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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF McELVAIN OIL AND GAS 
PROPERTIES, INC., TO REOPEN COMPULSORY 
POOLING CASE 12,633 FOR THE LIMITED 
PURPOSE OF INCLUDING ADDITIONAL MINERAL 
INTERESTS UNDER ORDER R-l1,47l-A AND TO 
AMEND SAID ORDER TO FORM A STANDARD 
640-ACRE SPACING UNIT, RIO ARRIBA 
COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS _ 

EXAMINER HEARING rn c-> 
~X3 c~> 

cn ; • ; 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner ~, 

August 23rd, 2001 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 

Hearing Examiner, on Thursday, August 23rd, 2001, a t the 

New Mexico Energy, Minerals and Nat u r a l Resources 

Department, 1220 South Saint Francis Drive, Room 102, Santa 

Fe, New Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter 

No. 7 f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:27 a.m.: 

EXAMINER STOGNER: Let's go t o page 3. At t h i s 

time I w i l l c a l l Case Number 12,633, which i s the 

A p p l i c a t i o n of McElvain O i l and Gas P r o p e r t i e s , I n c . , t o 

reopen compulsory p o o l i n g Case Number 12,633 f o r the 

l i m i t e d purpose of i n c l u d i n g a d d i t i o n a l mineral i n t e r e s t s 

under Order Number R-ll,471-A — and I guess t h i s would 

i n c l u d e somewhat Order R-11,471 — and t o amend t h i s order 

t o form a standard 640-acre spacing u n i t i n Rio A r r i b a 

County, New Mexico. 

At t h i s time c a l l f o r appearances. 

MR. FELDEWERT: Mr. Examiner, my name i s Michael 

Feldewert w i t h the law f i r m of Holland and Hart and 

Campbell and Carr, f o r the A p p l i c a n t i n t h i s case, McElvain 

O i l and Gas P r o p e r t i e s , Inc., and I have one witness today. 

EXAMINER STOGNER: Any other appearances? 

W i l l the witness please stand t o be sworn? 

(Thereupon, the witness was sworn.) 

MONA L. BINION. 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

her oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. FELDEWERT: 

Q. Ms. Bini o n , would you please s t a t e your f u l l name 
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and address f o r the record? 

A. Mona Bini o n , 4824 Prospect, L i t t l e t o n , Colorado, 

80123. 

Q. And by whom are you employed and i n what 

capacity? 

A. McElvain O i l and Gas P r o p e r t i e s , I n c . , land 

manager. 

Q. And have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n and had your c r e d e n t i a l s as an expert i n petroleum 

land matters accepted and made a matter of p u b l i c record? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n t h a t ' s been 

f i l e d by McElvain i n t h i s case? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h the s t a t u s of the lands 

i n the s u b j e c t area? 

A. Yes, I am. 

MR. FELDEWERT: Mr. Examiner, are the witness's 

q u a l i f i c a t i o n s acceptable? 

EXAMINER STOGNER: They are. 

Q. (By Mr. Feldewert) Would you b r i e f l y e x p l a i n t o 

the Examiner what McElvain seeks w i t h t h i s A p p l i c a t i o n ? 

A. McElvain seeks t o reopen Case Number 12,633 f o r 

the l i m i t e d purposes of i n c l u d i n g a d d i t i o n a l working 

i n t e r e s t owners under Order Number R-ll,471-A, and we seek 

STEVEN T. BRENNER, CCR 
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t o amend Order R-ll,471-A t o form a 640-acre spacing u n i t 

comprising a l l of Section 4, Township 25 North, Range 2 

West, t o be dedicated t o McElvain 1s e x i s t i n g Cougar Com 

Well 4 Number 2A. 

Q. Why don't you — I s McElvain E x h i b i t Number 1 

Order Number R-11,471, which was entered by the D i v i s i o n on 

October 13th, 2000? 

A. I t h i n k — I s i t October 13th? I thought i t was 

December 10th. 

MR. FELDEWERT: Hold on one minute. I may have 

p u l l e d up the wrong order, Mr. Examiner — 

THE WITNESS: I t h i n k the hearing was — 

MR. FELDEWERT: — hol d on one second. 

EXAMINER STOGNER: I f you're r e f e r r i n g t o Order 

Number R-ll,471-A, t h a t was heard on A p r i l 5 t h , and an 

order was released on Ju l y 10th; i s t h i s the one? 

