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Crescendo Energy, LLC
1031 Andrews Highway, Suite 211
PO Box 1814 (79702)
Midland, TX  79701
Phone:	915-697-7221
Fax:	915-697-7289





Via Fax (303-763-3915) and Overnight Mail


September 29, 2000


Mr. Kent Harris
Wildhorse Energy Partners, LLC
370 Van Gordin Street
P.O. Box 281304
Lakewood, CO 80228-8304

Re:	Gathering, Processing, and Transportation Agreement between Wildhorse Energy Partners, LLC (“Wildhorse”) and Crescendo Energy, LLC (“Crescendo”) dated October 19, 1993.  San Arroyo Area, Grand County, Utah

Dear Mr. Harris:
We are in receipt of your letter dated September 27, 2000.  With that letter, Wildhorse refuses to honor Crescendo’s nomination of its October production for delivery to Northwest Pipeline (NWPL).  Instead, Wildhorse has asserted that Crescendo has no right under its gathering contract to designate the NWPL interconnect as a redelivery point.  This assertion is stated to be based upon Wildhorse’s “opinion” that while “Questar qualifies as a ‘mainline interconnection’ pipeline” under the contract, neither the CIG nor the NWPL interconnect so “qualifies.”
As expressed in your letter of September 27, Wildhorse’s “opinion” as to the meaning of its contract is based upon your desire to re-write the express terms of that contract.  Nowhere in the contract between Wildhorse and Crescendo is there any language that sets up a distinction between “direct” and “indirect” interconnects.  Nor is there any language that requires an interconnect to be limited to “a direct mainline connection” to Mesa’s originally constructed gathering system.  To the contrary, Section 3 of the contract allows Crescendo to designate as a Redelivery Point “any other connection with a mainline carrier.”  The only qualifications applicable to “any other connection” are that each such connection must be “downstream of the tailgate of the Mesa plant,” and the gas offered for delivery must be accepted by the mainline carrier.  Section 8 of the contract says the same thing:  “Mesa agrees to accept all gas delivered up to the maximum daily allowable hereunder and to redeliver the same to a mainline interconnection to the extent such gas delivered to a mainline carrier is accepted by such carrier.” (emphasis added)
Wildhorse’s decision to refuse to honor Crescendo’s October nomination for redelivery to NWPL constitutes a breach of its obligations to Crescendo under its gathering contract.
We understand that physically the molecules of gas from Crescendo’s production are being delivered to NWPL, as they have been for some time.  We further understand that Wildhorse has chosen, through swap arrangements, to transfer the benefits derived from deliveries to NWPL to other producers, for their benefit and the benefit of Wildhorse and its affiliates.  Your letter of September 27 breaches Wildhorse’s contractual duty to provide Crescendo with a “first queue” position for transportation of producer gas across its gathering system to the redelivery point of Crescendo’s choosing.  It appears that the reason that Wildhorse has chosen to breach its firm obligation to Crescendo is to benefit other producers and Wildhorse at Crescendo’s expense.
Wildhorse’s refusal to honor Crescendo’s nomination for redelivery to NWPL came unreasonably late and leaves Crescendo with only a very limited time in which to make arrangements to deliver its gas.  Since Wildhorse has unilaterally, falsely, and wrongfully decreed that Questar is the only pipeline interconnect that Crescendo may use as a redelivery point, Crescendo has nominated its October production for sale through that point.  Crescendo has done so solely to mitigate the damages caused by Wildhorse’s breach of contract, and with full reservation of rights to hold Wildhorse responsible for all revenues lost and other damages proximately caused by Wildhorse’s breach of contract.
Wildhorse’s September 27 letter contains other statements that are as incomprehensible to Crescendo as are Wildhorse’s “opinions” about the meaning of a clearly-written provision of the contract.  Specifically, we fail to understand your statement that Crescendo’s “recently expressed intent was for Wildhorse to declare ‘unprofitability’, and explore further options.”
To set the record straight, you should be advised once again that our prior discussions and correspondence with you have sought clarification from Wildhorse as to whether it intends to declare “unprofitability.”  We sought (and continue to seek) such information in order to be able to make suitable alternative plans in the event that Wildhorse chooses to make such a declaration.  Wildhorse is obligated under its contract to declare its intent in this regard as soon as it is formulated.  Wildhorse is not allowed to prejudice Crescendo’s ability to produce its wells by unreasonably delaying its “unprofitability” decision.  Our letters to you have reminded Wildhorse of its obligations in this regard, and have sought timely clarification of your position.  In no way did Crescendo express any “intent” that Wildhorse declare unprofitability under the contract amendment.
Finally, we regard your inquiries about joint development as constituting the only hopeful and potentially productive portion of your September 27 letter.  However, such discussions must be premised upon all parties performing their current obligations under the existing contract.  

We are interested in pursuing such discussions as soon as you are able to arrange to meet with us.  If you too are serious about resolving these issues, please let me know when you would like to meet to do so.


Sincerely yours,
Crescendo Energy, LLC
By:	Crescendo Energy Partners, LLC, its Managing Member



Kenneth C. Krisa, President


xc:	Carter Mathies (Wildhorse Operating Team)
	Tom Dyk (Wildhorse Operating Team)
	Pete Scherer (Wildhorse Operating Team)
	Don Opersteny (Wildhorse Operating Team)
	Steve Huckaby  (Wildhorse)
	Scott Josey (Enron North America Corp.)
	Brian Redmond (Enron North America Corp.)
	Dan Bump (Enron North America Corp.)
	Mark Whitt (Enron North America Corp.)
	Gerald Nemec (Enron North America Corp.)

