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STATE OF NEW MEXICO = -~~~ T
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISIONC ' 7 -5 /o . - 5

£

IN THE MATTER OF THE APPLICATION

OF McELVAIN OIL & GAS PROPERTIES, INC.

FOR COMPULSORY POOLING,

RIO ARRIBA COUNTY, NEW MEXICO. CASE NO. 12693

PROTEST OF APPLICATION

NOSECO Corporation (“NOSECO”), Mesa Grande Ltd., Mesa Grande Resources, Inc.,
Gavilan Dome Properties (“the Protestors”) hereby protest the above-referenced Application of
McElvain Oil & Gas Properties, Inc. (“Applicant”™) for the following reasons:

1. The property which is the covered by the Application the E/2 of Section 5, T25N,
R2W (“the Property”) and the Cougar Com 5 No. 2 Well (“Well”) are the subject of a lawsuit

now pending in Santa Fe District Court, T.H. McFElvain Oil & Gas Limited Partnership

(“McElvain”) v. Peter C. Neumann, individually, Neumann Family Trust. and NOSECO

Corporaticn; No. D-0101- CV-01-815. A true and correct copy of the Complaint is attached
hereto as Attachment 1.

2. The Santa Fe District Court has asserted jurisdiction over the Property and the
Well at the request of McElvain, the Plaintiff in that case. The Applicant is the sole general
partner of McElvain. It is not Applicant, but rather McElvain, who is the purported working
interest owner of the Property and Well which are the subject of this Application.

3. The Protestors, together with another party, the Neumann Family Trust
(“Neumann”), who was not given Notice of this proceeding, own a majority of the working
interest in the Property and Well. NOSECO and Neumann have acquired the working interests
of Mesa Grande Ltd. and Mesa Grande Resources, Inc. in the Property and Well. McElvain

alleges in its lawsuit that it has “exclusive” rights to drill the Well on the Property and,



accordingly, that NOSECO and Neumann (or any other owner) have no legal right to drill and
complete a well upon the Property. McElvain also alleges NOSECO and Neumann have
breached & contract by refusing to agree that McElvain should drill the Well. McElvain seeks to
have the District Court enforce these allegations. McElvain seeks, in effect, to have the District
Court prevent NOSECO and Neumann, as working interest owners in the Property and Well,
from exercising their statutory rights under N M.S.A. 1978 § 70-2-17(C), while at the same time
McElvain (through Applicant) is proceeding with this Application. NOSECO and Neumann
should not have to risk adverse consequences with respect to McElvain’s claims in the lawsuit as
the price for exercising their rights under the rules and regulations of the Commission in this
proceeding.

4. McElvain’s lawsuit seeks enforcement of a purported farm-in agreement in which
McElvain claims a right to acquire the working interests of NOSECO and Neumann by drilling
and completing the Cougar Com 5 Well No. 2. By proceeding with the drilling and completion
of the Well, McElvain is attempting to change the status quo of the Property covered by the
lawsuit during its pendency and ownership interests in it. In this regard, NOSECO and Neumann
have filed an Application for Preliminary Injunction to maintain the status quo, which the
District Court has not yet heard or ruled upon. A true and correct copy of Application for
Preliminary Injunction and Request for Expedited Hearing are attached hereto as Attachment 2.

5. Applicant has omitted to provide Notice to Neumann, a substantial working
interest owner in the Property, who is also a party to the pending lawsuit. Applicant is fully
aware of Neumann’s working interest ownership in the Property and Well. See, a true and
correct copy of McElvain’s letter of May 9, 2001 stating that Neumann has a working interest of

17.197813 percent according to its title records, attached hereto as Attachment 3.



6. McElvain’s claims in the District Court lawsuit impair the rights of NOSECO and
Neumann to fully participate in the proceedings related to this Application and their statutory
rights as working interest owners.

7. The Application proposes a well that is not economically justified. The 320 acres
covered by the proposed pooling spacing unit already has a producing well completed to the
Gallup/Niobrara Formation. The most logical and economical means of testing the formations to
the base of the Mesa Verde formation is to re-enter the existing well bore, which can be done at a
cost that is a fraction of Applicant’s proposed AFE. Applicant has failed to provide Protesters
with the economic data which supports its proposed expenditure of $807,335 on this Well. The
proposed drilling costs are high and Applicant has failed to provide any logs or other drilling
information which indicate that the expense of drilling is justified.

8. It is not possible for the Hearing Officer to proceed with this Application without
affecting the rights of the parties in the pending lawsuit. Decisions made by the Hearing Officer
will alter the status quo of the properties and the parties. Proceeding with the Application will
preempt the District Court’s ruling on the pending Application for Preliminary Injunction.

9. The Hearing Officer should delay any hearing on the Application until the Court
has decided the respective rights and obligations of McElvain, Neumann and NOSECO with
respect to the Property and Well.

Respectfully submitted,

WHITE, KOCH, KELLY & McCARTHY, P.A.

By: _ » o D
MARY E. WALTA
Attorneys for Protestors

Post Office Box 787

Santa Fe, New Mexico 87504-0787
(505) 982-4374

Facsimile (505) 984-8631



CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing “Profest to Application” was
mailed to the following counsel of record on this __ 47, day of July, 2001

Michael H. Feldewert, Esq.
Holland & Hart, LLP and
Campbell & Carr

Post Office Box 2208
Santa Fe, NM 87504-2208
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STATE OF NEW MEXICO
COUNTY OF R1IO ARRIBA

T.H. McELVAIN OIL & GAS LIMITED
PARTNERSHIP,

Plaintiff,
V.

PETER C. NEUMANN, individually,
NEUMANN FAMILY TRUST, and
NOSECO CORPORATION,

Defendants.

s el N e e e N e e e

Civil Action No. MMZOD//ZS!S—:

COMPLAINT FOR DECLARATORY RELIEF
AND DAMAGES

T.H McElvain Oil & Gas Limited Partnership (“McElvain”), for its complaint

against defendants Peter C. Neumann, Neumann Family Trust and Noseco Corporation

(collectively, the “Defendants™), states as follows:

THE PARTIES and VENUE

1. McElvain is a limited partnership, organized and existing under the laws of the

State of New Mexico.

2. Peter C. Neumann is an attorney, and upon information and belief, resides in or

near Reno, Nevada.

3. Neumann Family Trust is a trust. Upon information and belief, Peter C. Neumann

is trustee of the trust.

Attachment 1



4, Noseco Corporation is a corporation, organized and existing under the laws of the

state of Nevada.

5. Venue 1s proper in this Court pursuant to NMSA 1978, Section 38-3-1, since this

is an action affecting interests in real property in Rio Arriba County, New Mexico, the contract
sued upon is to be performed in Rio Arriba County, New Mexico, and the Defendants have

engaged in business in Rio Arriba County, New Mexico.

GENERAL ALLEGATIONS

6. In this action McElvain seeks to resolve conflicts between itself and the
Defendants regarding the rights, obligations and conduct of the parties under a Farmout
Agreement, dated December 5, 2000 (the “Agreement”). A copy of the Agreement is attached
hereto as Exhibit 1. Pursuant to the Agreement, the Defendants granted the exclusive right to
McElvain to perform Defendants’ obligations under certain oil and gas leases of properties
located in Rio Arriba County, New Mexico, as identified in Exhibit A, attached to the Agreement
(the “Leases”). By performing these obligations, McElvain will acquire Defendants’ rights
under the Leases, subject 1o certain rights in favor of Defendants.

7. The Defendants executed the Agreement on February 15, 2001.

8. The Agreement is a valid contract and is binding against the Defendants.

S. Defendants have advised McElvain that they do not consider themselves bound by

the Agreement and will not perform their obligations or allow McElvain to realize the benefits

McElvain bargained for thereunder.

2.



10.  More specifically, the Defendants deny McElvain has, under the Agreement, the
exclusive right 10 perform certain duties and thus acquire Defendants’ rights in the Leases and
have advised McElvain that Defendants will not permit McElvain to drill on portions of the lands
which, under the Apreement, McElvain is Jegally entitled to drill upon.

11.  The Defendants also contend that McElvain will be exposed 1o liability for
allegedly imerfering with Defendants attempts 1o sell rights in the Leases which conflict with

McElvain’s rights.

FIRST CLAIM FOR RELIEF
(Declaratory Judgment)

12.  McElvain incorporates by reference paragraphs 1 through 11 of this Complaint.

13.  An actual and justiciable case or controversy exists between McElvain and the
Defendants regarding the parties’ respective rights and obligations under the Agreement and
related rights in the Leases.

14.  The issues presented by this Complaint are ripe for determinaiion. Defendants’
wrongful conduct is continuing 1¢ occur, and there is a substantial and imminent prospect of
continuing litigation as a result.

15.  The relief requested will settle the controversy between the parties and will result
in a just and more expeditious and economical determination of the controversy between the
parties.

16.  McElvain is entitled 10 a declaration of the legal rights and obligations of
McElvain and the Defendants under the Agreement and a determination that (i) the Agreement is

a valid, binding contract and enforceable against the Defendants, (ii) Defendants have failed and
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refused to perform their duties under the Agreement, (ii1) the Defendants have no defenses for
their breaches of the Agreement and (3v) McElvain has the exclusive right to perform obligations
and acquire Defendants’ rights in the Leases, as prescribed in the Agreement.

17.  All conditions precedent to McElvain’s right to bring and maintain this claim have

occurred or otherwise been satisfied.

SECOND CLAIM FOR RELIEF
(Breach of Contract)

18.  McElvain incorporates by reference paragraphs 1 through 17 of this Complaint.

19.  The Defendants have matenally breached the Agieement by their conduct as
described herein, by among other things, denying McElvain the benefits for which it bargained in
entering into the Agreement, refusing to allow McElvain to drill upon broperties to which it is
entitled 1o drill and attempting to sell rights in the Leases free of McElvain’s rights and interests
under the agreement.

