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McElvain Oil & Gas Properties, Inc.

1050 17" Street, Suite 2500
Denver, CO 80265-1801

DENIAL OF APPLICATION FOR PERMIT TO DRILL, DEEPEN OR PLUG BACK

Re: McElvain Oil & Gas Properties, Inc., OGRID No. 22044
o Ruby 1, APl # 30-045-33266, San Juan County, NM,

Dear Operator:

The Qil Conservation Division (OCD) denies your application(s) for permit(s) to drill, deepen or
plug back the wells identified above because your company is out of compliance with
19.15.5.9(A) NMAC [Part 5.9(A)]. See 19.15.14.10(A) NMAC. '

Your company is out of compliance with Part 5.9(A) on the following ground(s):

XXXX Financial assurances. Your company is in violation of the financial
assurance requirements for well plugging set out in 19.15.8.9 NMAC.
See 19.15.5.9(A)(1) NMAC. Specifically, your company has not posted
the single-well financial assurances required for state or fee wells which
 have been inactive for more than two years. The wells requiring single-
well financial assurances are identified in the attached sheet.

Corrective action. Order , issued on after notice
and hearing, found your company to be in violation of an order requiring
corrective action. See 19.15.5.9(A)(2) NMAC.

Unpaid penalties. Your company has not paid the penalties assessed
against your company in , Issued on . More
than 70 days have passed since the issuance of the order assessing the
penalty. See 19.15.5.9(A)(3) NMAC.

Qil Conservation Division * 1220 South St. Francis Drive
* Santa Fe, New Mexico 87505
* Phone: (505) 476-3440 * Fax (505) 476-3462* http://www.emnrd.state.nm.us
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Inactive wells. According to the attached inactive well list, your company
has too many wells in violation of the inactive well rule (19.15.25.8
NMAC) that are not subject to an inactive well agreed compliance order.
See 19.15.5.9(A)(4) NMAC. As an operator of __ wells, your company
may have no more than __ wells in violation of the inactive well rule.
Your company has ___ wells in violation of the inactive well rule. In
addition,

| have enclosed an information sheet explaining the requirements of Part 5.9. You may re-
submit your request after your company has returned to compliance with Part 5.9.

Respectfully yours,

.

Daniel Sanchez ~—
Division Acting Director
Division Compliance and Enforcement Manager

Ec: Theresa Duran-Saenz, Legal Assistant, Santa Fe
Larry “Buddy” Hill, District 1 Supervisor
Randy Dade, District 2 Supervisor
Charlie Perrin, District 3 Supervisor
Ed Martin, District 4 Supervisor
Amy Vermersch, District 3 Compliance Officer
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Inactive Well Additional Financial Assurance Report
22044 MCELVAIN OIL AND GAS PROPERTIES INC
Total Well Count: 192
Printed On: Wednesday, February 02 2011

ocp 1nactive Required Bond Bond
Lease Unit well Last Additianal Bond Measured Bond Required Iin In

