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2040 South Pacheco
Santa Fe, New Mexico 87505

Mrs. Lyn Hebert, Esq.
Division Attorney

01l Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

FIRST SUPPLEMENTAL RESPONSE TO MOTION TO DISMISS OR CONTINUE

Re:  Case 12393
Application of Santa Fe Snyder Corporation

for CWMMW, New Mexic

“10i 1Y
Re: CaséA(pending) 12"/ &
Application of Southwestetn Energy Production Company
ulsory-pooling. Lea County, New Mexico

Dear Mr. Catanach and Mrs. Hebeit

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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NMOCD Case 12393

Santa Fe Snyder Corporation’s
First Supplemental Response
-Page 2-

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 secks 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 set forth in the attached response.

»_?'!.‘:Vt“}
(/ Very’T ly yours,

W. Thomas Kellahin

cc:  James Bruce, Esq.,
Attorney for Southwestern
Santa Fe Snyder Corporation
Attn; Steve Smith
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Suite 410
110 W. Louisiana
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Apxil 7, 2000
WJA BPhX. (281) 618-4757

Scuthwegtern Boergy
Production Company
235¢ M. Sam Houmton
Parkway Fast

Suite 300

Houston, TX 77032

ATTENTION: Mr. Samuel Thompacn

Re: Gagelle Proppent
T=23-5, Real4-E
Sections 5, 8, 9, 18 aand 17
Lea County, New Mexico

Cantliomen:

This letter sets forrl the zgrxeament between Coucho Resourcen Ing.
{"Concho?) and Southwe=rtern ERergy Produdtion Comparny ("Southwastern”)
regarding the capticuned acreage. Concho and Southweacern, in consideration of
the cevsnants and promises made herein and other valuable consideration, the

raceipt and suféficien=y of which are nereby ackiowledged, hershy agree ag
follaws:

1. concho and Southweakern enteresd iate that csrtain (&) Tazm
Assianment dated Maxoh 15, 13853, recorded in Bock 8§63, Page 175
of tie Recoxds of Lea County, New Mexice, covering the w/a of
Seetion 17-235-348, V.M.,P.M., Lea County, New Mexicd, Unibed
gtates Lease Serial Number NMNM 97157 (the "§17XA"); !B} Term
Astignment dated March 15, 1999, xeceTded in Book 239, Pagm 545
of the Recozds of lLea County, New Msxico, ceveyiag the W/2 XB/a,
s3/¢ NE/4, W3, and £/2 SE/4 of Section 16, T-323-8, R-34-E,
¥.4.5.M., Lea County, MNew Mexice (the "Gi§TA"): and () Joint
Operating Agreement dated March 4, 1939, covering Sections 5, 8,
$, 1§ and 17, T-23-8, R-34-E, ¥N.M.P.M.. Lea County, NMew Mexico
(tbe "JOAY) .

2. The §16TA terminated by its own terme @R Mazch 15, 2090, as there
wag no well being drilled or atherwige producing oil or gas in
paying quantities at such dace, and dSoutshwestera therefar losc

, all right, title and interest in the landa ceoveyed thereby.
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The W/2 of Sdction 9, T=%3-5, R-34-8, 13 mnow subject o Cchars
certain Operwting Rgreament dered March 15, 1359, between Concho,
Southweptern and Phillipa Petroleun Company, and such lands azs
no langer subiect to tha JOA in any regpect.

Ae of the date harxeof, the JOM ig effective eonly as to Bectians
2, 8 and 17. and rthe B/R of Hedtion %, T-22-3. R-34~E, N.M.P.M.,
Lea County, Mew Mexico.

Withia five dayv £rom sweceipt of an executed copy of this
agreemant £zom Southweetern, Goncho will gramt to Southwestors,
in preeordable form, an axtension of the primary term of the Hi17yTA
for an addiciomal montle from Saptembexr 15, 2000, sueh that

the primary term e 51778 shall end on v 2001,
@ ““‘)" A \"'\M.\a @m__..

From aud after thé date Rersaf, but effegctive as of November 30,
1998, %he JOA szhall be doomed to Ba terminztad in all respects aw
o al)l lande otker than tha 5E/2 of Seectiom 9%, T-23-8, R-14-E.
HN.M.p.M., Lea County. NHaw Nexico, and Lis hersby amended and
modified acocezdingly.-

I£ this asgreement mests with yeur approval, please exesut: amd retwsn
on® oopy by fax and mail en or before 5:20 p.m., Daylight Saviage Time,
Frxiday, Apxil 7, 2000.

MG/ Lhe

AGREED THES > day of April. 2000:
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