
STATE OF NEW MEXICO -
DEPARTMENT OF ENERGY, MINERALS A N E ^ T - U R A L RESOURCES 

OIL CONSERVATION DIVISION 9 | ? 

IN THE MATTER OF THE APPLICATION 
OF McELVAIN OIL & GAS PROPERTIES, INC. 
FOR COMPULSORY POOLING, 
RIO ARRIBA COUNTY, NEW MEXICO. CASE NO. 12691 

PROTEST OF APPLICATION 

NOSECO Corporation ("NOSECO"), Johansen Energy Partnership, Neumann Family 

Trust ("Neumann"), and Gavilan Dome Properties ("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 S/2 of Section 32, 

T26N, R2W ("the Property") and the Cougar Com 32 No. 2 Well ("Well") are the subject of a 

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

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

Corporation; No. D-0101- CV-01-815. A true and correct copy ofthe 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 in the Property and Well, which are the subject of this Application. McElvain's 

and Applicant's interests in this Application and the pending lawsuit are one and the same. 



3. The Protestors own substantial working interests 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 would have no legal right to drill and complete a well 

upon the Property. McElvain also alleges that NOSECO and Neumann have breached a contract 

by refusing to agree that McElvain should drill the well. McElvain seeks to have the District 

Court enforce its allegations and to, in effect, 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 legal consequences with 

respect to McElvain's claims in the lawsuit as the price for exercising exercise their rights under 

the rules and regulations of the Commission in this Application proceeding. 

4. McElvain's lawsuit seeks enforcement of an alleged 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 32 No. 2 Well. By proceeding with the drilling and completion 

of the Well, McElvain is attempting to change the status quo of the properties covered by the 

lawsuit during its pendency. In this regard, NOSECO and Neumann have filed an Application 

for Preliminary Injunction in the lawsuit, which the District Court has not yet heard or ruled 

upon. A true and correct copy of the Application for Preliminary Injunction and Request for 

Expedited Hearing are attached hereto as Attachment 2. 

5. 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. 
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6. It is not possible for the Hearing Officer to proceed with this Application without 

affecting the pending lawsuit. Decisions made by the Hearing Officer will alter the status quo of 

the properties and the parties covered by the lawsuit. Proceeding with the Application will 

preempt the District Court's ruling on the pending Application for Preliminary Injunction. 

7. The Hearing Officer should delay any hearing on the Application until the District 

Court has decided the respective rights and obligations of McElvain, Neumann and NOSECO 

with respect to the Property and the Well. 

Respectfully submitted, 

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

H4 ~t€ty^^Jt^ By: 
MARY E6AVALTA 
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 "Protest to Application" was 
mailed to the following counsel of record on this £yfl\ day of July, 2001: 

Michael H. Feldewert, Esq. 
Holland & Hart, LLP and 
Campbell & Can-
Post Office Box 2208 
Santa Fe, NM 87504-2208 

MARY E. WALT A 

MW PUBLICAGAVILAN 001 \PLEASINGS\OCD\PROTEST TO APPLICATION (32-2) 
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STATE OF NEW MEXICO 
COUNTY OF RIO ARRIBA 

T.H. McELVAIN OIL & GAS LIMITED 
PARTNERSHIP, 

^ Plaintiff, 

w PETER C. NEUMANN, individually, 
CD NEUMANN FAMILY TRUST, and 
£ NOSECO CORPORATION, 

Defendants. 

Civil Action N 

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 is 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 ofthe parties under a Farmout 

Agreement, dated December 5, 2000 (the "Agreement"). A copy of the Agreement is attached 

herelo 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 to 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. 

9. 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. 



10. More specifically, the Defendants deny McElvain has, under the Agreement, the 

exclusive right to 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 Agreement, McElvain is legally entitled to drill upon. 

11. The Defendants also contend that McElvain will he exposed to liability for 

allegedly interfering with Defendants attempts to 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 legarding 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 determination. Defendants' 

wrongful conduct is continuing to 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 ofthe controversy between the 

parties. 

16. McElvain is entitled to 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, (iii) the Defendants have no defenses for 

their breaches of the Agreement and (iv) 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 materially breached the Agreement by their conduct as 

described heiein, by among other things, denying McElvain the benefits for which it bargained in 

entering into the Agieement, refusing to allow McElvain to drill upon properties to which it is 

entitled to drill and attempting to sell rights in the Leases free of McElvain's rights and interests 

under the agreement. 

20. As a direct result ofthe Defendants' breaches, McElvain has been damaged in an 

amount to be piuven at trial. 

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 



breaches ofthe Agreement and (iv) McElvain has the exclusive right to perform certain 

obligations and acquire Defendants' rights in the Leases, as prescribed in the 

Agreement. 

B Awarding McElvain money damages, jointly and severally, against the 

Defendants, for Defendants' breaches ofthe Agreement, along with pre-judgment and 

post-judgment interest, costs and attorneys' fees, to the full extent permitted by law. 

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

Dated this day of April, 2000. 

HOLLAND & HART LLP 
And 

CAMPBELL & CARR 

Michael H. Feldewert 
110 North Guadalupe, P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
Telephone: (505) 988-4421 
Fax: (505) 983-6043 

DAVIS, GRAHAM & STUBBS LLP 

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

Attorneys for T.H. McElvain Oil & Gas 
Limited Partnership 
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T. 3L IMXXL\'AX« On. & GxS LlMTJXl! PAHTKSiSBTP 

McElvoin OD A £i»s Properties', loc, Sole General Partner 
SOfcO t 7 " STWEI. 5T3TL 38 ID 

DUfvtR, CaicllADO 80*65 

r iXQ'HDM 303JSJJ3533 J o f r J U 

O l m l v 3OJ-H09-iOSB 
jaM.--TrH~a7Trnni'*irTii m "ii > -

Decanter 5,2000 

iw*L ivnoKcn. 
L A * !»J.\AC.iai 
c r.ad fnwj.b(ftJvrtl^t.-r.fH]j;^yn- lf jTB 
E T T — a - w w »• ~ ~ Ti rr 111 ?r BT - B T W ^ ••~r.-nr j r^ac 