Property well Name Type ULSTR Letter APL Type Prod/Inj Due Depth Amount Now Place  Vialation
36831 ARGO #001 P E-21-30N-13W E 30-045-33325 G 99999 0
ARGO #002 P M-21-30N-13W M 30-045-35058 G 11/2010 12/01/2012 1445 6445 0
28462 BADGER 11 #00! P K-11-25N-02W K 30-039-26774 G 11/2010 12/01/2012 8230 13230 0
BADGER 11 #001A P G-11-25N-02W G 30-039-30561 G 6337 0
BADGER 11 #001B P G-11-25N-02W G 30-039-30562 G 6487 0
33338 BADGER 14 #001 P D-14-25N-02W o] 30-039-27576 G 11/2010 12/01/2012 5920 10920 0
BADGER 14 #001A P L-14-25N-02W L 30-03%9-29662 G 11/2010 12/01/2012 5844 10844 g
25520 BADGER COM 10 #001 F o K-10-25N-02W K 30-039-26400 G 11/2010 6083 0
BADGER COM 10 #001A F o 0-10-25N-02W o} 30-039-26783 G 11/2010 8262 0
BADGER COM 10 #0018 P )-10-25N-02W ] 30-039-27586 G 11/2010 12/01/2012 6053 11053 0
36165 BADGER COM 14 #002 P B-14-25N-02W B 30-039-30118 G 11/2010 12/01/2012 5901 10901 ¢]
BADGER COM 14 #002A P P-14-25N-02W P 30-039-30122 G 11/2010 12/01/2012 5867 10867 0
30848 BANSHEE #001 P E-15-25N-02W £ 30-039-24204 O 11/2010 12/01/2012 8098 13098 0
26716 BEAR 20 #001 P A-20-26N-02W A 30-039-26520 G 11/2010 12/01/2012 8300 13300 0
BEAR 20 #001A P 1-20-26N-02W 1 30-039-27518 G 11/2010 12/01/2012 6219 11219 o}
26704 BEAR COM 28 #001 F M-28-26N-02W M 30-039-26519 G 11/2010 8379 0
25588 BEAR COM 29 #001 F J-29-26N-02W 3 30-039-26402 G 11/2010 8430 0
BEAR COM 29 #002 P A-29-26N-02W A 30-039-29720 G 11/2010 12/01/2012 6272 11272 0
34842 BIG BUCKS #001 S D-16-30N-12W D 30-045-33123 G 11/2010 12/01/2012 2350 7350 0
BIG BUCKS #002 S L-16-30N-12W L 30-045-33124 G 11/2010 12/01/2012 2156 7156 0
38023 BIG GULP SwWD #001 F  L-20-30N-13W L 30-045-35043 G 99999 g
30849 BROWN #001 P N-17-25N-02W N 30-039-23466 O 11/2010 12/01/2012 8317 13317 0
BROWN #002 F 8-9 -32N-10W L 30-045-30875 G 11/2010 8185 0
20969 BROWN FEDERAL #001A F 5-9 -32N-10W 1 30-045-29472 G 11/2010 6284 0
BROWN FEDERAL #001R F 10-9 -32N-10W N 30-045-29641 G 11/2010 6250 0
37796 CAPROCK 27 STATE #001 S N-27-185-34E N 30-025-39521 O Unknown 0
300911 CARROLL CORNELL #005R F o 1-13-29N-12W A 30-045-22640 G 11/2010 1968 0
CARROLL CORNELL #006R F o 15-12-29N-12W o 30-045-34836 G Unknown 0
36455 CASSIDY #001R P H-19-29N-11W H 30-045-34273 G 11/2010 12/01/2012 1805 6805 o]