20.  As a direct result of the Defendants’ breaches, McElvain has been damaged in an
amount to be pioven at tial.

21.  All conditions precedent to McElvain’s right to bring and maintain this claim have
occurred or otherwise been satisfied.

WHEREFORE, McElvain respectfully requests this Court to enter judgment for
McElvain and against Defendants as follows:

A. Declaring that (i) the Agreement is a valid, binding contract and
enforceable against the Defendants, (ii) Defendants have failed and refused to perform

their duties under the Agreement, (iii) the Defendants have no defenses for their
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breaches of the Agreement and (iv) McElvain has the exclusive right to perform certain
oblipations and acquire Defendants’ rights in the Leases, as prescribed in the
Agreement.

B. Awarding McElvain moneyv damages, jointly and severally, against the
Defendants, for Defendants’ breaches of the Agreement, along with pre-judgment and
post-judgment interest, costs and attorneys’ fees, 1o the full extent permitted by }law.

D. Grant such other and further relief as the Court deems proper.

Dated this 22 day of April, 2000.

HOLLAND & HART LLP
And
CAMPBELL & CARR

g~
By )~ —

Michael H. Feldewert

110 North Guadalupe, P.O. Box 2208
Santa Fe, New Mexico 87504-2208
Telephone: (505) 988-4421

Fax: (505) 983-6043

DAVI1S, GRAHAM & STUBBS LLP

By:. 4 Q ‘_‘é ié@lﬁj@ ‘é}

Thomas C. Bell

1550 Seventeenth Street, #500
Denver, CO 80202
Telephone: (303) 892-9400
Fax: (303) 893-1379

Attorneys for T.H. McElvain Oil & Gas
0 Limited Partnership

-5.



@

T. B MFLVALY ONL & Gal LDOIRD PALTNELSEIP
McElvvin O & Gas Properties, Ivc,, Sole General Partaer

1080 477 STRIET. YUTTE 1870
DENVER, CoLonabo 0365

M ONAL BIMIOR, CTL THLIXYEDAE 3RB-E93.N833 1ra X0E

LARNT MARACXD Yax 302.892.0014
e meed gonabipwclviz dlidas som Crimlne 303093058
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Noseoo Corpusnon Peter (. Nevrmann, Trusee
7400 Lakeside Drive MHeurmam Family Trust
Reno, Ne¢vada £9511 O Elm Court Soree
Renn, Nevada £9201

Re:  Prepused Farmour Agraement

Lindrrh Area

Rio Armnta County, New Meaico
Geutlemien:

The purj.eee of thiz Jever i= s¢t farth the 1erme of an offer farm T, H. MeFlvain Ol & Gus
Limited Partrership (“McElvain™) 10 fannin the il and pss frderects owned or controlled by
Noseoo Corperstion, Noamzmn Femmily Trurt, Gzvilan Deme Propertes g Califomis limired
psymerchip and Jehavrer Entigy Partnership, @ Texss general pertrerthip cr their principals or
aft liztes (ccllecively referred 1w nr “WOSECO™) locatod within ny sres finthel described below,
The seners) terms offered borcin zre describe d belew in outling form sx follows:

L Dx :
“Lecsehcd Inxerest” rhall mezn any oil and gar leasehcld worlang interest now owned
or ccotrelled by NCEECO or 1c which NOSECOQ is contrectanlly entitled to in and under
the lands commined 10 this Agreemert, extluding any cvernding royalty or mineral
Iaterast

“Spacing Urc#” shall moan the goverupimmully regulaed epacing prorztion unit for a
? Y g prcing p
formation.

“Exasring Wells™ shall mesn the wells deseribed en Exhibin YA™ ag “Existing ‘Wells™
which a7¢ McEvlain operated wc-llc curremy producirg or ere sompleted and capabls of
produuing,

“Test Welis” thall mean the wells described on Exhibit “A” as “Test Wells® which are
wells that have been drilled aud are wsiting on complstion, are being drilled or plan to be
drilled in the near fiture by McFlvein under which McElvain has previously obtained
compulrary pooling spproval Som NMOCD. .

“Option Wells " shall have the mexning ascribed t2 it in IV. below,



NOSECO Corporation, et al
Deoer-ber S, 2000

Fape 2

"Porour” chall have the menning zscribed 1u 1, below.

"Orders” stall mean the zorasie New Megeo 0il and Gus Conservation Division
Cempuieory Pocling Qrders deserbed in Exhibit “A”™ hereto,

“Reserved Override™ thall be zn overriding royalty imevest reserved by NOSECO
hercundes in an wnount equal 1o the differnce between Jease burdens existing agsingt the
initrent of NOSECO assigmed 1o McElvain hercander ard twenty-thres porceat (23%),
uol 10 @ ooed a PropoTaonsle four ard cne-half percent. (4.8%)

Il Wells™ shall weur exy well located within 2 Spacing Unit for an Existing Well
drilled ot cemupleted subscquent o the effective date of thif Agresmem.

“Tirie Defecr” shall be any defect in the chuin of title 10 NOFECO Leaschold Inrerest,
including, without limnation, a prior contractual arrargemert or sbligation, whether such
2rrangement i of putlic reeord or not which mazy, in thr rez<onsble opirion of 3 prudent
operctor, mater.ally affect e right f s sncctssor 1o such NOSECO Leasshold Interess 10
Tective the reverme xnd benefits aspociated therewith.

“Tirle Opin‘on” shell menr an opinion of & licensed eniorney quslified 1o provide legal
adviee to oll and gar industry ic the Spte of New Maxice, which covers ttle 10 oil end
gas Laschold Intaest of NOSECO underlying any of the lands commitied to thia
Agrermrnl A Tide Opinior (&£ used herein) may be Bmiird te anly specific portions or
Lezsehold Intererts of NOSECO, ar o well, cx ¢ Spacing Unit, or a Tacs of land, or a
formazon.

I Existing Welln

NOSFCO Lecuebold Interest urder the Spacing Unit for the Fodering Wells has been force

pocled vrder the respective Orders represemed on Exhibit “A”

s McElvsin shel} relinguizh ite right 1¢ reccvery of revermr amounts des¢nbed in the Ordors
as 10 productien fram the Existing Wells (300%4) froor the formations subicrt w szid Orders
in liew of recovery of only cne of puch amounts (120%) as “Poyour”

« NOSECO shal deliver 10 McElvein zn sssignment of 100% of ite L casehiold bitérest in and

under the S pacing Uoht for each of the Existing Wells svbject 1 & reservation by NOSECO
of the Reserved Override .

»  Rererved Override shall be duc and pryutle apeinet preduction as follows:

* From formations sutjeel 1o Orders - Reserved Override peyzhle ax Payour, on a well
by well basig
» From formstious not subject to Orders - Reterved Ovenide psyable at date of first
production -
Infil) Welly
» Reserved Override shall be duc and pzyatle 1 date of firat production



NCSECO Corporadan, et al
Decamber 5, 2000
Page 5

M. Test Wells

NOFECO lexsebhold Interest under the Spacing Uit for some or all of the Test Welis has
teen force pocicd unger the respective Orders repiesented on Exhibit “A™

McEMvain shall relizquisk it right 1o recovery of revenue emounts deseribed in the Orders
¢ 1o produet en from the Test Welle (00%) Gom the formmztions subject to said Orders in
Ley of receipt of essiprament describted news below

Upon complction or pluggmg end skeréenment of 2 Test Well (or at elosing of this
Agrcemert if Tes1 Well{s) keve Leer compleed) NOSECO shnll deliver o McElvein an
assignment of 100% of its Levsckold Interest in ard under the Spacing Unit for cach of the
Test Wellz subject 1e & yeserwuor by NOSECO of the Reserved Ovaride

Reeerved Overnide ghall be due and peyzble 81 drie of firsy prodvetion from Test Well(s) as
{c all fonmavions under which Rexerved Qverride was rataized

V. Qption Wells

McElvain shall have the option bt not the obligetien, 10 commence the drilling of
edditonal test wells em Option Lands ov ¢p lands which would inelude a porticn of the
Option Lends witkir 2 Epacang Unit 1c cxrn NOSECO Lenseheld Interem as desoribed in
1kis TV, herein (“Option Peils™).

McEhvuin shal) netify NOSECO of =ach Option Well prior to commer cement thereaf
MeEivair shall dnll esck Option Well o 2 depth enffirient to tost the Meraverde formation,
2t minimum, hn nay, st it opucn drill same to 2 depth sufficent w test the Dalkowe
formstion ‘ o o

McElvain shall énll ne les2 than tree Option Wells cack vesr during the tenm of this
Agreement (3 year being & €5 oy peried beginning with effective duts of this Aprosment)
Urer comyletion, or plugping and ebendoameni of zn Option Well, NOSECO shall deliver
o McElvain ap astigmment of 200% of irs Lessehold Interest in snd under the respective
Sectiop cavtaining cach Opton Well drilled sobject 10 3 reservation by NOSECO of the
Reserved Override

Reserved Overnide shall be dae 2nd peyatle 21 dare of firel production from Oprion Well(g)
as tc all fonmaton uncder which Reserved Overdde was retained

Uprm expiranier: or termination of thie Agreement MoElvnin hall relinguish aad reassign m
NOSECO all Opror Land: which bad previcusly been ramed by and sssigned 10 MeElvain
hereunder which we then nar included within & Spacing Lhoit for s well drilled héreundar
whick is cspeble of producing oil or gas kydrocerbons in commercinl quantities,

V. Tifle'y

McENain shall heve the right 0 -suspend revenues purbunble 10 sny porticn of the
Rererved Override which burdens any Leasehold Interest ef NOSECO (ar pertion thereof)
wffecien by a Tile Defect as described under 3 Title Opinion cevering such Leascheld
Interagt (or portiom thereof).