Ncu>tec Corpursiion Petv C. Ncuranrm, Trunce 
7400 L&fcBrirlj Drive Neumann Family Trust 
lUno, NfTsda E9511 One Elm Coun Street 

Bcun, Nevada JJJiOl 

Rt: Prcposftd Famirmt A£r££Jr»fcQt 
lJbjdrr± Area 

P.io Amb a County. New Modoc 

GeuiLemea: 
Toe purj.cfe of this letrer is set forth the ifirms of an offer fiorn T. H . McElvain OU A Gus 
Limited Pajfeftship ("AlcHvaiu") tc farxniii tlie r>il and DSJS irjuerts owaed or coxnrolled by 
Notcco CarpnurJon, Neumann Family Trurt, Oivilan Dense Frojcrt'es. a California limited 
j.ST0r»mhip snd JchaiifeE Enfjgy "PtrtiLershjp. £ Texas fisnera) pertr erchip or their principals or 
arfEl«u.s (ccUeaJvtly x-rfbred K, tvE "KOStCO") looujod within lax arts further dtttcribtd below. 
TLf £tncraJ termj offered herein tic dcfnibt d beJcw jn DtitltM Icrm £JS follows: 

I . prfipjrjppg 
"LtaschcUi Jrittrtst" I'haU TLtcm any oil and gar kastlicld warldag interim tew owned 
or ccrJrcl]«3 by NOEECO cr tc -which NOSEiCO is contractually entitled to in and -wAei 
the laoid* conimiritd IO Thii Agrttrriect, ostludinj, aay overriding royalty or mineral 
interest 

"Spacing Un.'i" shall mean tlu £cvcrtii:;arr£u!ly icgulrted spacing prvTziim unit for a 
rorcoalion. 

"ExisrUtg Wells" Khali mean the vi-tllt d«crifc<s«! cn irtiutm "A" as "Existing Wells" 
-which £r« McEvlun operated wells currcmly jroducitjg or ux completed and capable of 
producing, 

"Test W.Os" shall njeajo the veils described oil Exhibit "A" as Tesrt Wells* v-aich arc 
wells thai have b*en iiriBe^ â id art -siting oa completion, arc being drilled, or plan to he 
drilled in th* tear future by MdElvtin under which MuErvtcn has previously obtained 
compulsory pcolax* spproval from NMOCD. 

"Option We lls " shall hive the rnearirixg ascribed t f . it m IV. below. 



NOSECO Corporation, etal 
Decoder 5. 2000 
Pages 

''P.Zjtvul" shsD Svelte ruenniag scribed in H, below. 

'OrdiTv" sl.aU mean the vcj-fctiD New Mfcfdco OD ntd Cri5 Conservation Division 
CcuipuJtory PocJiLg Cidta dtf cribf d ia Exhibit "A" hereto. 

"hifervtd Ovtrrids" EhaU be JJD evemdmj loyally interest reserved by NOSECO 
Kr_TuxLciei in an sTnount ĉ uaJ tc tie difference berween lease burdens existing against tke 
inltren of NOSECO £-?Signe<i to McEh*in hereof ei £rjj kvtjcjy-thrws pej-cctat (23%), 
not to caccrd a pTODcrooiiGU f>w iax cue-half percent (A. 5%) 

*7J{,fiZ/ Wtlls" shall mfisir try well lccatrd within a Spacing Unit for an Existing Well 
drilled ot completed iuhicqucnt tc the elective date of thif Agreement 

"Titit Daftct3' shaU be amy drti&ct in tit* ch&jn of title TO NOfICO Leasehold Interest, 
including; without limitation, s prioi contractjs] Jirratf emjExa or obligation, whether such 
armtig,ertjem IE cf public record oi not. whioh may. in the reasons bio opirJon of s prudent 
operator, materially affect the right cf i fUfccessox to Jticb NOSECO Leasehold Interest TO 
receive tht revenue md benefits associated thfirtwith. 

"Title Ofifx'on" stsJl mctdc an cr onion of B licensed etiorney qualified 10 pJOVidft legal 
zdv'iie tc oi.1 and g « aidurtry ic the Pete of >'cw Mexico, viich covers title to oil txid 
jai Leasehold lutciest of "NOSECO tuiderlyin^ my of the lands committfid to Unit 
AgiTTCirni- A Title Opinio** [tJ u?ed hfcftin) may be HmitrJ to only specific portions or 
Lt£*thoLd Interests of NOSECO, OJ O well, ra c Sp*ting Unit, or a traci of land, or a 
fnmiarion. 

U_ Exi-rtTng Wellj 
• NOSFCO Le&s*hoW Inrcitsi ureter the Fykcing Unit for thr Rdydng Well* haj been force 

pooled vxder the respective Order* represented: on Exhibit "A" 
• .VcElvsin sbzl! rcltoquish its right tc rec every of imimt sjncimts described in tht Oiucrs 

as ID production from tht EsaVtj&n Wells (30 CM) fren: the fofrrxriicas subject to said Orders 
in lieu of recovery of orjy ene half cf such amounts (150%) as Tayauf 

• NOSECO shaJl deliver io McEJvtin in asjignment of 100% of itr I oafithaU Interest in and 
under the Spacing Unit foi each ofthe Ejtlfting Wells fcbjact to t reservation "by NOSECO 
of the Reserved Override 

• Rat erved Override shall be due and pcy&blt sgsungt production &s follows: 
• ^Existing Wells 

• From fonnatioBj s-u eject ic tit-lets - t\cs caved Over.nde ptyablc at layout on a well 
by veil oasis 

• From fbrmfitiona not subject to Orders - Reserved Override payable at date of first 
production 

• Infill Wella 
• Rrstrvtd Override shall be dur and payable tl dale of first production 