303022 CHILI AGY STATE #001 S C-16-27N-12W C 30-045-23452 G 11/2010 12/01/2012 6100 11100 0
29168 COOGAN FEDERAL #001 F 11-1-21S5-37E K  *30-025-30338 O 11/2010 7825 0
COOGAN FEDERAL #003 F  12-1-21S-37E L 30-025-30640 O 11/2010 7780 0
25034 COUGAR COM 33 #001 F o J-33-26N-02W J 30-039-26226 O 11/2010 8540 0
COUGAR COM 33 #0018 P 0-33-26N-02W (e] 30-039-29719 G 11/2010 12/01/2012 6257 11257 0
COUGAR COM 33 #001M P M-33-26N-02W M 30-039-26669 G 11/2010 12/01/2012 8398 13398 Q
COUGAR COM 33 #002 P C-33-26N-02W C 30-039-26415 G 11/2010 12/01/2012 8388 13388 0
24760 COUGAR COM 4 #001 F G4 -25N-02W G 30-039-26204 G 11/2010 6292 0
COUGAR COM 4 #001A P 1-4 -25N-02W I 30-035-24079 G 11/2010 12/01/2012 8450 13450 0
COUGAR COM 4 #002 F 4-4 -25N-02wW D 30-039-26401 G 11/2010 8343 0
COUGAR COM 4 #002A P M-4 -25N-02W M 30-039-26668 G 8435 0
28587 COYOTE 9 #002 P P-9 -25N-02W P 30-039-26785 G 11/2010 12/01/2012 6088 11088 0
28835 COYOTE COM 9 #001 F H-9-25N-02W H 30-039-26810 G 11/2010 6175 0
303023 D MILLER #001 S M-21-30N-13W M 30-045-09309 G 11/2010 12/01/2012 6063 11063 0
21150 DAVIS #001 P F-4 -26N-02W F 30-039-21988 G 11/2010 12/01/2012 6196 11196 0
DAVIS #001A F 2-4 -26N-02W B 30-039-29663 G 11/2010 6220 0
306445 DAVIS FEDERAL 03 #015 F 0-3-25N-02W e} 30-039-24044 G 11/2010 8277 0
36586 DEWEY #001 F A-19-30N-13W A 30-045-34323 G 11/2010 1565 0
DEWEY #0015 F C-19-30N-13W C 30-045-34618 G 11/2010 1715 0
DEWEY #002 F K-19-30N-13W K 30-045-32462 G 11/2010 1595 4]
. DEWEY #002S F 0-19-30N-13W (6] 30-045-34483 G 11/2010 1550 0
29117 E M ELLIOTT #006 F  G-8-215-38E G 30-025-07890 O 11/2010 7466 0
6660 ELK COM #001 F 3-3-25N-02wW C 30-039-25874 G 11/2010 6396 0
ELK COM #001A F N-3-25N-02W N 30-039-26403 G 11/2010 6172 o}
ELK COM #001B f  L-3-25N-02w L 30-039-29214 G | 11/2010 6384 Ov
ELK COM #001C F E-3 -25N-02wW E 30-039-29747 G 11/2010 6357 14}
24727 ELK COM 10 #001 P H-10-25N-02W H 30-039-2620% G 11/2010 12/01/2012 6100 11100 g
ELK COM 10 #001A T D-10-25N-02W D 30-035-26284 G 11/2010 6235 0
ELK COM 10 #0018 F  B-10-25N-G2W B 30-039-29215 G 11/2010 6098 Q
ELK COM 10 #001C F F-10-25N-02W F 30-039-29213 G 11/2010 6226 0
23816 ELK COM 34 #001 P K-34-26N-02W K 30-039-25986 G 11/2010 12/01/2012 6327 11327 0
ELK COM 34 #002 F 0-34-26N-02W (6] 30-039-29746 G 11/2010 6409 0