McElvain shall notify NOSECO in wimog of its iment tw puspend revenuos aund aflow
NOEECO reazonztie period of ©me in which 10 cure (or assist McElvain in curing) the
zpplicable Title Defoct .
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NOSECQ Corporazion, ¢ al
Dexember 53,2000

Page 4§

Upoe receipt of evidenee a Title Defect is cared (bo McFlvair®s sutiefaction or as required
uncer 3 Title Opimicn) all reverues fusperded as & resll of such Title Drfect skall be
reless o€ snd seguited 3¢ NCSECO

NOLECO rhed) vee o> ot cfon W er3in MeDvain o i emxapt W cure ‘uUr.Ic NOSECO
Lemsehold Interest cummited berelo, NOSECO’s best effons shall imeclnde, withom
Lniwtion, provicing ell neteriuls in its perrevrion which affen or relaze w the NOSECO
Tghr comruitted 1 thiz Agreemert and which sre pot rertricied bty ceniroetaal Nmmitations,
Cost to secare Title Omnions shall be borne by McLlvain and, if eprlicsble, shall be
included in the cost 1 be yercvesed in reaching “Fryour” as defines above

V1. Mis¢eelapeona

alstine NOSECO WeliaPreduetion — Thix Agtesncnt shall ¢xclude spesifically any well
cr ojl znd gu2 procucton 1o which NOSECO currently ewns, coournls or is entited 1o all or
a porter, of s of the dme of this Agreement 11 is not the intemt of this Agreemont Fa
McElvem 1o assume any interest of NOSECO undey any oi and gas well (whether
producing o7 net) which exins st oF the dste of this Agrecinent and which is not opereted
by McE'vain Oil & Gas Froperves, Inc., or sny rrodection obizined from any cuch ol and
gas weli(s).

Deyth Livitatone, Assipimcnts c‘ehvcrc.d Lerevrder shall be timited to ecver only these
depths from the surface w the 1otal depth of the xepecive well which cams »uch
assignment(s).

Pormer Arpicvelg, Terms hercunder zxe offered by McFlvain g3 it affscis amsnng interesty
of NOFECO under Ordor ar rulject wo appioval and sccepunce of sll panieny who had
Jomd McElvain in the essurnption of the pblipstions eud tights of NOSECO force pooled
undes such Orders. “Such ether panies represent un everage of 2pproximately 30%-35%% of
the MOSECO interects assumed. The portior of all effected imterects cwned or conirclled
ty McElvein shall vensin cononitted herewrndes whether the erme ere accepred or
ayproved by all some o nooe of such otber panies.

Isnn. This Agreement sholl reroedy in foree and effect fo1 o wim of four (4) yeurs, or 2
long sr the otligstions of MeEIvata wo dnill Opr.im Wellr ix met, 25 previdad.

NOSECO Parmery, NOSECO agroes 1o use itr best efforts 1o secure joinder by the joint

lezsehold cwoers under the cil zod gas leeses comyuted by NOSECO hereunder who-
received imevests throogh anurgenients with NOSECD or Mesn Grande Resowrees, Ine.
Incemmificatigp. NOSECO sgreer to indermify and hold MeElvsin, itt sacosssors ard
es/igns harmless from any liabiliry resulting from sctions, opcrations, or condust incuned
for" perfurmed or entryed o by NOSECO prior to the dam of this Agreement which may
ffact ‘the Leseshold Imereets sssumed er 2srigned to MoElvain hereunder, including,
witt out limitaton coutractual obligutient net performed or not compleed.

Pricr Ayrcements. It is understood that this Agreement supercede and replace all prior
agreementg bepween the parties »s o ssyumption of vights and dutics for drilling,

coinpletng and producing wells and the esrring of ineress cnder e lanag commined
herato .



NOLECO Corporation, ot al

Dcc:mocx s, 2CC0
Page 5

I yew zre in agretmert te the sheve wrms cnd carditions os rejrescoted Lerein, pleasc sige in the
spece provided below znd return ene copy of thie letier 1o the urcemigned at your esrliest
pessitle cervenience. Negonated terme of this ofier is cobject to firal McElvair management
spproval apd msy be withdnwe 2t McEhnirn’s optien vpor celivery of writien notice ta
NOSECO prior wo szegptanee by NOSECO. This offer thell expue 2» of the close of business an
Decarzlber 20, 2000 If pricy wiiuen ecceprance hersuf by NOSECO ic not delivered ' McElvain,

Plesse feel free 1o call 1o disacss there termne Ffurther, i nececsary, ¢ if you hoave any guertons

veerning the ebove or arected. We cenzinly leak ferward to final conclusion of 2 farmout

anengement with yow fom in the very nemy fonure, Thank you for your consideration and
support of this request.

Very truly yours,

T.H METIvam O 4 GA2 LIMVATRD PALTNE K BITIR

Py M(Rlvain O0 & yfyuﬂ Inc, Sole Grour rsl Parine
cmna- )&7}(@-&\

Moans L. Bioien, CPL

Land Manager
MLE/Adi
£ GRYED AND ACCEPTED THIS g /4 nn'op 2001
NOEECO CORFORATICN NELUL FAN[I].Y TRUST
- T
Y: ZZZ’:(&@,&M 2L A1 JW
(Title Faw ¥ v (Title
GAVILAN DOME FROPERTIES JOHANSLN INEEGY PARTNERSHIF
3 Califorpia Bmited parterskLip 2 Texas general parmership
BY: BY;
(Tinle) (Title)



@ EXYIRNT %A

Attaches te end mere @ pen of than ceruin Farmout Offer Latter ¢:ted Decenber £, 2000 Som T
H. MaeEhvuic Oil & Gas Limited Parmership 10 NOSECO Corperstics, et al,

Existipg Wellg

Cevper Com n4-] Well TLEN-RZW, feciion 4: NE/M4

Meszverde Test ~ Preducing
Congar Com #23-1 Well TLEN-RIW, Seotion 33 SE/A4

Dahote /| Megsverds Test

Coropleied in beth = to be commingled
Elk Com #1 TiEN-RIW, Serdon 3: SW/4

Meseverse Test ~ Prodncing
ELr Com £1A TASN-RIW, Section 3: NW/4

Mc severde Tesi - Producing
Bear Com £29-1 Ta6N-R2W, Seotion 29: §E/4

Dalows / Mesaveide Test

Complmad in Dakot

To be compleed in Mepzverds sad conmwngled
Cougar Com #4-2 Well T1N-RIW, Sexction 4: NW/4

Dakota / Mezss verde Test

Drilled and Jogped, weiting on corplerion

Lo Wells

Covgar Com #4- 1A Wel) T25N-RIW, Section 4;. SE/4
. , Mezgvesde Test — re-cntry
Dalwts 40 be tostod later
Muoving on Jocetion

Ogtign Loogs
o -Sectiony 1-3¢
Township 25 North, Ranec 3 West

Sections 1-36
Yownship 2

Sectiong 12.36



FIRST JUDICIAL DISTRICT COURT
COUNTY OF SANTA FE
STATE OF NEW MEXICO

No. D-0101-CV-01-815

T.H. McELVAIN OIL & GAS LIMITED
PARNERSHIP,

Plaintiff,
Vs,
'PETER C. NEUMANN, individually,
NEUMANN FAMILY TRUST, and
NOSECO CORPORATION,
Defendants.
APPLICATION FOR PRELIMINARY INJUNCTION
The Defendants/Counterclaimants, Peter C. Neumann, individually, Neumann Family Trust and
NOSECO Corporation {*Neumann Group”), pursuant to SCRA 1-0-66.A hereby make application to
the Court for an order preliminarily enjoining the Plaintiff T.H. McElvain Oil & Gas Limited
Partnership (“McElvain”) from entering upon the property of the Defendants and drilling and
completing oil and gas wells thereon and as grounds fherefore states as follows:
1. Plaintiff McElvain commenced this suit against the Neumann Group on April 2, 2001.
McElvain asserts that the Neumann Group has entered into a written agreement with McElvain by
which McElvain has an option to acquire certain rights in oil and gas properties now owned by them.

To its Complaint, McElvain has attached a written document allegedly evidencing its clarm of an

existing agreement (hereinafter “-he Alleged Farmin”). On its face the Alleged Farmin contains an

Attachment 2



offer which expired by its terms prior to the date of its purported execution.

2. On May 1, 2001 the Neumann Group filed its Answer and Counterclaim to the
Complaint. To further demonstrate the lack of any valid agreement between McElvain and the
Neumann Group regarding the matters alleged in the Complaint, the Neumann Group attached an
entirely different written agreement executed by them prior to the date of the Alleged Farmin
(hereinafter “the Other Farmin”). Furthermore, in their Answer and Counterclaim, the Neumann
Group described the circumstances under which McElvain fraudulently obtained'their signatures on the
Alleged Farmin attached to the Complaint. Finally, the Counterclaim alleges that McElvain has been
and is engaged in a course of conduct aimed at interfering with the Neumann Group’s sale of its oil and
gas interests to a third party.

3. Notwithstanding the pendency of this litigation, on or about April 12, 2001 the
Neumann Group received notification from McElvain that it proposed to drill a well designated as the
Cougar Com #5-2 Well on Sec. 5, SE/4, T25NR2W in Rio Arriba County, New Mexico and
requesting that the 'working.intere:st owners make an election as whether to participate by payment of
their pro rata share of the drilling and completion expenses and to e‘xecute an Operating Agreement
designating McElvain as the operator of the property. McElvain stated that the estimated amount of
these expenses is $807,335. McElvain further stated that its working interest included those owned by
the Neumann Group. Subsequently, on or about May 9, 2001, the Neumann Group received a revised
notification as to this same property from McElvain relating to the same proposed well, but “revising”

the interests of the parties in the property. True and correct copies of the April 12, 2001 and May 9,

2001 letters are attached hereto as Exhibit A.