NCSECO CorpDrarian, etal 
December 5,2000 
Page 3 

ffl. Ten Wells 
• "NOFECO leasehold fc.tm.?: under t i t Spacing Unit for j c n t Oi all of tne Test Welis hss 

teen force peeled rjDOer "die respective Ordtic represented on Eadiibii ~A*" 
• McEryajn shaJl rt Ui q^ist itf rljdi! to recovery of revtnuf tracrunti described in the Orders 

&f to product) cn iron, tic Tesrt Wtllt (?00%) from the fant-ztic&is fubjectto said Orders in 
liru cf rooeipt of ̂ sipjnent described next below 

• LTpou completion OJ plunging end tbtnccrmienl of * Test "Well (or at elc*ing ef this 
Agreement if Ten WeJHs) 1J»V< leex t drip lev t-d) N'OESCO sh*JJ deliver to McElvtb an 
assignment of 100% of iu Le&febold IxttitFt in atd under l i t Spacing Unh fen each ofthe 
T« t Wells tjhj*c\ ic t TCiervEtiox ty.NOSBCO ofthe Reserved Override 

• Retesvtd Override thall be duf ind peyaUe at drte of fim poduco'an from Test Well(s) as 
ic i l l fjaiinaiion* under which Reserved Override retained 

TV. QpfonWell* 
• MoElvaii shall htve the option, but not dir. obligation,, to commence the drilling of 

bidJtonal ten well* an Option Ij*nds oi cn lands which would in elude a porb'en of the 
Option Leiidf wrthit; t Spacing Urnl U tin KOFECO Leasehold Interest as dweribed in 
this IV. herein ^Option Wtlk*). 

t McEJvtin shall notify NOSECO of &ch Option Well prior itc ĉ crnmexcement thereof 
• MCXJV«JE shall drill etch Option Well to i depth sufficient to tcrt the Mesaverde formation, 

et rnMrnum, but TXJJ, at its option drill jamt to i depth ruffirierji to test the Difcots 
fbnntticin 

• McElvain shall drill tc les* than three Optica "Wtlls cack yea? during the term of tide 
A83 cement (a year beinc E 5(5 c&y periec bigia&irif -™iih elective dans of this AgTccxnEm) 

• Upct ccraplciioa, or plugging and Bbtriccnrncin ct sa Orroon. Well, NOSECO ShaU deliver 
tc MoElvairj an a"irignnir,nt of 100% of in LtEJthold Interest in and under xae respective 
Section contwniog each Option Well drilled subject to s reservation by NOSECO of the 
Ket erved Override 

• Ref erved Overridr shall be doe snd pEyallt «t carr of first prodactJori from Option Well(g) 
ai tc all ionaat out uncle: which Rrjervtd Override iyas retained 

• Upon expiration or termination of thie Agreement McEIvnia :rc11 relinquish «nd reassign to 
NOSTCO i l l Opcc* Land- which had pre-virasl)' been tamed "by aad assigned xo McHvaia 
hereunder which are then not included within & Spacing tfnir for a weU drilled hereunder 
which is csptble of producing oil cr g t i byd?octrbons in commercial quaniftiej. 

V. Tjfl|\ ^ 
• McElvain shall hive the right to susrpend revenues MnSbuubl* to any portico cf-she 

Jitferved Override which burdens any Leasehold Interest cf NOSECO (or portion thereof) 
tSvcLBC by a Title Defect as described under a Title Opinion covering such Leas the Id 
Interast (or portion thereof). 

• McElvain shaU notify NOSECO in -vmung of its iment io EUspend rcveiuioj and allow 
>30£EC0 reasons t ie period of tunc in which to cere (oa: assist McElvain in carina) the 
applicable Title Defect. 



N05ICO Corporation, ci al 
De*cnibcr5,2000 

• Upcc receipt of tvide&tc e Title Dtferl is c^t-d (to McTJvrui'K s«iisfanrion oi as required 
under a Title Otirdcn) zll u*vttuer. EUEpei.ded &s s rtsyJt of /L'di Title Defect, shall be 
telu^ ec slid lemitied ic NOSECO 

« NOSECO thil l l i f t ii? bcrt c£Eon UJ fcjfin tvJcDvtir; lu it? stump; to s."urc tiUt tc NOSECO 
Laj thold Interest airanirjLd hereto. JN'CSECO'S ben irfJorif shall mclnde. withrnn 
limfvnicai, pcvadinj all Liatrrial* in i i i pc^erriou wiucb aSftta ox rdaic to the "NOSECO 
ri^hti tomrcitttc tc this AitttnicrX and which uxf not rertria-ed by centra craal lirnitanons. 

» Cnpl to sea are Title Opinions shall be borne by .McElvain "ind, i f eppbcable, shall "be 
included in the cost tn be jtcp\'i?jed in reaching "layout* as defined above 

VI . Mitcellane;puj| 
• laifjpJ^ TNCSBCO WclU/Tg' ducti on - Th±« Afrtecrnrxrt jJiaJl t aclvde goctificftlb any well 

a oil zi'A gt-t product'oo tc which NO&ICO cune&Uy cwna., contmli or Is anrrfledicj all or 
a porriot of ai of the dale of "this Agrittn&uL It is not the intent of this Agreement fxr 
McElvain to assume any i i u r t i t of NOSECO un/lai any oil uni gas weB (viheLher 
prD<̂ u<-nif or not) which cruris ai cftht dste of trdi Agreement and which is HOT operated 
"by WcEvain Oil & Ga» Iropeirjes. Inc., or any projection Detained from any nuch oil and 
.gas wtll(s). 

• peyth Lir/Jtot'cTig. AfEifjiEKrJf delivercc7 tcicucoci Rial] be limited to cover ctly those 
depths from the jurficc io t lx iota] depth cf tlif jv&pecdvc well vhich cams laicb 
as&î nrnernYs). 

