n / SUio reflnlreoMBU.' I 
A t ftfJ^aao' ,TKL & SCO* FWL 

At propoKd prod, MM 

l0- '"j&r.\o|s- ia<5irixcojca> 
N. sail Lake (Morrow) i l . asc.. i . . ft- *.. ao 

AW tuivsi ot u u 
Sac, 17, T-23-3, R-34-E 

14. SIBT4NC* lit MILS* «M0 MMi.TJO* IWM N&tSSOT TOWN 01 POOI OWCS' 

20 miles west oC Jal, Jfev Mexico 
12. COUNTT ot ration IS. »T»TS 

i e* Haw Mexico 

lo. oitMitca now ruruoso* 
M t t m i i «• na*oaov 
raorests os u«as u n rt . 
(Al— io artrtst tfrtfi unitH«o. ir ««» i 

660' 

TO NK4IMT WtU. OUUINO. iSmrLSTSP. 
OB Amm ros, ON tma latae, rt. . HA 

18. DO. Or iCISS IH UU«B 
330 

-]i, -rwQro««p p*rtH 
14000' 

17. NO. Or iCMH »MIONl» 
WO * H » W»ll- 320 

2a SOU IT Ok CASH TOUUI 
Rotary 

Jl. tuvuamU <Satw wkttetr Of. BT, OX, «*«.) 
3470' GR 

22. Jtrrvu. M » woax m i T ' 
A p r i l 25, 2000 

ssr PKOPOSXO CASINO AND CEMENTING PROGRAM 

«ai or i t n 
17 1/2" 
12 1/4" 
8 3/4" 

6 1/8" 

uAM*aoro««M 

H-40 13 3/8" 
K-55 9 5/8 
8-95 4 P-110 7 

8-95 4 1/2 

waioHi ri * root 
48.0 
40.0 
26.0 

13.5 

SSTOXO DCrTK 

650' 
5000' 

5C0 sx to circulate 
1450 sx to circulate 

11800' 
14000' 

800 sx to TOC 9 6000' 
250 sx (circ to liner top) 

wa propose to drill eo a depth sufficient to teat tha Morrow formation for gaa. Xf 
productive, a 4 1/2" liner will be run to TO. If non-productive, the well will be 
plusgad and abandoned in a manner consistent with Federal Regulations. Specific 
programs aa per Onshore oil and Gas Order Mo. 1 are outlined in the following attachmentss 

Drilling Program 
Sxhibit A - Operations Plan 
Exhibit 8 - BOP and Choke Schaaatic 5-M 
Exhibit 3(A) - BOP and Choke Schematic 10-M 
Exhibit C - Drilling Fluid Program 
Exhibit s - Auxiliary Equipment 

Exhibit E - Topo Map at Location 
Exhibit F - Map Showing Existing Wells 
Exhibit G - veil site Layout 
surface uae and operations Plan 

Santa Pe Snyder Corp. accepts all applicable terms, conditions, stipulations and 
restrictions cencarnirta operations conducted on tha leased land or portion thereof, as 
described above. 
Bond Coverage: Blanket Bond BLM Bond File No.: UT-C855 

IN ABOVE SPACH DCSCIUBB PROPOSED PROGRAM; If props* l« ts dupnt giv* d»l« on protnl prcductlv* COM md propotcd M« ptoduciiv* ten*. If propo»»l It la drill or 
deepen Oiiwtjanally. prfUnsnf dtU on Butuuetw (ocutctu and aumund sad tnw vcrtfal iiaptht. Give sjowoiic prevents program, it nay. 

517" 

Aaent for Santa Fe Snvder Core. 