4, On Aprnil 30, 2001, the Neumann Group received notification from McElvain that it
proposed to drill a well designated s the Cougar Com #32-2 Well on Sec. 32, SE/4, T26NR2W in Rio
Arriba County, New Mexico and requesting that the working interest owners make an election as
whether to participate by payment of their pro rata share of the drilling and completion expenses and to
execute an Operating Agreement designating McElvain as the operator of the property. McElvain
stated that the estimated amount of these expenses is $996,640. McElvain further stated that its
working interest included that owned by the Neumann Group. A true and correct copy of the April 30,
2001 letter is attached hereto as Exhibit B.

5. With respect to the wells which McElvain has now proposed to drill, McElvain is
proceeding with operations under the Alleged Farmin, even though the validity of such agreement and
McElvain’s rights to drill are in dispute. Based upon the information contained in the April 12, 2001
letter, McElvain will commence its operations “mid year 2001”.

6. By McElvain’s proposed actions, McElvain will irrevocably impair the property rights
of the Neumann Group in the wells and units covered by the April 12th, April 30th and May 9th letters.

If McElvain proceeds with the drilling and completion of these wells, the following will occur:
a. Despite the litigation, McElvain will have decided the location and drilling
operations plan for all of the affected acreage, which covers 160 acres for each well.
Regardless of the cutcome of McElvain’s operations, no other working interest owner
will be permitted by New Mexico state agency regulations governing oil and gas and
existing spacing requirements to drill another well on this acreage.

b. Despite the litigation, McElvain will have expended in excess of $1.5 million in



drilling and completing the two wells. McElvain will claim it is entitled in equity to
recover these funds if ousted by the Court from this property. The Neumann Group or
their successors in interest would be seriously injured if compelled to compensate
McElvain in some equitable manner.
c. Despite this litigation, McElvain is committing the Neumann Group to participate
in these proposed drilling projects. Even if the Neumann Group prevails in this case
and the Court determines that McElvain is not entitled to the Neumann: Group’s
interests, they may nonetheleés find themselves as participants in the drilling projects.
Consequently, the Neumann Group may be obligated to pay some proportionate share
of the drilling expenses or suffer some substantial reduction in the proceeds payable to
them for not “opting” to participate. In either event, to burden the Neumann Group’s
property interests created by such financial obligations will substantially impair future
sale of their interests to a third party.
d. Despite this litigation, McElvain will have entered into an operating agreement
cover the wells in which McElvain would be the designated operator of the property.
Once designated, McElvain may not be subject to removal, creating substantial
prejudice to the Neumann Group’s pending sale of their interests to a third party.
7. McElvain’s efforts to move aggressively forward to claim the fruits of its alleged
agreement, while this dispute is periding before the Court is clearly a calculated attempt by McElvain to
change the status quo of the properties involved and thereby effectively force the results hoped for by

filing this lawsuit and asserting title to the Neumann Group’s property interests. These are to cloud the



Neumann Group’s title to their property, to preclude the sale of those interests to a third party and to
compel the Neumann Group to transfer their property interests to McElvain for consideration far less
than fair market value.

8. In determining whether to grant injunctive relief, the Court must consider a number of

factors and balance the equities and hardships to the parties. Insure New Mexico I1.C v McGanigle,

995 P.2d 1053 (N.M. App. 2000). Among those factors are: 1) the character of the interest to be
protected; 2) the relative adequacy of the injunction when compared to other remedies; 3) the interests
of third parties; 4) the practicability of granting and enforcing the order; and 5) the relative hardship to
result if the petition is either granted or denied. Id.

9. The character of the interests which the Neumann Group seeks to protect by this
Petition are real property interests. Fullerton v_Kaune 382 P.2d 529 (N.M. 1963). The Neumann
Group is at present in title and possession of these interests. Given the consequences of McElvain
proceeding with its drilling projects, injunction is the only adequate remedy. The interests of third
party buyers are also affected by McElvain’s threatened actions. There are no practical problems to
granting and enforcing preliminary injunction. Balancing the relative hardships to the parties, denying
injunctive relief would cause undue hardship to the Neumann Group, while granting the injunction |
would cause minor inconvenience to McElvain.

10.  For the reasons set forth above, McElvain should be required to maintain the stafus
quo of the disputed properties or the parties’ interests in this action during the pendency of the
litigation.

11.  Additionally, the Neumann Group is entitled to have the Court issue an order



preliminarily enjoining McElvain from causing any change of the status quo in the properties or the
parties’ property interest because a) there is a substantial likelihood of the Neumann Group’s success in
establishing that there is no farmin agreement because the parties failed to reach any agreement on the

material provisions of the farmin agreement, and b) the Neumann Group will be irrevocably and

substantially harmed if the status quo is not maintained.

WHEREFORE, for the reasons set forth above, the Neumann Group respectfully requests that
the Court issue a preliminary injunction against McElvain to maintain the status quo of the properties

and the ownership interests of the parties pending judgment in this case and such other and further

relief as the Court deems appropriate.

Respectfully submitted,

WHITE, KOCH, KELLY & McCARTHY, P.A.

]// ZM,U é/{' //%

MARY/é WALTA

Attorneys for Defendants and
Counterclaimants Peter C. Neumann, Neumann
Family Trust and NOSECO Corporation

Post Office Box 787

Santa Fe, New Mexico 87504-0787

(505) 982-4374

Facsimile (505) 984-8631




CERTIFICATE QOF SERVICE

1 hereby certify that a true and correct copy of the foregoing “Application for Preliminary
Injunction’ was mailed to the follewing counsel of record on this /+#f; day of June, 2001:

Michael H. Feldewert, Esq.
Holland & Hart, LLP and
Campbell & Carr

Post Office Box 2208
Santa Fe, NM 87504-2208

Thomas C. Bell, Esq.

Davis, Graham & Stubbs, LLP
1550 Seventeenth Street, Suite 500
Denver, CO 80202

a6 Tl

Mary E. Wj'{‘;

WWkkme_servermaryMW publicGavitan\ MATTER. 001 (McElvain v. Neumann & NOSECQ)\Pleadings\Application for Preliminary Injunction.doc
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T. H, McElvain Oil & Gas Limjted Partnership
McElvain Oj] & Gas Pro

ferties. Inc., sole General Partner
1050 17 STRLET, SUITY 130D

DENVIR, COLORADO 80265

t RONA’I&mm T ErTeees 303-¥90-0933 gXT.306
'\ wmall momabi@mca(veinolixndens ¢om FAX 303-395 0014

l Colular 303-309-20x8

JApril 12, 2001

1O WORKING INTEREST OWNERS
[$ee Attached Addresses List)

Ri:  Cougar Com #5-2 Wall Proposal
: 2

Sestion 5: SB/4

Rig Arriba Courty, New Mexioo

Fentlemen:

Elvain Oil & Gas Properties, Inc., as solo genenal partner and Operator in bebalf of T. H. McElvain Ol
-Gas Limited Partership (“McElvain”) hereby propoges the drilling of 6,200’ Mesaverde test well to be
a legal location in the SE/4 of Sectivn S, Township 25 North, Range 2 West, Rio Arriba County, New

ico,

estimated cost 1o drill and complets the wall, as proposed, is $807,335 which is derailed on the
osed McElvain Authority for Expenditiire darsd March 8, 2001. Pursuant to McElvain's review of

records roflects the ownership of the E/2 of Section § (Lots 1, 2, S/2NE/M, SE/4) as the dedicated
ion unit 10 be 8y follows: .

T.H. McElvain Oil & GAS Limited Partnership 36.201120% (%)
Mesa Grande Resources, Inc. 22.226135%
Mesa Grande Ltd. 11.865500%
Guvilan Dome Propestiss 4.690313%
Arriba Company Ltd. 0.624500%
Hooper, Kimball & Williams 3.329999%
Cherokee Operating Co. 7.634567%
Toex Pastnorship | : 3.900622%
Peteo Limited 3.900622%
Carolyn Clark Oatman 0.218620%
Warren Clark Trust 0.203369%
Testamentary Trust u/w/o Warren Clark 0.106767%
Pramier Operating Co., 0.097816%
MRending title trangfer to T. H, McElvain Oit & Ganr Limited Partnorship pureuant to individual arrangemoents with Nossoo

rparation 2.691656%, Newmenn Family Trst 4,60123%, and N\&O Operating Company 16.312593%.

breakdown of tract ownerships and recap of spacing unit totals is emcloged for your review and
ormation. An Oporating Agresment prepared on AAPL Model form §10-1982 to govern operations

EXHIBIT

fr
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|

\ To Working Interast Owners

il Cougar Com #5.2 Well

|| April 12, 2001

'!\ Prge2
|

i

\

dcross the designared spaciog unit (E/2 of Section 5) at depths from the base of the Pictured Cliffs
' formation to the base of the Mesaverde formation has beea propared and is also encloyed herswith for
your reviow and execution,

We request that you review all of the enclosed materials relative to this proposal and proceed a3 follows:

Indxma your clection r_egardizm participation on the enclosed Election Page, execute both
copics 1n the space pravided and return one to the undersigned,

If your election is to participats, algo exscute both aopics of the enclosed Authorization for
! Expenditure and return ons copy ta the undersigned alang with a summary of your well
' reporting requirsments (blank form is englosed for your conveniencs, if needed);

Executs the enalosed Operaring Agreement and extra signature page thereto, returning the
extra signature page fully executed to the undersigned

Fkiefax copizs of the oxocuted docurnents will be aceepted at:

McElvain Oil & Gas Properties, Inc.,
(303) 893-0914
Attention: Mona L. Bindon

rovided that original copies are delivered pmmpﬂy thersafler.

fElvain s an active operator in thiy cumntly drilling and completing new wells and re-entering re~
pmpleting exiating wolls as an effort to explors and develop the Mesaverde formation. At this point we

ve under contract rig(s) and aquipment which ars adequate 10 perform the proposed operation, however,
is equipment must be kept active in order to maintain contract rights for their wse. The proposed test

all described herein is dcheduled it this program to commence mid year 2001 and in light of the
umstancas and in order to avoid additional delays which could arisc from weather conditions or
asitive surfacs Testrictions, we respactfully raquest that you review and respond to this porposal at your

liost possible conveniemcs. If you have any guestions concerning this propogal, please foel free to
atact the undersigned,

yiry truly yourss,

| K. McElvain Ofl & Gas Liited Partnership
A8y McElvain Oil & Gas Properties, Inc., svle Ceneral Partner
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: b 17® Straet, Suite 1800
tver, CO 80165

fda Grande Resources, Inc.
B Philtower Bldg
i, OK 74103

g Granda Lid.
H 5* 42000
jda, OK 74103

lm Dowe Propertics
Cedarwood Drive

3! OK 74143-0984

v kmaara JwibEDIUILe

e

WORKING INTEREST OWNERS

. McElvain Ofl & Gas Limitad Partnership

MO, 332

P.d4/8
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ELECTION PAGE

Cougar Com #5-2 Well
March 29, 2001

YES, I/'We do hereby elect to parddpate in the drilling of the Cougar Com #5-2
v Well as & Mesaverde test to be located in the SE/4of Section 5, Township 25 North,
! Range 2 West, Rio Arriba County, New Mexico.
) execute and return the Operating A greement signature page
i o execure and return the Authority for Expenditure

complete and return the well reporting summary or submit your firm's
summary

NO, I/'We do bereby clect NOT to participate in the drilling of the Cougar Com #5-2

Well a5 a Mesaverde tast to be located in the SE/4of Section 5, Township 25 Narth,
Range 2 West, Rlo Arriba County, New Mexico.

As an alternative to participation, 'We hereby offer suppaort to McElvain and the
participating parties hreunder the following:

(Pleasy select one of the following if your ection is NOT to participate)

1/We hereby offer to farmout my/our working interest {n the proposed
well on mutually acceptable terms to be negotiated among the parties
and, therefore, request a proposgal of terms from McElvain; OR,

I/We bercby offer to sell my/our interast (n the proposed well as an

_alternative to participation and hereby request s proposal of gale terms
from McElvain; OR,

| U'We berby offer to execnte a mutually acceptable Operating Agreement
which shall reflect and election againgt my/our working interest as a

non-participating, non-~drilling party subject to the penalty provisions
containzd therein,

Telefas, executed docyments to
Mozx Binion
(303) 8930914
Mail qriginal exccuted docyments to
Mona Binion

McElvain Oil & Gas Properties, Inc.
1050 1 7™ Street, Suite 1800
Dauver, CO 8025658




_ Cougar Com #5-2 VieX
Workmng { Nef Ravenue Extimatss
Fi2 Secfion 5, T250-RZW _
From Base of Pictured CR{Ys fo Base of Mesaverds

Taot | 16820
Lois 1, 7. S/ANEL4 Sackon
AIA-180G :
160,20 acres
Below Baxe of PC to 15 bolow bas
of DK :
Trt2 80.00 Z
NIZSE/4 Geolben 6
N 11804 )
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. 3
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40 s 1S
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S LTD (NWEO Opersfing] | 6A45275%)  3224571%]  230140%]  0.557618% T00.0000%|_ 12499000%| 163171
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Waren Clark Trust 08{3800%| O0.X3363% —B
echamenky Trusl uimb Yyarren Gk -1 -e474e%t OI0CTETR] i
Tokb 700, 000000%]  50.030000% ] 160.po00nrk] 24 860000% | 100.000000%, 100000000 k] 1 Z49X00%] 100.000000%




AFENUMBER:

T Er L

DATE:

41272001

WmL NAME: Cougar Gom 8|
LOCATION: T2AN-mIW &EC. § G4
COUNTY RIQ ARRIAA COUNTY

"ATE NEW MEXXCQO
PROPOSED DT H: 8200

PURFCAE OF AFE;

Orlll Mesaverda test wal|

Intangible Driiling Costs;
Tanai

Faciilties

1

5

j .;i'nli'mm;’::u

By:

COMPANY!:
bY:

COMPANY:
BY:
COMPANY;
RY;

COMPANY:
xY:

COMPANY:
[ 2 8
COMPANY -
8Y:

COMPAMY:
BY:

COMPANY:
av

COMPANY:
ByY:

COMPANY:
ay:

COMPANY:
BY!:

COMPANY:
BY:

COMPANY:
BY:

" .- !.(‘l C{lj ' ﬁﬂ}l‘ ‘ i

5310150

m.i 3o 8L B T

Mosa Grende Ragoyres

Guvilan Dome Peapaitien

m Granda LTD

Arrlba Company Lig,

Hooper, Kimbuli & Willsmy

Cherokae Operuting =o.

DATR:

WORKING WNTEREET;
RDATE:

WORKING INTRREST:
DATS:

WORKING INTFREST:
DATE:

WONKING NTEREST:
CATE:
WORKING INTERYET:
DATE:

WORKING INTEREET:
DATE:

22.2268185%

A880313%

‘ 11.855%%0
07.524500‘%
—_——
8.326096%
——————
7.034587%
—

Ibex Prrtmentant: WORKING INTEMRSY: 3.9006822%
DATE:
—_—
Petoo Limited WORKING INTEAEET; 3.000422%
DATE:
Caoiyn Clark Oatman WORKING INTEREST: 0.218620%
DATE: —
Warwn Clark Trust WORKING INTEREST: U.203380%
— DATE: — |
Tedmmantty Trust uhso Warren Clarx WORKNG INTERERT: 2,1058787%
DATE:
————— ]
Pramisr Cperating Co, WORKING INTRFNS T D.087318%
DATE:
WORKING INTEREST:
DATE:
108.6000000%



W =M R IL & GAS PROPERT’ES
AUTHCRITY for EXPENDITURE

March 8,2001
Cougur Com 5 #2 DRY |¢
g OMPLETED
Drilling Intangibiea
Th!s Work & Surve,, 3,800 3,8C0
Location, Rosq, Cramagaes 30,000 30‘000
Footsge 8200  323.00/R 142,800 142 800
Daywork 27 days @ $8500/d8y 21,250 21,250
Air Corr, pnunrs 5 dayl @moomy D ST 31-;._‘.0-03 S 16000
wate Hauling 7,40 7,500
5ay,ta) Equipment 1,80¢! 1,800
Well Logging 20.00¢ 20,000
Iriling hud, s — . 5,800 5,600
Cament & Serwcu Surfnca lnlnrmedht& ' ' o ' . ié.cnd ' - 250070
Cament & Sefvices.. Plugging 10,000
Trucking & Labor 10,000 10,000
Overnesad & Superviclon 13,000 6,000
Miac Costa 12,000 1% 200
Contingancy
Tatal Drilling | 320,180 310,150
Completion intangibles
Cement & Sarvices. Production Cesing 12,800
Comptetion Unit 20 days @@ 32.300/day 50,000
Logging & Perfarating 43,000
Stimulation 180,000
- {Tool & Tank Ments! e ne y 27,000
[N B T T e L o . IRT - o
S.tpurvlmon 20 d:ys e sasuldny 13,000
\Water , 28,000
Trucking 6.000
Roustebouts/Labor 7 owys @ $2000/ny © 14,000
Specialized Toola ‘ 4,500
% Contingeney 17,350
Total Completion 8 364,350
Totnl intangibles 320,180 874,500
Tangibles 3
Casing..Surfaoe 800" 9 5/8" @ $12.801, - 7,880 7,880
Casing..Production 3750° 7° @@ $7.40M. 27 750! 27,750
Casirg.. Unit  2450' 4 %" @ 3.70M 9,088
Uner Hangar 8,600
Float Equipment 1,500 2,500
Tubing..5200° 23/8° g $2.20/1 ) e e BT ,.n,,,.“...?:.’.'“".
Wallnend 1,500 4,500
Artifical Lih 6,500
Tenks & Pita 32,200
Separter 17.800
Line Pipe & Fittings - 8,000
Total Tangibles 38,430/ 132,335
Yotal Well Cost  $358,580 $807,335
APPROVALS:
McENgIn Of & Gas Propenia@ Dute: _>/2/0)




T. H. McElvain Oil & Gas Limited Partnership

McElvain Oil & Gas Properties, Inc., sole General Partner
1050 17™ STREET, SUITE 1800

DENVER, COLORADO 80265
b A L. BINION, CPL TELEPHONE 303-393-0%13
306 .
b ManacER FAX 303-893-0914
, 4 monab@mcelvainoilsnizas.com

Cellular 303-809-2058

DXWORKING INTEREST OWNERS
Hee Attached Addressee List)

‘l by 9, 2001
Cougar Com #5-2 Well Proposal
Township 25 North, Range 2 West
Section 5: SE/4
Rio Arriba County, New Mexico

b tlemen:

¥ letter dated April 13, 2001, McElvain Oil & Gas Properties, Inc., as sole general partner and Operator
d{behalf of T. H. McElvain Oxl & Gas Limited Partnership (* McElvam") proposed the drilling of 6,200’
MEsaverde test well to be at a legal location in the SE/4 of Section 5, Township 25 North, Range 2 West,
1o Arriba County, New Mexico, known as the Cougar Com #5-2 Well. Represented in that proposal
j45 a breakdown of interests of the parties in the E/2 anticipated spacing unit, which was prepared by
y Elvain from a preliminary check of the records. We have since obtained additional title information

:; ich resulted in a change in the resulting combined interest of the parties from what was represented
bvisously. The revised interest are set forth as follows:

'\ b Revised Division of Interest
|
i
|
|

- T.H. McElvain Oil & GAS Limited Partnership 7.639471% (*)
NM&O Operating Company 12.490000%
i Noseco Corporation (or T. H: McElvain Ltd by Farmowut) 2.691118% (**).
; Neumann Family Trust (er T, H. McEvots Ltd by Farmouy 17.197813% (**)
Premier Operating Co. 3.915101%
Cherokee Operating Co. 0.000000%
Williams Production Company 0.000000%(***)
Mesa Grande Resources, Inc. 2T 326185%:
Mesa Grande Ltd. 11.865500%
Gavilan Dome Properties 4.650313% _
Arriba Company Ltd. .6245000%
Hooper, Kimball & Williams 8.3299995%
Ibex Partnership 3.900622%
Petco Limited 3.900622%
Carolyn Clark Oatman 218620%
_ Warren Clark Trust .203369%

Testamentary Trust ww/o Warren Clark 106767%




b Working Interest Owners
[bugar Com #5-2 Well

ay 9, 2001

jge 2

Pending title transfer to T. H. McElvain Oil & Gas Limited Partnership pursuant to individual arrangement with NM&O
arating Company.