THE WITNESS: No, he's t a l k i n g about the o r i g i n a l 

11,471 — 

EXAMINER STOGNER: Oh, the o r i g i n a l — 

MR. FELDEWERT: You know, I'm l o o k i n g here a t — 

I f you look, Mr. Examiner, I have Order 11,471 marked as 

McElvain E x h i b i t Number 1, and i t looks l i k e i t was entered 

on October 13th, 2000. 

EXAMINER STOGNER: I ' l l accept t h a t . 

Q. (By Mr. Feldewert) I s t h a t — And i s t h i s the 
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order t h a t formed a 320-acre spacing u n i t f o r the west h a l f 

of Section 4? 

A. That's c o r r e c t . 

Q. Okay. Then i s McElvain E x h i b i t Number 2 Order 

R-ll,471-A, which was entered on J u l y 10th, 2001? 

A. That's r i g h t . 

Q. And d i d i t dedicate the west h a l f 320-acre 

spacing u n i t t h a t was formed by R-11,471 t o your Cougar Com 

4 Well Number 2A? 

A. That's c o r r e c t . 

MR. FELDEWERT: I would note, Mr. Examiner, i t 

looks l i k e Order R-ll,471-A may con t a i n an i n c o r r e c t date 

f o r Order R-11,471. That's what threw me here t h i s 

morning. 

Q. (By Mr. Feldewert) Would you then, having those 

two orders set aside, would you i d e n t i f y f o r the Examiner 

which a d d i t i o n a l working i n t e r e s t you now seek t o inc l u d e 

under Order R-ll,471-A? 

A. We seek t o include the i n t e r e s t s of Noseco 

Corporation and Neumann Family Trust t o o r i g i n a l Order 

Number R-ll,471-A, dedicated t o the McElvain Cougar Com 4 

Number 2A w e l l . 

Q. Okay, would you t u r n t o McElvain E x h i b i t Number 3 

and i d e n t i f y t h a t f o r the Examiner, please? 

A. McElvain E x h i b i t Number 3 i s a combined 

STEVEN T. 
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r e p r e s e n t a t i o n of leasehold, working i n t e r e s t ownership f o r 

both t h e west h a l f 320-acre spacing u n i t t h a t was covered 

under the order R-ll,471-A and also shows the combined 

working i n t e r e s t leasehold ownership i n a l l of Section 4, 

r e p r e s e n t i n g the same depths on both l i s t s of ownerships, 

which the depths were the o r i g i n a l depths covered under the 

west h a l f . 

Q. Okay, does t h i s e x h i b i t show the i n t e r e s t s of 

Noseco Corporation and the Neumann Family Trust? 

A. That's c o r r e c t . 

Q. Those are the two working i n t e r e s t owners t h a t 

you seek t o include now under Order R-ll,471-A? 

A. That's c o r r e c t . 

Q. A l l r i g h t . You also show the s t a t u s of the other 

working i n t e r e s t owners i n t h i s 640-acre u n i t , c o r r e c t ? 

A. That's c o r r e c t . 

Q. You show down here Huntington Walker as being 

v o l u n t a r i l y committed t o the 320-acre spacing u n i t only. 

Would you e x p l a i n t h a t , please? 

A. I t ' s the c u r r e n t s t a t u s of the Hunt Walker 

i n t e r e s t c u r r e n t l y owned. They have executed an o p e r a t i n g 

agreement and d i d p a r t i c i p a t e w i t h McElvain i n the o r i g i n a l 

d r i l l i n g of the w e l l and t o the Dakota f o r m a t i o n , and we 

a n t i c i p a t e they w i l l execute the amendment t o the o p e r a t i n g 

agreement which expands the area circumference t o cover the 
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e n t i r e 640 and t h a t they w i l l p a r t i c i p a t e w i t h us i n the 

completion of the Gallup. We j u s t have not heard from them 

yet and have not had a chance t o c a l l them t o seek t h e i r 

e l e c t i o n , so we expect they j u s t are not t i m e l y and 

responding, but they w i l l j o i n us, and we've always been 

able t o reach v o l u n t a r y agreement w i t h them. 

Q. So a t t h i s p o i n t i n time do you seek t o include 

them i n the pool, i n the 640 acres? 

A. We intended t o go ahead and allow the name t o 

remain on the l i s t f o r f o r c e p o o l i n g , however we do i n t e n d 

t o seek t h e i r v o l u n t a r y j o i n d e r and advise the Commission 

l a t e r . 