(TbtN vpoet (ar FrOtfsJ «r SUM aSUw i w ) 

rnuiirxo.. 

coNomow or AWSDVM, t» AKYI 

Arnovtorr. •m is . EATC 

'"See; Instructions On Reverie Side 
Till* IS U.&,€..'Section'1001, nrkes it o crtms (or ony person knowingly and willfully to m*k« t» any dtpanmenl 
Unil'1'' Sf»te« ony false, fletlH" i • or fr»u4\ile u ststemenM •• *eni»t(on, ss to toy man»-r within ||i= inrltdk' 
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Southwestern Energy 
Protection Company 

2^11 SOT rtoutlonPrtwiyl^ 

Houston, Ttxu ma 
(2t1) VttwtTM FAX: (2*1) A whilrttary of ilouftwwitBfn Energy Company 

Semuet Glenn Thompson 
8tafTLanam«i 

March 9,2000 

VIA FAX AND CERTIFIED MAIL 

Santa Fa Snydor Corporation 
550 W. Texas Kuite1330 
Midland, TX 7SI701 

Attn: Mr. Curtis D. Smith fax # 915^86-6714 

Re: 6WN Beywateh "17" Fed Com #1 
1310* FWL 4 1310* FWL 
Sac 17-23S-34E 
Laa County, NM 
Antelope* Bay II Prospect 

Gentleman: 

Sajthws stern Energy Production Company (SWN) proposes the drilling of a 
12,600" Atoka Test at the captioned location as a W/2 spacing unit According to 
Conoco Santa Fe owns an interest in Conoco s acreage in the SVW4 of Section 17. 

You will find enclosed SWN's AFE relative to the drilling of said proposed well, if 
you are interested in participation SWN will gladly forward its standard Operating 
Agreement naming SWN as Operator, hi the event you would rather farmout or sell 
please advise and SWN win negotiate. Since SWN has an interest that expires in the 
near term please consider an early response. 

If you require further information do not hesitate to contact the undersigned 
landman. 

SGTfbrl 
Mba/sgt 



United States Department of the Interior 
BUREAU OF LAND MANAGEMENT 

ROSWELL FIELD OFFICE 
2909 West Second Street 

Roswell, New Mexico 88201-2019 

IN REPLY REFER TO: 
3160 (3105.2-2) 
NK-97157 
LC-065194 

New Mexico Oii Conservation Division 
Attn: Mr David R. Catanach 
204C S. Pacheco 
Santa Fe, New Mexico 87505 

Re: NMOCD Case 12393 
Application cf Santa Fe Snyder Corporation 
for Compulsory Pooling, Lea County", New Mexico 

Dear Mr. Catanach, 

This l e t t e r i s i n reference to the above case and the Bureau of Land 
Management's regulation and policy concerning the communitization of multiple 
leases when a single federal lease car. be developed ir. conformity with 
established well spacing patterns. 

F*derai Regulation 43 CFR 3105.2-3 concerning communitizaticns cr d r i l l i n g 
agreements states the following: 

3105.2-2 Purpose 

When a lease or a portion thereof cannot be independently developed and 
operated i n conformity with an established well-spacing cr well-
development program, the authorized o f f i c e r may approve communitization 
or d r i l l i n g agreements for such lands with other lands, whether or 
not owned by the United States, upon a determination that i t i s ir. the 
public interest. Operations or production under such ar. agreement shall 
be deemed to be operations or production as to each lease committee 
thereto. 

As stated i n the regulation the objective of communitization is to provide 
for the development of separate tracts which cannot be independently developed 
cr operated i n conformity with well spacing patterns established ir. the area. 
As a general guideline communitization w i l l not be authorized when a single 
Federal lease or unleased Federal acreage car. be f u l l y developed and s t i l l 
conform to an optional (North-South or Sast-West spacing) pattern, established 
by State order. 

In certain instances the Bureau of Land Management w i l l approve a 
communitization even though the lease can be independently developed i n 
conformance with state established spacing i f adequate engineering and/or 
geological data i s presented to indicate that communitizing two or more leases 
or unleased Federal acreage w i l l result i n more e f f i c i e n t drainage of an area. 

I f you have any questions concerning t h i s matter please c a l l Alexis C. 
Swoboda, 505-627-0228. 

Sincere 

Larry D. Bray 
Assistant Field Manager 
Lands and Minerals Division 