Knterest shown subject 10 title dispute affecting proposed operation which is pending resolution under case filed in District
Lw'r of Rio Arriba County, New Mexico.

4)Uncertainty as to status of entitlement (o reversionary rights in favor of Williams Production Company reflected in title
Lin to one of the subject leases.

revised breakdown of tract ownerships and recap of spacing unit totals across the designated spacing
it (E/2 of Section 5) at depths from the base of the Pictured Cliffs formation to the base of the
esaverde formation is enclosed for your review and information. A revised Operating Agreement
ose-parties who previously received the complete Operating are only receiving a revised Exhibit “A”
reto enclosed herewith) and Authorizatiom for Expenditure submitted with the original April 13
oposal is also enclosed berewith for those parties who have previously received same.

- L - - D e U cihe S, 5 W, 0 o S YR o (e GE « . GRS

you_have not previously returned an election regarding participation in the proposed operatsion, we
uest that you review all of the enclosed materials relative to this proposal and proceed as follows:

¢ Indicate your clection regarding participation on the enclosed Election Page, execute both

copies in the space provided and return one to the undersigned;

If your election is to participate, also execute both copies of the enclosed Authorization for
Expenditure and return one copy to the undersigned along with a summary of your well
reporting requirements (blank form is enclosed for your convenience, if needed);

Execute the enclosed Operating Agreement and extra signature page thereto, returning the
extra signature page fully executed to the undersigned

blefax copies of the executed documents will be accepted at:

McElvain Oil & Gas Properties, Inc.
(303) 893-0914
Attention: Mona L. Binion

dovided that originai copies are delivered promptly mcrcaftcr

e respectfully request that you review and respond to this proposal at your carlicst possible
nvenience. If you have any question, please fee] free to contact the undersigned.

NEry truly yours,

H. McElvain Oil & Gas Limited Partoership
yMcElvax i} & {zas Properties, Inc., sole General Partner

-—-




WORKING INTEREST OWNERS
Cougar Com #5-2 Well

May 9, 2001
T. [¢Elvain Oil & Gas Limited Partnership Noseco Corporation
L0SRI{7™ Street, Suite 1800 7400 East Murray Drive
Dergxx; CO 80265 Reno, Nevada 85511
Med| {rande Resources, Inc. by Neumann Family Trust
131 {R4iltower Bldg ¢/o Petex C. Neumann
Tulfl]JOK 74103 P.O.Box 1170

Reno, Nevada 89504

Medl|rande Ltd, : U
6 Egst 9" Street, Suite 200 - Ibex Partnership
Tul§ [OK 74103 P. 0. Box 911
' . Breckenridge, TX 764240911
Gavilign Dome Propertics :
180f|€¢darwood Drive Petco Limited
Mo, CA 94536 P. 0. Box 911
Breckenridge, TX 76424-0911
t Company Ltd.
P ll Box 35304 Carolyn Clark Oatman
Tuig |OK 74153 ' Drawer 310
Bastrop, TX 78602
Hodiigr, Kimball & Williams, Inc.?
555Q(§auth Lewis, Suite 301 N Warren Clark Trust
Tulf |OK 74105 . . Box 73
' T Austin, TX 78767
WilRatas Production Company ’
P |Box 3102 Testamentary Trust ww/o Warren Clark
# |OK 74101 Box 1846
Austin, TX 78767
) Operating Company
9" Street, Suite 200 Premier Operating Co.
L |OK 74103 P. 0. Box 35984

Tulsa, OK 74153-0984




ELECTION PAGE
Cougar Com #5-2 Well
REVISED May 9, 2001

YES, I/'We do hereby elect to participate in the drilling of the Cougar Com #S-2

Well as a Mesaverde test to be located in the SE/4 of Section 5, Township 25 North,
Range 2 West, Rio Arriba County, New Mexico.

execute and return the Operating Agreement signature page
execute and return the Authority for Expenditure
complete and return the well reporting summary or submit your firm’s

_summary

NO, YWe do hereby elect NOT to participate in the drilling of the Cougar Com #5-2

Well as a Mesaverde test to be located in the SE/4 of Section 5, Township 25 North,
Range 2 West, Rio Arriba County, New Mexico.

As am alternative to participation, I/We hereby offer support to McElvain and the
participating paxties hreunder the following:

(Please select one of the following if your election is NOT to participate)

I/'We hereby offer to farmout my/our working interest in the proposed
well on mutually acceptable terms to be negotiated among the parties
and, therefore, request a proposal of terms from McElvain; OR,

I'We hereby offer to sell my/our interest in the proposed well as an

alternative to participation and hereby request a proposal of sale terms
from McElvain; OR,

- I/We herby offer to execute 2 mutually acceptable Operating Agreement

which shall reflect and election against my/our working interest as a

non-participating, non-drilling party subject to the penalty provisions
contained therein.

Telefax executed documents to
Mona Binion -
- (303) 893-0914

Mail original executed documents to
Mona Binion

McElvain Oil & Gas Properties, Inc.

' 1050 17" Street, Suite 1800

Denver, CO 80265



ELECTION PAGE
Cougar Com #5-2 Well
REVISED May 9, 2001

YES, I'We do hereby eiect to participate in the drilling of the Congar Com #5-2
Well as a Mesaverde test to be located in the SE/4 of Section 5, Township 25 North,
Range 2 West, Rio Arriba County, New Mexico.

execute and return the Operating Agreement signature page
execute and return the Authority for Expenditure

complete and return the well reporting summary or submit your flrm’s
summary

NO, I/We do hereby elect NOT to participate in the drilling of the Cougar Com #5-2

Well as a Mesaverde test to be located in the SE/4 of Section 5, Township 25 Noxth,
Range 2 West, Rio Arriba County, New Mexico.

As an alternative to participation, I/'We hereby offer support to McElvain and the
participating parties hreunder the following:

(Please select one of the following if your election is NOT to participate)

I/We hereby offer to farmout my/our working interest in the proposed
well on mutually acceptable terms to be negotiated among the parties
and, therefore, request a proposal of terms from McElvain; OR, '

I/We hereby offer to sell my/our interest in the proposed well as an

alternative to participation and hereby request 2 proposal of sale terms
from McElvain; OR,

I/We herby offer to execute a mutually acceptable Operating Agreement
which shall reflect and election against my/our working interest as a

non-participating, non-drilling party subject to the penalty provisions
contained therein.

Telefax executed documents to
. Mona Binion -

(303) 893-0914

Mail origrinal executed documents to
Mona Binion
- McElvain Oil & Gas Properties, Inc.
1050 17 Street, Suite 1800
Denver, CO 80265
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411272001

WEll  NAME: Cougar Com #5-2 Waell
Loclttion: T25N-R2W SEC. 5: E/2
COUNTY RIO ARRIBA COUNTY
STARH NEW MEXICO
PROFXJSED DEPTH: TD 6200

PURRLISE OF AFE: Drlll Mesaverde Tast Wall

7
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Intang|blo Dnlhng Costs: ' $31o 150
Tangible Drilling Costs $38,430
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Intangible Completion Costs: $364,350
Tangibe Completion Costs: $94,405

Facilities
Land, Geological, Geophysical, Prospect

COMPANY:
: BY:

COMPANY:

BY:

COMPANY:
BY:

ICOMPANY:
BY;

ICOMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

FOMPANY:
BY:

! R i i e
T. H. McEvian Qil & Gas Ltd, WCRKING INTEREST: 7.639471%
By: McElvain Oll & Gas Properties Inc., General Partner
DATE:
NM&O, Operating Company WORKING INTEREST: 12.490000%
DATE:
Mesa Grande Resources, Inc. WORKING INTEREST: 22.226185%
DATE:
Mesa Grande, LTD. WORKING INTEREST: 11.865500%
. DATE:
Gavilan Dome Properties WORKING INTEREST: 4.690313%
DATE:
Noseco Corporation WORKING INTEREST: 2,691118%
DATE:
or
T. H. McElvain LTD (by Famout) DATE:
Neumann Famlly Trust WORKING INTEREST: 17.197813%
DATE:
or
T. H. McElvain LTD ( by Farmout) DATE:

Couga
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~s
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|
! COMPANY: Premisr Operating Ca. WORKING INTEREST: 3.915101%
BY: DATE:
COMPANY: Arrlba Company, LTD WORKING INTEREST: 0.624500%
H BY: DATE:
COMPANY: Hooper, Kimball & Willlams, In¢. WORKING INTEREST: 8.329998%
; BY: DATE:
COMPANY: Ibex Partnarship WORKING INTEREST: 3.900622%
| BY: DATE:
COMPANY: Petco Limited WORKINQ INTEREST: 3.900622%
BY: DATE:
COMPANY: Caralyn Clark Oatman WORKING INTEREST: 0.218620%
BY: DATE:
COMPANY: Warren Clark Trust WORKING INTEREST: 0.203369%
BY: DATE:
COMPANY:  Testamentary Trust umio W. Clark WORKING INTEREST: 0.106767%
BY: DATE;
COMPANY: WORKING INTEREST:
BY: DATE:
GCOMPANY: WORKINQ INTEREST:
BY: DATE:
COMPANY: WORKING INTEREST;
BY: DATE:
COMPANY: WORKING INTEREST:
BY: : DATE:
COMPANY: WORKING INTEREST:
BY: DATE:
ICOMPANY; WORKING INTEREST:
BY: DATE:
COMPANY: WORKING INTEREST:
RY: - ) DATE:
COMPANY: WORKING INTEREST:
BY: DATE:
| COMPANY: WORKING INTEREST:
BY: DATE:
EOMPANY: WORKING INTEREST:
BY: DATE:
; COMPANY: WORKING INTEREST:
BY: DATE:
I EOMPANY: WORKING INTEREST:
BY: DATE:
COMPANY: WORKING INTEREST:
BY: DATE:
| FOMPANY: WORKING INTEREST:
| BY: DATE: '
TOTAL 100.000000%
Cougar@id AFE 2




T. H. McElvain Oil & Gas Limited Partnership
McElvain Oil & Gas Properties, Inc., sole General Partner
1050 17™ STREET, SUITE 1800
DENVER, COLORADO 80265

MONA L. BINION, CPL
LAND MANAGER.
e-meil monabi@nicelvainoilandgas,com

TELEPHONE 303-893-0933 £X71.306
Fax303-893-0914
Cellular 303-809-2058

e ——

April 30, 2001

TO WORKING INTEREST OWNERS
(See Attached Addressee List)

- Re: Cougar Com #32-2 Well Proposal
Township 26 North, Ranpe 2 West
Section 32: SE/4 .

Rio Arriba County, New Mexico

Gentlemen:

McElvain Oil & Gas Properties, Inc., as sole general partner and Operator in behalf of T. H. McElvain Oil
& Gas Limited Partnership (“McElvain”) hereby proposes the drilling of a Dakota/Mesaverde test well to

be at a legal location in the SE/4 of Section 32, Township 26 North, Range 2 West, Rio Arriba County,
New Mexico.

The estimated cost to drill and complete the well, as proposed, is $996,640 which is detailed on the

enclosed McElvain Authority for Expenditure. Pursuant to McElvain’s review of the records reflects the
ownership of the S/2 of Section 32 as the dedicated proration unit to be as follows:

T.H. McElvain Oil & Gas Limited Partnership 34.213877% (¥)
T.H. McElvain Oil & Gas Limited Partnership / Noseco Corporation . 12.688938% (**)
T.H. McElvain Oil & Gas Limited Partnership / Neumann Family Trust 10.047855% (**)

Cougar Capital LLC 6.842776%
James Raymond _ © 5.263674%
Pena Blanca Corp. 2.631836%
Big Snowy Exploration Ltd 2.631836%
Joe Elledge 1.052735%
Mesa Grande Resources, Inc, 3.426522%
Gavilan Dome Properties _ 8.114013%
Johansen Energy Partnership .585938%
Dugan Production Corporation 12.500000%
Williams Production Company 0.000000%(***)

(*)Interests shown includes direct leasehold of party plus propartionate share of 2.636734% interest of NM&O Operatmg
Company assumed under individual farmout arrangement to McElvain, et al.

(**)Interest shown subject to title dispute affecting proposed operation which is pending resolution under case filed in District
Court of Rio Arriba County, New Mexico.

(***)Uncertainty as to status of entitlement to reversionary rights in ﬁ:vor of Williams Production Company reflected in title
chain to one of the subject leases.

EXHIBIT




To Working lnterest Owners
Cougar Com #32-2 Well
April 30, 2001

Page 2

A breakdown of tract ownerships and recap of spacing unit totals is enclosed for your review and
mnformation. An Operating Agreement prepared on AAPL Model form 610-1982 to govern operations
across the designated spacing unit at depths from the base of the Pictured Cliffs formation to the base of
the Dakota formation has been prepared and is also enclosed herewith for your review and execution.

We request that you review all of the enclosed materials relative to this proposal and proceed as follows:

» Indicate your election regarding participation on the enclosed Election Page, execute both
copies in the space provided and return one to the undersigned;

.. » If your election is to participate, also execute both copies of the enclosed Authorization for
Expenditure and return one copy to the undersigned along with a summary of your well
reporting requirements (blank form is enclosed for your convenience, if needed);

) Execupe the enclosed Operating Agreement and extra signature page thereto, returning the
extra signature page fully executed to the undersigned ‘

Telefax copies of the executed documents will be accepted at:

McElvain Oil & Gas Properties, Inc.
(303) 893-0914
Attention: Mona L. Binion

provided that original copies are delivered promptly thereafter.

1

The proposed test well described herein is scheduled in this program to commence mid year 2001 and in
light of the circumstances and in order to avoid additional delays which could arise from weather
conditions or sensitive surface restrictions, we respectfully request that you review and respond to this
proposal at your earliest possible convenience. If you have any questions concerning this proposal, please

feel free to contact the undersigned.

Very truly yours,

T. H. McElvain Oil & Gas Limited Partnership

By McElvaijZi/lj:fﬁs Properties, Inc., sole General Partner
gZQM

na L. Binion, CPL
Land Manager

MLB/idi

Encls.



WORKING INTEREST OWNERS
Cougar Com #32-2 Well

T.H. McElvain Oil & Gas Limited Partnership

1050 17" Street, Suite 1800
Denver, CO 80265

Cougar Capital, LLC
200 East Sunset, Suite E
El Paso, Texas 79922

James M.'Raymond
P.O.Box 291445
Kerville, TX 78029-1445

Pena Blanca Corportion
1050 17™ Street, Suite 1800
Denver, CO 80265

Big Snowy Exploration Limited Partnership
1050 17" Street, Suite 1800
Denver, CO 80265

Joe Elledge
P.O. Box 111
Farmington, NM 87401

Mesa Grande Resources, Inc.
1318 Philtower Bidg
Tulsa, OK 74103

Gavilan Dome Properties
1800 Cedarwood Drive
Moraga, CA 943356

Johansen Energy Partnership
P. 0. Box 1773
Witefish, MT 56937

Dugan Production Corporation
709 East Murray Drive
Farmington, NM 87499

Noseco Corporation
7400 Lakeside Drive
Reno, Nevada 89511

Peter C. Neumann, Trustee
Neumann Family Trust

-One Elm Court Street

Reno, Nevada 89501

Williams Production Company
P. 0. Box 3102
Tulsa, OK 74101



ELECTION PAGE
Cougar Com #32-2 Well
April 30, 2001

YES, I/We do hereby elect to participate in the drilling of the Cougar Com #32-2
Well as a Dakota / Mesaverde test to be located in the SE/4 of Section 32, Township
26 North, Range 2 West, Rio Arriba County, New Mexico.

execute and return the Operating Agreement signature page
execute and return the Authority for Expenditure

complete and return the well reporting summary or submit your firm’s
summary

NO, I/We do hereby elect NOT to participate in the drilling of the Cougar Com #32-
2 Well as a Dakota /| Mesaverde test to be located in the SE/4 of Section 32,
Township 26 North, Range 2 West, Rio Arriba County, New Mexico.

As an alternative to participation, I/We hereby offer support to MLElv‘\m and the
participating parties hreunder the following:

(Please select one of the following if your election is NOT to participate)

I/We hereby offer to farmout my/our working interest in the proposed
well on murually acceptable terms to be negotiated among the parties
and, therefore, request a proposal of terms from McElvain; OR,

I/We hereby offer to sell my/our interest in the proposed well as an

alternative to participation and, hereby request a proposal of sale terms
from McElvain; OR,

I/'We herby offer to execute a mutually acceptable Operating Agreement
which shall reflect and election against my/our working interest as a
non-participating, non-drilling party subject to the penalty provisions

- contained therein,

Telefax executed documents to
Mona Binion
(303) 893-0914

Mail original executed documents to
Mona Binion '
McElvain Oil & Gas Properties, Inc.
1050 17™ Street, Suite 1800
Denver, CO 80265




ELECTION PAGE
Cougar Com #32-2 Well
April 30, 2001

YES, I/We do hereby elect to participate in the drilling of the Cougar Com #32-2
Well as a Dakota / Mesaverde test to be located in the SE/4 of Section 32, Township
26 North, Range 2 West, Rio Arriba County, New Mexico.

o execute and return the Operating Agreement signature puge
o execute and return the Authority for Expenditure

o complete and return the well reporting summary or submit your firm’s
summary

NO, I/We do hereby elect NOT to participate in the drilling of the Cougar Com #32-
2 Well as a Dakota / Mesaverde test to be located in the SE/4 of Section 32,
Township 26 North, Range 2 West, Rio Arriba County, New Mexico.

As an alternative to participation, I/We hereby offer support to McElvain and the
participating parties hreunder the following:

(Please select one of the following if your election is NOT to participate)

1I/We hereby offer to farmout my/our working interest in the proposed
well on mutually acceptable terms to be negotiated among the parties
and, therefore, request a proposal of terms from McElvain; OR,

I/We hereby offer to sell my/our ‘interest in the proposed well as an

alternative to participation and hereby request a proposal of sale terms
from McElvain; OR, '

I/'We herby offer to execute a mutually acceptable Operating Apreement
which shall reflect and election against my/our working intcrest as a

non-participating, non-drilling party subject to the penalty provisions
contained therein.