http://www emnrd.state. nm.us/OCD/OCDPermitting/Report/Stats/InactiveWellFinancialAss... 2/2/2011
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PRI #001S F1-12-29N-12W A 30-045-33015 G 11/2010 2057 0
PRI #002 F o 13-12-29N-12W M 30-045-32666 G  11/2010 2010 0
PR1 #002S F 10-12-29N-12W J 30-045-33013 G 11/2010 1985 0
PRI #003 F 8-11-29N-12W I 30-045-32667 G 11/2010 1960 0
PRI #004 F 4-13-29N-12W D 30-045-33014 G 11/2010 2270 0
30852 PROWLER #002 F  2-5-25N-02wW B 30-039-24116 G 11/2010 8375 0
36593 REYA #001 F A-20-30N-13W A 30-045-35112 G 1172010 1569 a
REYA #001S P D-20-30N-13W D  30-045-32846 G  11/2010 12/01/2012 1505 6505 0
REYA #002 F M-20-30N-13W M 30-045-34472 G 11/2010 1425 o
REYA #002S F 0-20-30N-13W O  30-045-34616 G  11/2010 1450 0
301791 RIDDLE #001 F 2-4 -25N-07W B 30-039-06177 G 11/2010 2304 0
303029 ROPCO FEDERAL 12 #002 F H-12-29N-13W H  30-045-29198 G  11/2010 1630 0
303030 ROPCO FEDERAL PC 12 COM #001 F  )-12-29N-13W ] 30-045-29096 G 11/2010 T 1610 0
303031 ROPCO FEE FC 7 #001 P 3-7 -29N-12W L 30-045-28818 G 11/2010 12/01/2012 1600 6600 0
34986 RUBY #001 P L-3 -29N-13W L 30-045-33266 G 11/2010 12/01/2012 1710 6710 0
RUBY #002 P P-3-29N-13W P 30-045-34986 G 11/2010 12/01/2012 1465 6465 0
34984 SADIE #001 P P-8-30N-11W P 30-045-33255 G 11/2010 12/01/2012 2130 7130 0
SADIE #002 P M-8 -30N-11W M 30-045-33299 G 11/2010 12/01/2012 2142 7142 0
301792 SALAZAR #001 F 2-19-26N-07W E 30-039-22699 G 11/2010 2687 0
SALAZAR #002 F  G-5-25N-07W G 30-039-22789 G 10/2010 2900 0
SALAZAR #003 F C-26-25N-06W C  30-039-22861 G 11/2010 3600 0
SALAZAR #008 S K-23-25N-06W K 30-039-23617 G 11/2010 12/01/2012 3476 8476 0
SALAZAR #009 F H-22-25N-06W H  30-039-23514 G 11/2010 3384 0
SALAZAR #010 F K-22-25N-06W K 30-039-23765 G 11/2010 3575 0
SALAZAR #011 P C-22-25N-06W C  30-039-23740 G 11/2010 12/01/2012 3345 8345 0
SALAZAR #012 F A-21-25N-06W A 30-039-23768 G 11/2010 3335 o}
SALAZAR #013 F F-27-25N-06W F  30-039-23875 G 11/2010 3265 0
36298 SALMON #001R P B-30-29N-11W B 30-045-34153 G 08/2010  09/01/2012 1725 6725 0
19673 SANDSTONE COM #001 F 5-34-32N-09W E 30-045-29411 G 11/2010 6286 0
SANDSTONE COM #001A F 14-34-32N-09W N 30-045-29488 G  11/2010 6213 0
SANDSTONE COM #001B F 12-34-32N-09W L 30-045-32377 G 11/2010 6240 0
301793 SCHMITZ #002 F  E-16-25N-03W E  30-039-23041 O 11/2010 8155 0
SCHMITZ #002A F  G-16-25N-03W G 30-039-23785 O 11/2010 8065 0
302081 S5COTT A #001 F o J-15-26N-06W J 30-039-06468 G 11/2010 3030 0
302082 SCOTT B #001 F 4-5-26N-06W D 30-039-06719 G  11/2010 3089 0
302083 SCOTT C #001 F L-13-26N-06W L 30-039-06479 G 11/2010 3240 0
29124 SOUTHERN UNION #001 F 2-3-29N-13W B 30-045-08854 G 11/2010 6282 0
SOUTHERN UNION #001E F E-3-29N-13W E 30-045-24136 G 11/2010 6707 0
301799 STATE COM #001 S P-2-26N-08W P 30-045-26359 G 11/2010 12/01/2012 2368 7368 0
303032 STATE GAS COM BH #001 S M-32-31IN-13W M 30-045-10077 G  11/2010 12/01/2012 6360 11360 0
303033 STATE GAS COM BQ #002 S K-32-29N-13W K 30-045-26529 G 11/2010 12/01/2012 6400 11400 9]
21011 STATELINE COM #001 F17-7 -32N-09W N ) 30-045-29464 G 11/2010 6439 0
STATELINE COM #001A F 14-7 -32N-09W I 30-045-29491 G 11/2010 6365 0
STATELINE COM #001B F 13-7 -32N-09W ] 30-045-32378 G 11/2010 8393 0
6670  THIRLAWAY #001 S G-36-24N-07W G 30-039-24180 O 11/2010 12/01/2012 5605 10605 0
301794 TURNER #001 F K-22-26N-07W K 30-039-22942 G 11/2010 2360 0
TURNER #002 F K-25-26N-07W K 30-039-22988 G 11/2010 3894 0
303034 VIERSON FEDERAL #001 F A-19-30N-13W A 30-045-09408 G 11/2010 6240 0
301795 WARREN #001 F P-15-26N-07W P 30-039-2270t G 11/2010 2263 0
WARREN #002 F P-5-25N-07W P 30-039-22790 G 11/2010 2346 0
301796 WARREN FEDERAL #003E F H-26-25N-06W H  30-039-23639 O 11/2010 7168 0
301797 WIEDEMER #001 F F-34-27N-10W F 30-045-25384 G  12/2009 2541 0
WIEDEMER #002 F A-34-27N-10W A 30-045-25397 G 11/2010 2562 0
WIEDEMER #003 F o 1-34-27N-10W 1 30-045-25385 G 11/2010 2490 (o}
WIEDEMER #004 F K-34-27N-10W K  30-045-25386 G 11/2010 2550 0
WIEDEMER #005 F o A-34-27N-10W A 30-045-29456 G  11/2010 2437 0
WIEDEMER #006 F N-34-27N-10W N 30-045-34059 G 11/2010 2540 [}
WIEDEMER #007 F F-34-27N-10W F 30-045-34056 G 11/2010 2550 0
28983 WILDFIRE SWD #001 P N-26-26N-02W N 30-039-24073 S 11/2010 12/01/2012 8605 13605 0
35260 WILDWOOD #001 P G-5-29N-13W G 30-045-33422 G 11/2010 12/01/2012 1624 6624 0
WILOWQOOD #003 F F-5-29N-13W F 30-045-34318 G 11/2010 1432 0
29178 WYLIE #001 F 4-9-215-38E N 30-025-07896 O 05/2009 4360 0
WYLIE #002 F M-9-215-38E M 30-025-07897 O 11/2010 4363 Q0
WYLIE #003 F 3-9-215-38E K 30-025-07898 S  10/2006 4359 0