» farmer Appiovt lc. Tirms hereunder are offered by MrJElvain £5 it R£&CM eadstin^ interests 
of NOfECO under Orden art rutjiirt vc appioval atid acceptance of all pennies who had 
joirtd McElvain in the estuiriytion of die pbli^ationi end tisit* of NOSECO foioe pooled 
unnea such Orders. Such other parries represent an evera$c of p̂̂ Ja-0VJITlat̂ .ly 30^-33% of 
tht MOSEC0 icterestf asiirmt-d. Tie pordofc ef all tSkted ixrttfrfe-te cvmti or contrclltd 
by McDvaixt shall rerctin conimitted her cur, da whether the terms are accepted or 
bj^pnrvtd by all some ca none of such ether p&ni&fc, 

• Term. This Agreement Ehall rvratia in force and effect lot a w t n of f a n (4) yean, ot to 
Iciifi £.£ t l ^ cbllnationj of McEhiiin ID drill Option Well* is met, as picvided. 

• t££L£i":£QJlars^rja. NOE£CO agree: tc uet its bt*t efforts to secure joindca by the joint 
leasehold cwacra under the cil end gaa kfc>e* corarmt+td by NOSECO hereunder who 
received irriejests through arxar^enients wbJiNOSIsCO or Mesa Grande Reaouri5fcsf Inc. 

• ItieeninifLcatiqB. NOSECO £$n.iea tc indernMfy snd hold McElvain, its sacofcssois and 
&S/ifcn£ htJTrJess £ncm any liability resulting from (.ebon*, operations, or conduct incurred 
fbi perfuniiexJ or critrjed inro by NOSECO prior tc the dans of thii Agreement which may 
afr^et'Th* LtASfiiolc IrrLtreris afsiim^d on irsigised to VtcElvsin hereunder, including, 
v-Tttout lirrJtat'oii ccjutractual otUgaticm not performed or not completed. 

• Pricr Airrt<fcm(^ts. St is understood "that this Agieement supercede and replace all prior 
a^ements between the paities as to asifumption of rishts nnd duties for drilling, 
completing and producing wells and the esrrJnjj of interesu aider The lanriB couimjued 



NO£ECO CorpccaiioiL « al 
December :', 2COO 
Page 5 

I f ycy ne ix s^rrt-crrtett ic the s l o t i t m v t i x cor.dttiiinf a; JOJ reseated bcrein, plc^ac sign in lbs 
Sp/ice provided below anc renin, enf copy cf liis lenti to thx utit'emgned at your earliest 
passible convenience. Negotiated terms of thie trier ir r abject tc £fiaJ McElvsuc rrianâ ement 
approval wvd msy be vTthdn-WE al McElvua's optica upon delivery of -written notice to 
NOfECQ jvioi tc su-ccptincc by NOSECO. This offer thall expire t* of the close of bu/intss cm 
Dccerabej £-0, 2 OOO i f prior wrinen urcqrttnee l ^ rou fby "NOSLCO Ll ncn delivered TO McElvsin. 

PLesw feeJ fro? xc call -tc duror.sE tier* terrm furd^a, i f ntct tfary, cr i f you have eny c.ueet'cna 
coLctmirig the fcbeve or arreted. We itru.ii.ly lcok fcrvwf to final conclusion of a farraout 
arrangement with your fVro in tltf vtr-y nra* f j tu rc . T W A yam for your consideration and 
^pport of this request. 

Very truly ycurs, 

T . H ilCKl\ATA- OTJL A flA£ IjMTTTiD P Alt TOT. 1. STOP 

Land Manager 

MLBAdi 

A GREED AXTJ A CCET7ED THIS ^ DAY OF 2001 

GAVJXANDOME PROPERTIES 
4 Califfcrnia b'mjtecl partnertLip 

JOHA1VSLN J.NTJ&GY PAHTXFT<5H1J 
l Texas general parm* rsiJp 

BY; 
(Title) 

BY; 
(Title) 



E X H I B I T " A " 

Attach e< tr. aid rn ĉz s pan of that ccruiii Ftrraoirt Ofifci Latter dxied December i , 2000 from T. 
H. McElviiic 013 & Gz< Lirniied PartuurJbJf w NOSECO CorpC'rid'ciO, et 

.ETU sting Wells 

T15N-R2W, Section 4: NEM 
Mesaverde Test - Producing 
TifN-KTvV 3 Sectioa 33: 
Dak/stt / MfiSEverdi! Test 
Complied it tcrh - to be cenmirigled 
Ti5N-^2W. ScrrrionS: 
M/saverd* Ten - Producing 
T25N-R2W, Secuon 3: NW74 
Mr. ;E vera* Test - Producing 
TldN-JUW, S codec 2$: 
Dakota / Mesavei de Test 
Completed in Dakota 
To be ^orcpl^ved Meptvends &ad Vorffrun.it! ed 
T25N-R2W, Section 4: NW/4 
Dakota / Meat vcrde Test 
Drilled ar>d logged, weiring on corcpleaon 

Cougar Com #4*1A Well T25N-R2W, Section 4: SE/4 
Mepsveide Test-re-entry 
Dakota io be letted tater 
Moving on lociiinn 

• 
OslieaiĴ ask 

Jpwrrhip 35 NotttL J^&Rt 3 West 
Sections l-3€ 

Tcwu«:hip 25 rVortfi. Rani»c 3 West 
Section 1-36 

Township 26 y<3TT.h. J3anKe 2. Weat 
Secdonj 12-S6 

Ccu£tr Com rv4-l WeU 

Ccugiar Ccnuft'-j-l Well 

Flk Com #1 

EHr Com *lA 

BEfr Com*:?0-! 

Cougar Com WeU 
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T.H. McELVAIN OIL & GAS LIMITED 
PARNERSHIP, 

Plaintiff, 

vs. 

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

Defendants. 

A PPT JCATTON 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 therefore 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 claim of an 

existing agreement (hereinafter "the Alleged Farmin"). On its face the Alleged Fannin contains an 

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

No. D-0101-CV-01-815 

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 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 $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. 
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4. On April 30, 2001, the Neumann Group received notification from McElvain that it 

proposed to drill a well designated as 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 outcome 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 
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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 nonetheless 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 pending 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 
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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 Mexim IJ C v Mr.Gnnigle 

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 ofthe interests which the Neumann Group seeks to protect by this 

Petition are real property interests. Fnllprtnn v Kannê  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 status 

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 
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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. 