Q. Okay. Now, why don't you e x p l a i n f o r the 

Examiner why the i n t e r e s t s of Noseco and Neumann were not 

incl u d e d i n the A p p l i c a t i o n t h a t r e s u l t e d i n Order 

R-ll,471-A? 

A. At the time the A p p l i c a t i o n was f i l e d f o r 

R-ll,471-A, McElvain understood t h a t t h e r e was a v o l u n t a r y 

agreement among the p a r t i e s f o r a farmout agreement t h a t 

had been executed w i t h McElvain t h a t included a l l of 

Section 4. These two i n t e r e s t owners now d i s p u t e t h a t 

farmout agreement, and the matter i s now before d i s t r i c t 

c o u r t , and i t ' s pending. 

Q. So you're seeking now t o pool them and i n c l u d e 

them i n the order t h a t was entered by the D i v i s i o n i n Order 

STEVEN T. BRENNER, CCR 
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11,471-A? 

A. That's c o r r e c t . 

Q. Okay. Now, would you e x p l a i n f o r the Examiner 

why McElvain also seeks t o amend Order 11,471-A t o form a 

standard 640-acre spacing u n i t comprised of a l l of Section 

4 f o r t h i s w e ll? 

A. McElvain d r i l l e d the Cougar Com 4 Number 2A w e l l 

down t o the Dakota formation, which we found was 

noncommercial f o r the Basin Dakota Gas Pool, and we now 

seek t o move uphole t o t e s t the Mancos for m a t i o n , which 

would f a l l under the Gavilan-Mancos O i l Pool under the 

Commission Rules. 

Q. I s t h a t 640-acre spacing? 

A. That's c o r r e c t . 

Q. Okay. Why don't you t u r n t o McElvain E x h i b i t 

Number 4 and j u s t b r i e f l y i d e n t i f y t h a t and review t h a t f o r 

the Examiner? 

A. McElvain E x h i b i t Number 4 i s a land p l a t which 

represents on a t r a c t basis the leasehold working i n t e r e s t 

ownership of the p a r t i e s i n a l l of Section 4 and which also 

d e p i c t s the l o c a t i o n of the Cougar Com 4 Number 2A w e l l as 

a l e g a l l o c a t i o n i n the southwest quarter of the s e c t i o n . 

Q. Does t h i s t i e i n t o your E x h i b i t Number 3? 

A. Correct. The leasehold ownership t h a t ' s 

represented i n the E x h i b i t Number 4 land p l a t has been 

STEVEN T. BRENNER, CCR 
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combined t o a 640-acre r e p r e s e n t a t i v e spacing u n i t , the 

r e s u l t s of which are depicted on E x h i b i t Number 3 under 

" A l l - 640" column. 

The combination of these same owners i n d i f f e r e n t 

percentage combinations f o r the west h a l f of Section 4, as 

you would see on the land p l a t , r e s u l t i n the combined 

i n t e r e s t s t h a t are shown i n the column "West Ha l f of the 

320". 

And i f you would, under close examination, look 

a t t h i s , t h e r e are no owners t h a t are i n the east h a l f t h a t 

are not also i n the west h a l f . I t i s the same working 

i n t e r e s t owners completely, and the i n t e r e s t between the 

west h a l f combination versus the " a l l of Section 4" [ s i c ] 

combination are very s l i g h t v a r i a t i o n s i n percentages when 

you combine the i n t e r e s t . But every p a r t y has an i n t e r e s t 

i n both scenarios. 

Q. Okay. Now, i s McElvain E x h i b i t Number 5 the 

s p e c i a l r u l e s and r e g u l a t i o n s f o r the Gavilan-Mancos O i l 

Pool? 

A. Yes, McElvain E x h i b i t Number 5 are the s p e c i a l 

r u l e s f o r the pool t h a t we seek t o t e s t , which i s the 

Gavilan-Mancos O i l Pool. 

Q. Okay, and have you reviewed Rule 4, which i s the 

w e l l - l o c a t i o n requirements under these pool r u l e s , and does 

your Cougar Com 4 Well Number 2A comply w i t h those setback 

STEVEN T. BRENNER, CCR 
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requirements? 

A. Yes, the Cougar Com 4 Number 2A w e l l i s a 

standard l o c a t i o n f o r t h i s pool, which i s described on page 

2 of the r u l e s — or page 2 of E x h i b i t 5, Rule Number 4. 