WHERE Ogrid: 22044
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INFORMATION SHEET FOR PART 5.9

Oil Conservation Division (OCD) Rule 19.15.5.9 NMAC, commonliy known as “Part 5.9,” requires operators to
meet certain minimum compliance standards for the wells they already operate before they can drill, acquire,
produce or inject into additional wells. If an operator is out of compliance as defined by Part 5.9, the OCD:

e May deny registration by the operator or certain related entities. See 19.15.9.8(B) NMAC.

e May deny applications for change of operator that would transfer wells to the operator. See
19.15.9.9(C) NMAC.

e Must deny injection permits. See 19.15.26.8(A) NMAC.

e May deny APDs. See 19.15.14.10(A) NMAC.

e Must deny allowable and authorizations to transport. See 19.15.16.19(A) NMAC.

In addition, the OCD may, after notice and hearing, revoke previously issued injection permits if the operator
is out of compliance with Part 5.9. See 19.15.26.8(A) NMAC.

To stay in compliance with Part 5.9, an operator must:

e Keep current with the financial assurance requirements for well plugging. See 19.15.5.9(A)(1) NMAC.

e Comply with orders requiring corrective action. See 19.15.5.9(A)(2) NMAC.

e Pay properly assessed penalties. See 19.15.5.9(A)(3) NMAC.

e Have no more than a certain number of wells out of compliance with the inactive well rule. See
19.15.5.9(A)(4) NMAC.

FINANCIAL ASSURANCE REQUIREMENTS: The OCD’s financial assurance requirements for well plugging are
set out in 19.15.8.9 NMAC. The OCD requires all state or fee wells to be covered by a financial assurance. The
OCD does not require financial assurances for Federal or Indian wells.

The operator must either post a blanket financial assurance in the amount of $50,000 to cover its state or fee
wells, or post single-well financial assurances for each state or fee well in the amount set by the rule.

