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1 HEARING EXAMINER: Let's c a l l Case No. 14471, 

2 the A p p l i c a t i o n of McElvain O i l and Gas Pr o p e r t i e s , Inc. 

3 f o r Compulsory Pooling, San Juan County, New Mexico. C a l l 

4 f o r appearances. 

5 MS. MUNDS-DRY: Good morning, Mr. Examiner, 

6 Ocean Munds-Dry w i t h the law f i r m of Holland and Hart, LLC 

7 here r e p r e s e n t i n g McElvain O i l and Gas Pro p e r t i e s t h i s 

8 morning, and I am prese n t i n g t h i s case by a f f i d a v i t . 

9 HEARING EXAMINER: Any other appearances? Okay. 

10 MS. MUNDS-DRY: Mr. Examiner, I'm here today t o 

11 present t h i s case by a f f i d a v i t , McElvain's a p p l i c a t i o n f o r 

12 compulsory p o o l i n g . 

13 E x h i b i t No. 1 i s the a f f i d a v i t of Rick H a r r i s 

14 who i s the landman responsible f o r knowing the st a t u s of 

15 these lands i n Section 3, Township 29 North, Range 13 West 

16 i n San Juan County. 

17 McElvain i s seeking t o pool the i n t e r e s t owners 

18 i n the south h a l f of Section 3 from the surface t o the 

19 base of the P i c t u r e d C l i f f s f ormation t o form a 320 acre 

20 spacing u n i t i n the south h a l f of the F r u i t l a n d Coal, and 

21 a 160 acre spacing u n i t i n the southeast q u a r t e r of the 

22 P i c t u r e d C l i f f s f o rmation. They i n t e n d t o dual complete 

23 t h i s w e l l . 

24 McElvain i s the working i n t e r e s t owner i n the 

2 5 south h a l f of Section 3 and plans t o dedicate the proposed 
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spacing u n i t t o i t s Ruby Well No. 2 t o a depth of 

2 approximately 1,465 f e e t . 

3 As you can see from Attachments A and B, i t 

4 l i s t s both the proposed spacing u n i t s f o r the P i c t u r e d 

5 C l i f f s and the F r u i t l a n d Coal; i t shows you the 

6 c o n f i g u r a t i o n s f o r both of those formations. 

7 Attachments C and D show you a l l of the i n t e r e s t 

8 owners i n the F r u i t l a n d Coal and the P i c t u r e d C l i f f s . I 

9 b e l i e v e the c o l o r coding on here shows those i n t e r e s t 

10 owners who have agreed t o p a r t i c i p a t e i n yellow, those 

11 i n t e r e s t owners who McElvain has been unable t o loc a t e are 

12 i n red, and the s o r t of purple c o l o r are those i n t e r e s t 

13 owners who have not reached an agreement w i t h McElvain, a 

14 v o l u n t a r y agreement w i t h McElvain. 

15 And i t lays out the name and the percentage of 

16 each of those i n t e r e s t owners th e r e . The f o l k s who are 

17 l i s t e d i n yellow, although we are not seeking t o pool, the 

18 f o l k s i n purple and red we are seeking t o pool t h i s 

19 morning. 

20 McElvain has conducted a d i l i g e n t search t o 

21 l o c a t e those i n t e r e s t owners where we do not have an 

22 address, and Mr. H a r r i s l i s t s f o r you h i s g o o d - f a i t h 

23 e f f o r t s t o locaite them i n c l u d i n g searches of the I n t e r n e t , 

24 searches of county records, and searching the Lexis/Nexis 

25 data base. 
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1 The other i n t e r e s t owners have been located but 

2 have not yet reached a v o l u n t a r y agreement w i t h McElvain 

3 despite numerous o f f e r s t o e i t h e r lease or s e l l t h e i r 

4 mineral r i g h t s t o McElvain. 

5 This i s i n an area of Farmington, so i t ' s a very 

6 populated area so there are many, many i n t e r e s t owners. 

7 And McElvain has been undergoing e f f o r t s t o t r y t o gain 

8 t h e i r v o l u n t a r y p a r t i c i p a t i o n since 2006. And Mr. H a r r i s 

9 o u t l i n e s t h a t i n more d e t a i l f o r you. 

10 Attachment E i s the AFE f o r the w e l l showing dry 

11 hole costs of $500,200 and a completed w e l l cost of 

12 $1,089,500. McElvain proposed overhead charges of $6,000 

13 per month w h i l e d r i l l i n g , and $600 per month while 

14 producing. 

15 And A f f i d a v i t F i s the a f f i d a v i t of p u b l i c a t i o n 

16 as i t was published i n the San Juan County paper and also 

17 includes our n o t i c e l e t t e r t o a l l i n t e r e s t owners. 

18 E x h i b i t A includes a l l the p a r t i e s t h a t we 

19 n o t i f i e d . And at the end, of course, i s the green card 

2 0 showing evidence of the m a i l i n g . 

21 With t h a t , Mr. H a r r i s i n d i c a t e s i n h i s a f f i d a v i t 

22 t h a t the approval of t h i s a p p l i c a t i o n w i l l avoid the 

23 d r i l l i n g of unnecessary w e l l s , w i l l prevent waste, and 

24 w i l l p r o t e c t c o r r e l a t i v e r i g h t s and w i l l a l l ow McElvain 

25 and the other i n t e r e s t owners i n the south h a l f of Section 

PAUL BACA PROFESSIONAL COURT REPORTERS 
cfa92ea2-bbfd-4387-8cc6-5e65f289c06d 



Page 6 

1 3 an o p p o r t u n i t y t o o b t a i n t h e i r j u s t and f a i r share of 

2 the o i l and gas under the subject lands. 