MARY r̂E. 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 

7 
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CF.RTTFTT ATF OF SF.K VTr.F. 

I hereby certify that a true and correct copy of the foregoing "Application for Preliminary 
Injunction " was mailed to the following counsel of record on this \ 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 

\\Wkkmc_server\mary\MW public\Gavilan\ MATTER 001 (McElvain v. Neumann & NOSECO)\Pleadings\Application for Preliminary Injunction.doc 
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T. H . McElvain OU & Gas Limited Partnership 
McElvala OH & Gaa Properties, lac, tele General Partner 

1050 17*(?TKtXT, SUTTXUOO 

DiNVER, COLORADO 80265 
>»ONA. I- UNION, cn . 

Umoll motut>,atT<c<IV|ipo l̂»p4Ba.t>om CdtuUr 30>-S0^2QS* 

Ipril 12, 2001 

WORKING INTEREST OWNERS 
Ute Attached Addressee List) 

Ccugix Com #5-2 Well Proposal 
Tpwnnhin 25 North. Range 2 West 
Section 5: SE/4 

Rio Arriba County, New Mexico 

fcntlemen: 
cHvaui Oil & Gas Properties, Inc., as sole jeneral partner and Operator in behalf of T. H. McElvain Oil 
;. Gas Limited Partnership ("McElvain") hereby proposes the drilling of 6,200' Mesaverde test well to be 
. a legal location in the SE/4 of Sectioa 5, Township 25 North, Range 2 West, Rio Arriba County, New 

tico. 

estimated cost to drill aad complete the wefl, as proposed, is $807,335 which is detailed on the 
losod McElvain. Authority for Expenditure dated March S, 2001. Pursuant to McElvain's review of 
records reflects the ownership of tho E/2 of Section 5 (Lots 1, 2, S/2NB/4, SE/4) as the dedicated 

oa unit to bo as fellows: 

T H. McElvain Oil & GAS Limited Partnership 36.201120% (*) 
Mesa. Grande Resources, Inc. 22.226185% 
Mesa Grande Ltd. 11.865500% 
Gavilan. Dome Properties 4.690313% 
Arriba Company Ltd. 0.624500% 
Hooper, Kirnball & Williams *.3299S>9% 
Cherokee Operating Co. 7.634567% 
Ibex P&rtncmhip 3.900622% 
Pctco Limited 3,900622% 
Carolyn Clark Oatman 0.218620% 
Warren Clark Tnut 0.203369% 
Testamentary Trust u/w/o Warren Clark 0.106767% 
Premier Operating Co, 0.0$7816% 

rtflendlns title transfer to T, If, McEbxrin Oil & Cat Um1t*H Partntrtftip pursuant to individual arran$anmti with Mweoo 
ii rporatlan 2.691626K Ntummn Family Trust 4,692'1'iX, andHMiiQ Operating Company 1&312SS>3H. 

breakdown pf tract ownerships and recap cf spacing unit totals is enclosed for your review and 
formation. An Operating Agreement prepared oa AAPL Model form 610-1982 to govern operations 



rsu. 332 

To Working Interest Owners 
Cougar Com #5-2 Well 
April 12, 2001 
^ 2 

lcros3 the designated spacing unit (E/2 of Section 5) at depths from the base of the Pictured Cliffs 
(fcrmation to tie base ofthe Mesaverde formation hat been prepared and is alao enclosed herewith for 
[your review and execution. 

j We request that you review all ofthe enclosed materials relative to this proposal and proceed aa follows: 

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

• If your election is to participate, alio 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 

Telefax copies of the executed documents will "be accepted at: 

McEbraln Oil & Oas Properties, Inc. 
(303) 

Attention: MonaL. Binion 

Irpvided that original copies are delivered promptly thereafter. 

bElvain is an active operator in this currently drilling and completing now wells and re-entering re-
jmplering existing wella as an effort to explore and develop the Mesaverde formation. At this point wc 
ave under contract rig<8) and equipment which are adequate to perform the proposed operation, however, 
p& equipment must be kept acdve in order to maintain contract rights for their use. The proposed test 
tall described herein is scheduled in this program to oornrnence mid year 2001 and in light of the 
Ircumstancea and in order to avoid additional delays which could arise from weather conditions or 
blaitlve surface restrictions, ve respectfully request that you review end respond to this porposal at your 
kiiost possible convenience. If you have any questions concerning this proposal, pleaae feel froa tD 
patact die undersigned. 

jry truly yours, 

H. McElvain OS & Gas Limited Partnership 
McElvain OU & Gas Properties, Inc., sole General Partner 

ena L. Binioa, CPL 
d Manager 

B/idi 
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Grande Resources, loc. 
I Philtower Bldg 

: ax OK 74103 

>> |fc Grande Ltd. 
6 
1 ll 9, OK 74103 

C i k lan Dome Properties 
1 ! ( Cedarwood Drive 

: r i<a, CA 94556 

A it a Company Ltd, 
P |. Box 35304. 
T IbtOK 

H I; «r, KlmbaU &. WllHarna 
Sl IE 
Ti k OK 74103 

G : t >tee Operating Co. 
IS | Century Park#370 
L d |i Jtgdcs, CA 90067 

B< 

Pc 

Bo, 

WORKING INTEREST OWNERS 

McElvain Oil & Gas Limited Partnership 
' 17* Street. Suite 1800 

:, CO 80265 

b 

IU6 
Au :k,TX7870C 

Pre > a-QporaviagCo, 
PO E5P54 
TuJ f\, OK 74153-0984 

3. Lewis, Suite 301 

lb 'I 'trmcralup 
U 

Br i |l enridge, TX 76424-0911 

Limited 
11 Be :j! 