The p h y s i c a l l o c a t i o n f o r the w e l l i s 93 5 f e e t from the 

south l i n e and 835 f e e t from the west l i n e of Section 4. 

Q. Okay, i s McElvain E x h i b i t Number 6 an a f f i d a v i t 

w i t h l e t t e r s g i v i n g n o t i c e of t h i s hearing? 

A. Yes, McElvain E x h i b i t Number 6 i s the a f f i d a v i t 

v e r i f y i n g f o r the Commission t h a t n o t i c e has been given t o 

a l l p a r t i e s a f f e c t e d by t h i s hearing. 

Q. Okay, and we have r e t u r n r e c e i p t s f o r a l l p a r t i e s 

l i s t e d on E x h i b i t Number 3 except f o r Mesa Grande 

Resources, I n c . ; i s t h a t c o r r e c t ? 

A. That•s c o r r e c t . 

Q. Okay. Now, i t shows an address of 1200 Philtower 

B u i l d i n g , Tulsa, Oklahoma, 74103. Have you used t h i s 

address before t o contact Mesa Grande? 

A. Yes, I have. 

Q. And were you successful i n those e f f o r t s when you 

used t h i s address? 

A. Yes, I have. 

Q. Do you know the s t a t u s of Mesa Grande Resources, 

I n c . , today? 

A. C u r r e n t l y we don't know the s t a t u s of the 

STEVEN T. BRENNER, CCR 
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c o r p o r a t i o n c a l l e d Mesa Grande Resources, I n c . , We don't 

f i n d them l i s t e d as the — a v a l i d c o r p o r a t i o n i n the State 

of Oklahoma, which i s where we had p r e v i o u s l y seen them, so 

we're u n c e r t a i n about t h e i r l e g a l existence. 

There was also a q u i t c l a i m deed t h a t we had been 

provided t h a t was an execution of Alex P h i l l i p s , who i s the 

main p r i n c i p a l and president of Mesa Grande Resources, 

I n c . , i n t o Peter Neumann as a nominee f o r c e r t a i n p a r t i e s 

t h a t appeared t o attempt t o convey a l l r i g h t , t i t l e and 

i n t e r e s t t o Mesa Grande Resources, although i t was a 

c o n f l i c t i n g document and we couldn't r e a l l y determine i f 

t h a t a c t u a l l y took place. So i t appears t h a t they don't 

t h i n k they have an i n t e r e s t or may not have an i n t e r e s t . 

I t ' s u n c e r t a i n a t t h i s p o i n t , so.... 

Q. I s i t your opinion t h a t the g r a n t i n g of t h i s 

A p p l i c a t i o n w i l l be i n the best i n t e r e s t s of conservation, 

the p r e v e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. We do. 

Q. And what are you t r y i n g t o do w i t h t h i s 

A p p l i c a t i o n , concerning t h i s w ell? 

A. We're t r y i n g t o inco r p o r a t e a l a r g e r spacing 

p a t t e r n f o r another zone t h a t we i n t e n d t o t e s t i n the w e l l 

t h a t we had not o r i g i n a l l y a n t i c i p a t e d would warrant a 

t e s t , and we're l o o k i n g t o inco r p o r a t e i n the o r i g i n a l 

STEVEN T. BRENNER, CCR 
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p o o l i n g on the west h a l f and the — now p o o l i n g on the 

e n t i r e 64 0 two i n t e r e s t owners t h a t we had p r e v i o u s l y 

understood had v o l u n t a r i l y committed t h e i r i n t e r e s t under 

arrangement w i t h McElvain and are now d i s p u t i n g t h a t 

i n t e r e s t . 

Q. Did you, i n the d r i l l i n g of t h i s w e l l , d i d you 

have a showing of a p o t e n t i a l o i l producing zone, and t h a t 

would be the Gavilan formation? 

A. Yes, we d i d . 

Q. And are you t r y i n g t o use t h i s w e l l b o r e now t o 

t e s t t h a t formation? 

A. That's c o r r e c t . 

Q. And t r y i n g t o salvage what so f a r has been a 

noncommercial e f f o r t ? 

A. That's c o r r e c t . 

Q. A l l r i g h t . Were E x h i b i t s 1 through 6 prepared by 

you or compiled under your d i r e c t i o n and supervision? 