If the operator chooses to post a blanket financial assurance, it must also post single-well financial assurances
for each state or fee well that has been inactive for more than two years that has not been plugged and
released. Note that a single-well financial assurance is required even if the well is on approved temporary
abandonment status, and even if the wellbore of the well has been plugged. To check compliance with this
requirement, go to www.emnrd.state.nm.us/QCD, OCD Online, E-Permitting, Compliance, Financial Assurance.
Insert the operator name or OGRID, and hit “Get Report.” The report will list all the wells for that operator
that have not been plugged and released. Wells currently in violation of the single-well financial assurance
requirement will have a “Y” in the far right column, titied “In Violation.”

For information on how to post financial assurances, please contact OCD Financial Assurance Administrator
Dorothy Phillips, (505) 476-3461, Dorothy.phillips@state.nm.us.

CORRECTIVE ACTION REQUIREMENTS: If an operator fails to take an action required by a hearing order or an
agreed compliance order, the OCD may go to hearing to obtain a formal order finding the operator “in
violation of an order requiring corrective action.” Once such an order is issued and becomes final, the
operator will be out of compliance with Part 5.9 until that order is lifted. To lift the order, the operator must



complete the corrective action required, and file a motion to declare the order satisfied. The Oil Conservation
Division or the Oil Conservation Commission, as appropriate, may grant the motion without hearing or may set
the matter for hearing.

UNPAID PENALTIES: An operator with a penalty assessment unpaid more than 70 days after issuance of the
order assessing the penalty will be in violation of Part 5.9 until that penalty is paid. Penalties may be assessed
by the district court, or may be agreed to by the operator under an agreed compliance order entered into to
resolve a compliance action.

INACTIVE WELLS: The inactive well rule, 19.15.25.8 NMAC, requires any well that has been inactive for a
period of more than 15 months to be plugged and abandoned, placed on approved temporary abandonment
status, or returned to production or other beneficial use. An operator will be out of compliance with Part 5.9
if it has too many wells in violation of the inactive well rule; the number of non-compliant wells allowed
depends on the size of the operator. Under Part 5.9, if an operator operates:

e 1 well, it may have no wells out of compliance;

e 2 or 3 wells, it may have no more than 1 well out of compliance;

e 4 t0 100 wells, it may have no more than 2 wells out of compliance;

e 101 to 500 wells, it may have no more than 5 wells out of compliance;

e 501 to 1000 wells, it may have no more than 7 wells out of compliance; and
e 1000 or more wells, it may have no more than 10 wells out of compliance.

To check compliance with 5.9 as to inactive wells, go to www.emnrd.state.nm.us/OCD, OCD Online, E-
Permitting, Compliance, Inactive Well List. Do not change the default search terms. Insert the operator name
or OGRID, and hit “Get Report.” The report will identify the wells that -- according to OCD records -- have
been inactive for 15 months, are not on approved temporary abandonment status, do not have a plugged
wellbore, and are not subject to an inactive well agreed compliance order. For purposes of Part 5.9, if a well
appears on this list, there is a rebuttable presumption that the well is in violation of the inactive well rule. The
heading of the list will also identify the total well count for the operator, and the total number of non-
compliant inactive wells, so you can determine if the operator is in compliance with Part 5.9.

If your company has more non-compliant wells than allowed under Part 5.9, you will need to return wells to
compliance by returning them to production or other beneficial use, placing them on approved temporary
abandonment status, or plugging the wellbore. In some limited circumstances, the OCD may be willing to
enter into an inactive well agreed compliance order setting a schedule for returning the wells to compliance
and imposing sanctions if that schedule is not met. Wells covered by an inactive well agreed compliance order
are not included when calculating Part 5.9 compliance. For information on inactive well agreed compliance
orders, contact OCD Attorney Sonny Swazo at (505) 476-3463, Sonny.swazo@state.nm.us.
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