3 And Mr. Warnell, we would ask t h a t E x h i b i t 1 and 

4 a l l of i t s attachments be admitted i n t o evidence. 

5 HEARING EXAMINER: E x h i b i t 1 and a l l the 

6 attachments associated w i t h t h a t e x h i b i t are admitted. 

7 You say t h a t t h i s i s w i t h i n the c i t y l i m i t s ? 

8 MS. MUNDS-DRY: I t i s . And I should also 

9 probably note f o r you, Mr. Hearing Examiner, t h a t McElvain 

10 does seek t o d r i l l t h i s w e l l d u r i n g the summertime. They 

11 have worked out an agreement. There's a school near by. 

12 And the C i t y has requested t h a t they d r i l l t h i s w e l l 

13 d u r i n g the summer whi l e the c h i l d r e n are out of school. 

14 I t ' s near a park. 

15 HEARING EXAMINER: Any questions, Mr. Brooks? 

16 MR. BROOKS: I can't read t h i s Attachment F., 

17 Even w i t h my glasses. I ' d have t o have a magnifying glass 

18 too. But i t doesn't look long enough t o l i s t a l l of these 

19 people i n i t . 

20 MS. MUNDS-DRY: The a f f i d a v i t of p u b l i c a t i o n and 

21 l o c a t a b l e owners? 

22 MR. BROOKS: The copy of the p u b l i c a t i o n . 

23 MS. MUNDS-DRY: No, s i r , we do not l i s t them i n 

24 there. 

25 MR. BROOKS: Okay. Well, you know how I f e e l 
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1 about t h a t . 

2 MS. MUNDS-DRY: We do. 

3 MR. BROOKS: I have p o i n t e d out before, the 

4 r u l e s don't r e q u i r e i t , which i s probably a good reason 

5 why we shouldn't do so, but at the same time, I'm not at 

6 a l l sure i f i t wasn't ever l i t i g a t e d i f t h a t wouldn't be 

7 held t o be the way i t ought t o be. So. I w i l l a l l ow the 

8 Examiner t o make h i s own determination on t h a t . 

9 HEARING EXAMINER: Well, i f t h a t ' s going t o be a 

10 problem, I t h i n k i t very w e l l could be, we should 

11 r e p u b l i c i z e . 

12 MS. MUNDS-DRY: I f you would l i k e McElvain t o 

13 p u b l i c i z e t h i s again f o r the unlocatable i n t e r e s t owners, 

14 we can do t h a t . 

15 MR. BROOKS: Yeah. Do you have any c o n s t r a i n t s 

16 t h a t would make t h a t a hardship i n terms of timing? 

17 MS. MUNDS-DRY: Only as I mentioned, they want 

18 t o d r i l l t h i s w e l l d u r i n g the summertime. So we have a 

19 l i t t l e b i t of time. So we can r e p u b l i s h . 

20 MR. BROOKS: Okay. I t h i n k t h a t would be wise. 

21 I r e a l l y t h i n k t h a t i f somebody was t o construe our r u l e s 

22 and what c o n s t i t u t e s n o t i c e , they would tend t o take the 

23 New Mexico r u l e s of court i n t o c o n s i d e r a t i o n , and the 

24 r u l e s of court do r e q u i r e p a r t i e s being served be named i n 

25 a p u b l i c a t i o n n o t i c e . 
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1 MS. MUNDS-DRY: We can do t h a t . And t h e n we 

2 would r e q u e s t t h a t we c o n t i n u e t h i s case t o t h e June 1 0 t h 

3 d o c k e t . 

4 HEARING EXAMINER: And y o u ' l l j u s t supplement us 

5 w i t h t h a t on June 1 0 t h then? 

6 MS. MUNDS-DRY: Yes, s i r , I ' l l j u s t supplement 

7 w i t h a new a f f i d a v i t o f p u b l i c a t i o n . 

8 HEARING EXAMINER: Okay. W i t h t h a t , t h e n , Case 

9 No. 14471 w i l l be c o n t i n u e d t o t h e fcne=l-.0:feh=d©ek-e:fe^ 

10 (Whereupon, t h e p r o c e e d i n g s concluded.) 
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1 STATE OF NEW MEXICO ) 

) s s . 
2 COUNTY OF BERNALILLO ) 

4 

5 REPORTER'S CERTIFICATE 

6 

7 I , PEGGY A. SEDILLO, C e r t i f i e d Court 

8 R e p o r t e r o f t h e f i r m Paul Baca P r o f e s s i o n a l 

9 Court R e p o r t e r s do hereby c e r t i f y t h a t t h e 

10 f o r e g o i n g t r a n s c r i p t i s a complete and a c c u r a t e 

11 r e c o r d o f s a i d p r o c e e d i n g s as t h e same were 

12 r e c o r d e d by me o r under my s u p e r v i s i o n . 

13 Dated a t Albuquerque, New Mexico t h i s 

14 2 1 s t day o f May, 2010. 
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