Br learldge,TX7S424-09l] 

Ca : |1 tA Clark Oannaa 
Dr ihr310 

fi ft TX 78602 

Wi '((DiClarkTrust 
Bo pi 
Au l|i ,,TX78767 

Tei i ii ttntary Trust u/w/o Warren Clark 



ELECTION PAGE 
Cougar Cora #5-2 Well 

March 29,2001 

YES, I/Wt do hereby elect to participate in the drilling of the Cougar Com #5-2 
Well as a Mesaverde test to be located in the SE/4of Section 5, Township 25 North, 
Range I Weat, Rio Arriba County, New Meaico. 

• execute and return the Operating Agreement signature page 
• execute and return the Auth ority for Expenditure 
• complete and return tke well reporting summary or submit your firm's 

summary 

NO, I/We do hereby elect NOT to participate iu the drilling of the Cougar Com #5-2 
WeU aa a Mesaverde tut to be located In the SE/4of Section S, Township 25 North, 
Range 2 West, Rio Arriba County, New Mexico. 

As an alternative to participation, 1/Wt hereby offer support to McElvain and the 
participating parties hreunder the following: 

(Flet&t select one of the following ifyour ejection is NOT to participate) 

I/We h«reby 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 veil 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 berby offer to execute a mutually acceptable Operating Agreement 
which shall reflect and election against my/our working interest sx a 
non-participating, non-drilling party subject to the penalty provisions 
contained therein, 

Telefax executed documents to 
Menu Bfoion 

(303) $93-0914 

Mail original executed documents to 
Mo ita Binion 

McElvain Oil & Gas Properties, Inc. 
1050 17* Street, Suite 1800 

Denver, CO 80265 
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n n NUMBER: 
DATE: 4/12/2001 

WB4 KAME: Couaflr Com 5*2 

LOCATION: T3SN-WW SEC. 5 Se« 

COUNTY PIO ARFUSA COUNTY 

STATE NEW MEXKO 
pflOPCSHJ MPTHi 6200' 

puwaie or a - 1 Mi l Mwa««f*i« tavtVMlt 

intangible Drilling Cons: 5310,160 1 
Tafygibl* Drilling Coata S3S.43Q 

I j r i . .UH:E 
Pluaaloo and abtndoomant ooat 810,000.00 

lrrtan_|bla Complatlon Cottr, 
Tanfltola complati an Cpata; _S04,408 _ 

'.fell'lfftjl1' 

Pacpla* 
Land, Qeologlcal, Oaaphyaical, Prospact 

NY: 

BY! 

T . H woawmfi oil a qa« I M , WOKKINQ iwTBRSSTt 
By; MaBvaln QI t O n wacimat too., Q«n«ral Paitnaf 

COMPANY: 
BY: 

COMPANY; 
BY: 

COMPANY; 
BY; 

COMPANY'. 
BY: 

COMPANY: 
BY. 

COMP AMY. 
BY; 

COMPANY: 
BY; 

COMPANY! 
»Yl 

COMPANY: 
tr. 

COMPANY: 
aYs 

COMPANY: 
»Y! 

COMPANY: 
BY; 

COMPANY; 
BY; 

M»w or«rid« Kwwuroa* 

Oiwilan Qom* Paopattiwi 

Maw Grantfa LTD 

Artb* Company LM, 

Hoopar, Mmlwll &VWhrn» 

Chiroltw Operating co. 

ibe» Partm»ritthlp 

Carolyn Clark Oilman 

War~n ClarH TnM 

DATE; 

WORKING NTtneST; 
DATI: 

WOPJCNQ wTinarr: 
OATS: 

wonuNQ nmnEST: 
DATE: 

WOMONa BCEHEST: 
DATE: 

WORKING WTtHSST: 
DATE: 

WOPJCMQ IMTEREBTi 
pJATBt 

WOmtMa 1NTBOSST.-
DATE; 

WORKMB IWT6«8T; 
DATE: 

WOFIKMO INTfREST: 
DAT& 

WORKMH INTEREST: 
DATE: 

23.22(1185% 

nsegspqy. 

0.8245QO* 

a.32sa38Vi 

7.934M7% 

3.900632% 

3,aooajg% 

0,218621)^ 

0.2D33St». 

Taaamtntrv Tm* ufrsfo Warren ctarx WOAxwa wr-err: 
DATI: 

0,106787^ 

PrarolwOparaUnn Co. WOMCMO. 1NT1WMT-
OATEi 

WORKING BVTBUST: 
DATS: 

P.Q8T816S 

100.0006000* 



h-jLVAIN ViL & GAS PROPERTIES 

AUTHC RITY f o r EXPENDITURE* 
March 8,2001 

Cougar Com 5 WI 

_SE/4 Sac, 6 T25N ft2W 
• r i l l i n g Intangfb-H 
Title Work i Survf, 

Locatjon.Roaa.c-jmio** 
Faatage 8200' O 523.Q0/R 
Daywork i ') _ay« Q $850C/day 

Air <"or.pr»ae6ra 5 dayi © $3200/cfay 
Wi i f ; Hauling 

War.tal Equipment 

IV.'ell Logging 

prilling Mud 

Camant 4 S«fvicaa..Surf«ea,lr(»rmBc|i«te 
Car—irt a S*rvloa»..PIuBglna 
Trucking « Labor 

OverTiaad 4 Supervision 
Mtec Coata 
Contingency 

Tota l Dr i l l ing 

DRY 
HOLE 

Comple t ion In tang ib le * 
Cement a Service*.,Production Cealng 
Complatlon Unit 20 day* Q $2,50O/day 
logging i Partoraung 
Stimulation 

Too) &Tank Rental 

Supervision 20 caya 5850/day 
Watar 

Trucking 

rVjuataboura/Labor 7 day* ($ jZOOOVday 
SpeclaJixad Tool* 
B% Contingency 

To ta l Cornple>tfon 

3,800 

30,000 

142.800 

21,250 

10.000 

7,£rxi 

1,80C 

20,000 

5,600 

28,000 

10,000 

10,000 

13,000 

12.000 

C O M P L E T E D 

WELL 

320,150 

3,SCO 

30,000 

142,800 

21,250 

le.ooo 
7,300 

1,800 

20,000 

6,600 

28,000 

10,000 
^6,000 
1 i floo 

310,180 j 

12,500 
50.000 
13,000 

180,000 
27,000 

13,060 
28,000 
6,000 

14,000 

4,500 
17,360 

364,350 

Total In tangib le* 320,150 

Tangible* 
Caalng..8ur!»ce 600* 9 519" 32) 312.B0/H, 

casino.. Production areo1 r®$7.4om. 
Caalno- Urw 2450' 4 W © 3.70m 

Urter Hangar 

Float Equipment 

Tubing..WXt 23VB" © $2,20/ft 

Wellhead 

Artfflca! Lift 

TanKa & Piti 

Separator 

Una Pipe a Ftttinga 

Total Tang ib le * 

APPROVALS: 