Telefax executed documents to -
Mona Binion
(303) 893-0914

Mail original executed documents to
Mona Binion
McElvain Oil & Gas Properties, Inc.
1050 17" Street, Suite 1800
Denver, CO 80265




Tract 1

SW Section 32

NM-97827

160 acres / 320 acres {50%)

Township 26 North, Range 2 West

Cougar #32-2
SE/4 of Section 32

S/2 of Section 32

Tract 2
SE Section 32
NM-01806
160 acres / 320 acres (50%) -
Tract 1 Tract 2 Totals
Owner interest Source Wi TPF Wi Wi TPF WI Interest Company

T. H. McElvain Oil & Gas Limited Ptshp Direct 65.00000%| 32.500000% 32.500000%

(NM&O Farmout) 3.427754% 1.713877% 1.713877%| 34.213877%
T. H. McElvain Qil & Gas / Noseco Corp. Direct 25.377878% 12.688938%) 12.688938% 12.688938%
T. H. McElvain Oil & Gas/Neumann Family Tr. Direct 20.08571C0% 10.047855%| 10.047855%] 10.047855%
Cougar Capital, LLC Direct 13.00000% 6.500000% . 6.500000% .

(NM&O Farmout) 0.685551% 0.342776% 0.342776% 6.842776%
James Raymond Direct 10.00000% 5.000000% 5.000000%

(NM&O Farmout) : 0.527347% $.263674% 0.263674% 5.263674%
Pena Blanca Direct 5.00000% 2.500000% 2.500000%

(NM&O Farmout) 0.263672% 0.131836% 0.131836% 2.631836%
Big Snowy Exp Direct 5.00000% 2.500000% , 2.500000%

(NM&O Farmout) ) 0.263673% 0.131836% 0.131836% 2.631836%
Joe Elledge Direct 2.00000% 1.000000% . 1.000000%

(NM&O Farmout) 0.105465% 0.052735% 0.052735% 1.052735%
Gavilan Dome Direct 16.228027% 8.114013% 8.114013% 8.114013%
Mesa Grande Resources, Inc. Direct 6.853043% 3.426522% 3.426522% 3.426522%
Johansen Energy Direct 1.171875% 0.585938% 0.585938% 0.585938%

Direct 25.0000C% 12.500000%| 12.500000%| 12.500000%

Ougan Production

Totals

100.000000%

50.000000%

100.000000%

50.000000%

100.000000%

100.000000%




FIRST JUDICIAL DISTRICT COURT
COUNTY OF RIO ARRIBA
STATE OF NEW MEXICO

No. D-0101-CV-01-815

T.H. McELVAIN OIL & GAS LIMITED
PARNERSHIP,

Plaintiff,
Vs.
PETER C. NEUMANDN, individually,
NEUMANN FAMILY TRUST, and
NOSECO CORPORATION,

Defendants.
REQIIEST FOR EXPEDITED HEARING

1. Jury X_ Non-Jury

2. Judge to whom assigned: The Honorable James A. Hall

3. Disqualified Judges: N/A
4. Specific matter(s) to be heard: Application for Preliminary Injunction
5. Estimated time for hearing all parties and witnesses: ~ One (1) Hour.

6. Date pretrial order was filed or date of pretrial conference: N/A
7. There are not any hearings presently set; if so, when: - N/A.

8. Names, addresses and telephone numbers of all counsel or parties pro se, entitled to notice.

Michael H. Feldewert, Esq.
Holland & Hart, LLP and
Campbell & Carr

Post Office Box 2208

Santa Fe, NM 87504-2208
(505) 988-4421

Thomas C. Bell, Esq.

Davis, Graham & Stubbs, LLP
1550 Seventeenth Street, Suite 500
Denver, CO 80202

(303) 892-9400

Mary E. Walta, Esq.

White, Koch, Kelly & McCarthy, P.A.
P.O. Box 787

Santa Fe, NM 87504-0787
(505) 982-4374



Respectfully submitted,

WHITE, KOCH, KELLY & McCARTHY, P A.

2
k_/? ( /;):’ . P
By: 7/)/@ Lo G . GZL—/ZL( .

MARY E. WALTA
Attorneys for Defendants and Counterclaimants
Peter C. Neumann, Neumann Family Trust
and NOSECO Corporation
Post Office Box 787
Santa Fe, New Mexico 87504-0787
(505) 982-4374
Facsimile (505) 984-8631

CERTIFICATE QF SERVICE

I hereby certify that a true and correct copy of the foregoing “Request for Expedited
Hearing” was mailed to the following counsel of record on this 29th day of June, 2001:

Michael H. Feldewert, Esq.
Holland & Hart, LLP and
Campbell & Carr

Post Office Box 2208

Santa Fe, NM 87504-2208

Thomas C. Bell, Esq.

Davis, Graham & Stubbs, LLP
1550 Seventeenth Street, Suite 500
Denver, CO 80202

7
“/72,“/, é? S bl ez

MARY E_WALTA

N\Wkkme_server\mary\MW public\Gavilan\ MATTER 001 (McElvain v. Neumann & NOSECO)\Pleadings\Request for Expedited Hearing.doc
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T. H. McElvain Oil & Gas Limited Partnership

McElvain Oil & Gas Properties, Inc., sole General Partner
1050 17™ STREKT, SUITE 1800

DENVER, COLORADO 80265
bNA L BINION, CPL TILEPHONE 303-893-0933
Ir 306
H MANAGER FAX 303-893-0914
4if monab@mceelvpinoilandgas com Cellular 303-809-2058
Ry 9, 2001

D'WORKING INTEREST OWNERS

Het Attached Addressee List)

3 Revised Division of Interest
Cougar Com #5-2 Well Proposal

Township 25 North, Range 2 Wegt
Section 5: SE/4

Rio Ammba County, New Mexico
itlemen:

 letter dated April 13, 2001, McElvain Oil & Gas Properties, Inc., as sole general partner and Operator

|

- I w S ST —— S  A——— - G -
- — -

ei

bjtiehalf of T. H. McElvain Oil & Gas Limited Partnership (“McElvain”) proposed the drilling of 6,200

psaverde test well to be at a legal location in the SE/4 of Section 5, Township 25 North, Range 2 West,
o Arriba County, New Mexico, known as the Cougar Com #5-2 Well. Represented in that proposal
d a breakdown of interests of the parties in the E/2 anticipated spacing unit, which was prepared by
Elvain from a preliminary check of the records. We have since obtained additional title information
ich resulted in a change in the resulting combined interest of the parties from what was represented

&ﬁsously. The revised interest are set forth as follows:

- I.H. McElvain Oil & GAS Limited Partnership 7.639471% (*)
NM&O Operating Company ’ 12.490000%
Noseco Corporation (or T. H. McElvain Lid by Farmout) 2.691118% (**)
Neumanp: Family Trust (or T, H. McEivain Ltd by Farmouy) 17.197813% **)
Premier Operating Co. 3.915101%
Cherokee Operating Co. 0.000000%
Williams Production Company 0.000000%(***)
Mesa Grande Resources, Inc. 22.226185%
Mesa Grande Ltd. 11.865500%
Gavilan Dome Properties 4.690313%
Amba Company Ltd. .6245000%
Hooper, Kimball & Williams 8.329999%
Ibex Partnership 3.900622%
Petco Limited 3.900622% -
Carolyn Clark Oatman .218620%
Warren Clark Trust .203369%
Testamentary Trust ww/o Warren Clark .106767%

Attachment 3




b 'Working Interest Owners
bugar Com #5-2 Well

ay 5, 2001

H3gc 2

Pending title transfer to T. H. McElvain Oil & Gas Limited Partnership pursuant ta individual arrangement with NM&O
Ldrating Company.

*interest shown subject to title dispute affecting proposed operation which it pending resolution under case filed in District
wt of Rio Arriba County, New Mexico.

P4) Uncertainty as to status of entitlement to reversionary rights in favor of Williams Production Company reflected in litle
pin to one of the subject leases.

revised breakdown of tract ownerships and recap of spacing unit totals across the designated spacing
git (E/2 of Section 5) at depths from the base of the Pictured Cliffs formation to the base of the
esaverde formation is enclosed for your review and information. A revised Operating Agreement
hose-parties who previously received the complete Operating are only receiving a revised Exhibit “A”
eto enclosed herewith) and Authorization for Expenditure submitted with the original April 13
doposal is also enclosed herewith for those parties who have previously received same.

-+

M tou have not previously returned an election regarding participation in_the proposed operation, we
juest that you review all of the enclosed materials relative to this proposal and proceed as follows:

¢ Indicate your clection regarding participation on the enclosed Election Page, execute both
copies in the space provided and return one to the undersigned,

» If your election is to participate, also execute both copies of the enclosed Authorization for
Expenditure and return one copy to the undersigned along with a summary of your well
reporting requirements (blank form is enclosed for your convenience, if needed);

e Execute the enclosed Operating Agreement and extra signature page thereto, retumning the
extra signature page fully executed to the undersigned

$¥efax copies of the executed documents will be accepred at:

McElvain Oil & Gas Properties, Inc.
(303) 893-0914
Attention: Mona L. Binion

qovided that original copies are delivered promptly thereafter.
1 ]

e respectfully request that you review and respond to this proposal at your carliest possible
nvenience. If you have any question, please feel free to contact the undersigned.

NEry truly yours,

H. McElvain Oil & Gas Limited Partnership

y McElvain \?ﬂ & {>as Properties, Inc., sole General Partner
cNa A.
¥cna L. Binion, CPL