A. Yes, they were. 

MR. FELDEWERT: Mr. Examiner, a t t h i s time, then, 

we would move the admission i n t o evidence of McElvain 

E x h i b i t s 1 through 6. 

EXAMINER STOGNER: E x h i b i t s 1 through 6 w i l l be 

admitted i n t o evidence a t t h i s time. 

MR. FELDEWERT: That concludes my examination of 

t h i s witness. 
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EXAMINER BROOKS: Mr. Stogner? I don't t h i n k I 

have any questions. 

EXAMINER STOGNER: Just a couple of quick f o l l o w -

ups . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Why d i d n ' t McElvain include the 640 o r i g i n a l l y i n 

the i n f i l l w e l l? 

A. We've d r i l l e d q u i t e a number of w e l l s out here, 

and the Mancos formation has t y p i c a l l y not been a 

p o t e n t i a l l y good t a r g e t g e o l o g i c a l l y and from a r e s e r v o i r 

s t a n d p o i n t , because the e x i s t i n g Gavilan-Mancos pr o d u c t i o n 

i n t he area i s o l d and i t , under our r e s e r v o i r a n a l y s i s , 

was expected t o have been depleted a t t h i s l o c a t i o n . They 

would have never expected t o receive the t e s t or the 

c h a r a c t e r i s t i c s t h a t they saw as they were d r i l l i n g through 

the f o r m a t i o n l i k e they d i d . I t was a complete s u r p r i s e t o 

them. 

And they're s t i l l not c e r t a i n whether or not, 

when we a c t u a l l y open the hole i n t h a t f o r m a t i o n , whether 

or not they're not going t o f i n d i n d i c a t i o n of a r e s e r v o i r 

pressure too low t o even produce i t , t h a t i t may have j u s t 

been a quick s p u r t of good i n d i c a t i o n , and when they t e s t 

i t , i t ' s not going t o produce economically. We don't know. 

Q. Was i t a pleasant surprise? 
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A. I ' l l l e t you know a f t e r we t e s t i t . So f a r i t 

i s , but i t ' s going t o cost us money t o go i n t h e r e and t e s t 

i t , so... 

EXAMINER BROOKS: Well, given t h a t the Dakota was 

e v i d e n t l y an unpleasant s u r p r i s e . . . 

THE WITNESS: Very unpleasant. 

Q. (By Examiner Stogner) R e f e r r i n g t o E x h i b i t 

Number 3, you were t a l k i n g about the Mesa Grande Resources, 

I n c . , unable t o f i n d them. I s t h e r e any — or could you 

see i f t h e r e was — or do you know of any r e l a t i o n s h i p 

between Mesa Grande and NM&O Operating Company, also out of 

Tulsa? 

A. The only r e l a t i o n s h i p between the two i s an 

acquaintance i n p r i o r business r e l a t i o n s h i p s , and I have 

i n q u i r e d from NM&O. I've also spoken t o Mr. P h i l l i p s ' son, 

who i s Christopher P h i l l i p s , i n q u i r i n g does he know what's 

going on? And apparently Mr. Alex P h i l l i p s has not kept 

Mr. Christopher P h i l l i p s very w e l l informed about what's 

been going on w i t h t h i s company. He was s u r p r i s e d t o hear 

about t h e q u i t c l a i m deed t h a t we were informed o f . 

So we j u s t have not been able t o get t o the 

bottom of understanding t h i s . And Mr. Alex P h i l l i p s 

apparently i s up i n h i s years, he i s of i l l h e a l t h , and, 

you know, we're j u s t not c e r t a i n t h a t he r e a l l y understands 

e v e r y t h i n g t h a t ' s happening, although he does s t i l l have an 
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o f f i c e l o c a t i o n i n t h a t b u i l d i n g . He j u s t doesn't frequent 

h i s o f f i c e l i k e he used t o . And I t h i n k what happens i s , 

some days he j u s t doesn't p i c k up h i s m a i l . 

EXAMINER STOGNER: Anything f u r t h e r i n t h i s 

matter? 

MR. FELDEWERT: No, Mr. Examiner. 

EXAMINER STOGNER: Do you have anything f u r t h e r ? 

EXAMINER BROOKS: No. 

EXAMINER STOGNER: I f nobody has anything f u r t h e r 

i n t h i s matter, then Case Number 12,633 w i l l be taken under 

advisement. 

MR. FELDEWERT: Thank you. 

(Thereupon, these proceedings were concluded a t 

8:45 a.m.) 

* * * 
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