VKEVain OR £ Gas Properfe" »$*1tte___ 

174,500 

Total Wall Coat $358,580 $807,335 

Date: 



T. H. McElvain Oil & Gas Limited Partnership 
McElvain Oil & Gas Properties, Inc., sole General Partner 

1050 17™ STREET, SUITK 1800 
DENVER, COLORADO 80265 

•NA L. NIMON, CPJ- TELEPHONE 303-W3-0M3 

Vto MANAGSR FAX 303-893-0914 
<4n nronat?@iTx:elYttinoilaailggajmrj Cdiultr 303-S09-203« 

lay 9, 2001 

>WORKING INTEREST OWNERS 
: e0 Attached Addressee List) 

Revised Division of Interest 
Cougar Com #5-2 Well Proposal 
Township 25 North. Range 2 West 
Section 5: SE/4 

Rio Arriba County, New Mexico 

" nitlennen: 

;' letter dated April 13, 2001, McElvain Oil & Gas Properties, Inc., as sole general partner and Operator 
behalf of T. H. McElvain Oil &. Gas Limited Partnership ("McElvain") proposed the drilling of 6,200' 

1 iiaverde test well to be at a legal location in the SE/4 of Section 5, Township 25 North, Range 2 West, 
y 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 

[ uElvain from a preliminary check of the records. We have since obtained additional title information 
lifch resulted in a change in the resulting combined interest of the parties from what was represented 

i • :visously. The revised interest are set forth as follows: 

T.H. McElvain Oil & GAS Limited Partnership 7.639471 % (*) 
NM&O Operating Company 12.490000% 
Noseco Corporation far T. ff:McElvain Ltd by Fatmaut) 2.691118% (**") 
Neumann Family Trust (or T, H. McElvein Ltd by Farmout) 17.197313% (**) 
Premier Operating Co. 3.915101% 
Cherokee Operating Co. 0.000000% 
Williams Production Company 0.000000%(*+*) 
Mesa Grande Resources, Inc. 22*2261S5°A 
Mesa Grande Ltd. 11.865500% 
Gavilan Dome Properties 4,690313% 9 

Arriba 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 u/w/o Warren Clark .106767% 



i Working Interest Owners 
3Ugar Com #5-2 Well 

lay 9, 2001 
Ige 2 

Spending title transfer to T. H- McElvain Oil & Cos Limited Partnership pursuant to Individual arrangement with NM&O 
tarating Company. 
rjJnterest shown subject to title dispute affecting proposed operation which Is pending resolution under case fled in District 
turt of Rio Arriba County, New Mexico. 
'^Uncertainty as to status of entitlement lo reversionary rights in favor of Williams Production Company reflected in title 

\pin to one of the subject leases. 

jfevised 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 
lOse-parties who previously received the complete Operating are only receiving a revised Exhibit "A" 

-areto enclosed herewith) and Authorization for Expenditure submitted with the original April 13 
i oposal is also enclosed herewith for those parties who have previously received same. 

ton have not previously returned an election regarding participation in the proposed operation, we 
: qLiest 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, i f needed); 
Execute the enclosed Operating Agreement and extra signature page thereto, returning the 
extra signature page fully executed to the undersigned 

rlefax copies ofthe executed documents will be accepted at: 

McElvain Oil St Gas Properties, Inc. 
(303) 893-0914 

Attention: MonaL. Binion 

i ovided that original copies are delivered promptly thereafter. 

\ e respectfully request that you review and respond to this proposal at your earliest possible 
c nvenience. I f you have any question, please feel free to contact the undersigned. 

;ry truly yours, 

H. McElvain Oil & Gas Limited Partnership 
'McElvain Oil & Gas Properties, Inc., sole General Partner 

A ana L. Binion, 
rtd Manager 

(LB/idi 
els. 
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W O R K I N G INTEREST OWNERS 
Cougar Com #5-2 Well 

May 9, 2001 

CElvain Oil & Gas Limited Partnership 
1 t h Street, Suite 1800 

CO 80265 

jrande Resources, Inc. 
Uiltower Bldg 
OK 74103 

de Ltd. 
^ Street, Suite 200 
OK 74103 

Noseco Corporation 
7400 East Murray Drive 
Reno, Nevada 89511 

Neumann Family Trust 
c/o Peter C. Neumann 
P. O.Box 1170 
Reno, Nevada 89504 

Ibex Partnership 
P. O. Box 911 
Breckenridge, TX 76424-0911 

\ Dome Properties 
î idarwood Drive 

CA 94556 
Petco Limited 
P. O. Box 911 
Breckenridge, TX 76424-0911 

Company Ltd. 
8ox35304 
OK 74153 

Carolyn Clark Oatman 
Drawer 310 
Bastrop, TX 78602 

L, Kimball & Williams, Inc.p 
iouth Lewis, Suite 301 
OK 74105 

Warren Clark Trust 
Box 73 
Austin, XX 78767 

Production Company 
&<bx3102 
OK 74101 

Testamentary Trust u/w/o Warren Clark 
Box 1846 
Austin, TX 78767 

NMKO' Operating Company 
6 EMJ3* Street, Suite 200 
T u l i i OK 74103 

Premier Operating Co. 
P. O. Box 35984 
Tulsa, OK 74153-0984 

i 



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 #5-2 
WeU 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, I/We do hereby elect NOT to participate In the drilling ofthe 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 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 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 17th Street, Suite 1800 

Denver, CO 80265 



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

YES, I/We do hereby elect to participate in the drilling of the Congar Com #5-2 
WeU 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 
9 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 #5-2 
WeU 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 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 seU my/our interest in the proposed weU 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 t h Street, Suite 1800 

Denver, CO 80265 
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Intangible Drilling Costs 
Tangible Drilling Costs 

j i S U B T O T A U T C C A j H ' w B o i B T 

$310,150 
$38,430 

$10,000 

Intangible Completion Costs: 
Tangiba Completion Costs; 

$364,350 
$94,405 

hmmmmm ĉoupi-zx 0 N COSTS ^ i l l 

m 
Facilities 

Land, Geological, Geophysical, Prospect 

i i i 
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BY; 
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BY: 

COMPANY: 
BY: 

30MPANY: 
BY: 

COMPANY: 
BY: 

COMPANY: 
BY: 

T. H McElvian Oil & Gas Ltd. WORKING INTEREST: 
By: McElvain Oil & Gas Properties Inc., General Partner 

DATE: 

7.639471% 

NM&O Operating Company 

Mesa Grande Resources, Inc. 

Mesa Grande, LTD. 

Gavilan Dome Properties 

Noseco Corporation 

T, H. McElvain LTD (byFarmout) 

Neumann Family Trust 

T. H. McElvain LTD (by Farmout) 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

DATE: 

WORKING INTEREST: 
DATE: 

DATE: 

12.490000% 

22.226165% 

11.B65500% 

4.690313% 

2.691118% 

17.197813% 
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BY: 

COMPANY: 
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COMPANY: 
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BY: 

COMPANY: 

BY: 

COMPANY: 

BY: 

COMPANY: 

BY: 

Premier Operating Co, 

Arriba Company, LTD 

Hooper, Kimball & Williams, Inc. 

Ibex Partnership 

Petco Limited 

Carolyn Clark Oatman 

Warren Clark Trust 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE; 

Testamentary Trust u/w/o W. Clark WORKING INTEREST: 
DATE; 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 

DATE: 

WORKING INTEREST: 

DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST; 
DATE: 

WORKING INTEREST: 

DATE: 

WORKING INTEREST: 

DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 

DATE: 

WORKING INTEREST: 
DATE: 

WORKING INTEREST: 
DATE: 

" " a * " i | " ' 

3.915101% 

0.624500% 

8.329999% 

3.900622% 

3.900622% 

0.218620% 

0.203369% 

0,106787% 

T O T A L 100 .000000% 

Cougar! 



T . I I . M c E l v a i n Oil & Gas Limited Partnership 
McElvain Oil & Gas Properties, Inc., sole General Partner 

1050 17"' STREET, SUITE ISOU 

DENVER, COLORADO 80265 

.MONA L. DLNION, CPL TELEPHONE 303-893-0933 EXT.306 
LAND MANAGER. FAX 303-893-0914 
e-mail nioimbi'ffinicelvainoilandgas.com Cellular 303-809-2U5S 

Apri l 30, 2001 

TO WORKING INTEREST OWNERS 
(See Attached Addressee List) 

Re: Cougar Com #32-2 Well Proposal 
Township 26 North. Range 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 tlie 
ownership ofthe 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 proportionate share of 2.636734% interest of NM&O Operating 
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 favor of Williams Production Company reflected in title 
chain to one of the subject leases. 

EXHIBIT 1 



To Working Interest 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 
information. 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; 

• ~ • I f 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 

Telefax copies of the executed documents will be accepted at: 

provided that original copies are delivered promptly thereafter. 

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. I f 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 McElvain Oil & Gas Properties, Inc., sole General Partner 

McElvain Oil & Gas Properties, Inc. 
(303)893-0914 

Attention: Mona L . Binion 

Land Manager 

MLB/idi 

Encls. 



WORKING INTEREST OWNERS 
Cougar Com #32-2 Well 

T.H. McElvain Oil & Gas Limited Partnership 
1050 17lh Street, Suite 1800 
Denver, CO 80265 

Gavilan Dome Properties 
1800 Cedarwood Drive 
Moraga, CA 94556 

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

Johansen Energy Partnership 
P. O.Box 1773 
Witefish, MT 59937 

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

Dugan Production Corporation 
709 East Murray Drive 
Farmington, NM 87499 

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

Noseco Corporation 
7400 Lakeside Drive 
Reno, Nevada 89511 

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

Peter C. Neumann, Trustee 
Neumann Family Trust 
One Elm Court Street 
Reno, Nevada 89501 

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

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

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



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 McElvain and the 
participating pai ties hreunder the following: 

(Please select one ofthe 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 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 17th 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 Coin #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 ofthe 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) 

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 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 th Street, Suite 1800 

Denver, CO 80265 
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FIRST JUDICIAL DISTRICT COURT 
COUNTY OF RIO ARRIBA 
STATE OF NEW MEXICO 

No. D-0101-CV-01-815 

T.H. McELVAIN OIL & GAS LIMITED 
PARNERSfflP, 

Plaintiff, 

vs. 

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

Defendants. 
REQUEST FOR EXPF.nTTF.n H F ARTNf^ 

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. Mary E. Walta, Esq. 
Holland & Hart, L L P and White, Koch, Kelly & McCarthy, P.A. 
Campbell & Carr P. O. Box 787 
Post Office Box 2208 Santa Fe, NM 87504-0787 
Santa Fe, NM 87504-2208 (505) 982-4374 
(505) 988-4421 

Thomas C. Bell, Esq. 
Davis, Graham & Stubbs, LLP 
1550 Seventeenth Street, Suite 500 
Denver, CO 80202 
(303) 892-9400 



Respectfully submitted, 

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

By: J J k i c j C . 7^' AuC TfTC • 
MARYE..yALTA 
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 OF 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 

\\Wkkmc_server\mary\MW public\Gavilan\ MATTER 001 (McElvain v. Neumann & NOSECO)\Pleadings\Request for Expedited Hearing.doc 


