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STATE OF NEW MEXICO S L
DEPARTMENT OF ENERGY, MINERALS ANI}NATURAL RESOURCES
OIL CONSERVATION DIVISION . S 2

[

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 QOil & 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 of the Complaint is attached
hereto as Attachment 1.

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



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.

MARY ’ALTA

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 5&_ day of July, 2001:

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

Post Office Box 2208
Santa Fe, NM 87504-2208

MARY E. $fALTA
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FIRST JUDICIAL DiSTRICT COURT
STATE OF NEW MEXICO
COUNTY OF R1O ARRIBA

T.H. McELVAIN OIL & GAS LIMITED

PARTNERSHIP, 2 .
/
- Plaintiff 3 . N O/ cV200l 8IS .
..‘% ’ ) Civil Action No. O C
I v 2
q" /
v PETER C. NEUMANN; individually, %
& NEUMANN FAMILY TRUST, and )
é NOSECO CORPORATION, )
- )
Defendants.
’ 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.
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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 of the parties under a Farmout
Agreement, dated December 5, 2000 (the “Agreement”). A copy of the Agreement is attached
hereto as Exhibit 1. Pursuant to the Agreement, the Defendants granted the exclusive right to
McElvain to perform Defendants’ obligations under certain oil and gas leases of properties
located in Rio Arriba County, New Mexico, as identified in Exhibit A, attached to the Agreement
(the “Leases”). By performing these obligations, McElvain will acquire Defendants’ rights
under the Leases, subject 10 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 10 perform certain duties and thus acquire Defendants’ rights in the Leases and
have advised McElvain that Defendants will not permit McElvain to drill on portions of the lands
which, under the Agreement, McElvain 1s Jegally entitled to drill upon.

11, The Defendants also contend that McElvain will be 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 1egarding 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 10 occur, and there is a substantial and imminent prospect of
continuing litigation as a result.

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

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

a valid, binding contract and enforceable against the Defendants, (ii) Defendants have failed and
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refused to perform their duties under the Agreement, (iii) the Defendants have no defenses for
their breaches of the Agreement and (1v) 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 Agieement by their conduct as
described herein, by among other things, denying McElvain the benefits for which it bargained in
entering into the Agieement, refusing to allow McElvain to drill upon ﬁroperties to which it is
entitled to drill and attempting 1o sell rights in the Leases free of McElvain’s rights and interests
under the agreement.

20.  Asadirect result of the Defendants’ breaches, McElvain has been damaged in an
amount to be proven at tiial.

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

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

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

their duties under the Agreement, (iii) the Defendants have no defenses for their
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breaches of the Agreement and (iv) McElvain has the exclusive right to perform certain
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 of the Agreement, along with pre-judgment and
post-judgment interest, costs and attorneys’ fees, 1o the full extent permitted by law.

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

Dated this 22 day of April, 2000.

HOLLAND & HART LLP
And

CAMPBELL & ')CARR
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

NN N/

Thomas C. Bell

1550 Seventeenth Street, #500
Denver, CO 80202
Telephone: (303) 8§92-9400
Fax: (303) 893-1379

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

_5.



T. M. MeELVALY ONL & GAS LIMIIED PARTIRLSHIP
McElvuin Ol & Gas Properties, Ive., Sole General Partoer

1050 177 STREED. FUTIE 189D
DENVER, CaLOoRrADO 80268

V'ONA L BDIOR, CTL ' TLLEVEDAT 3088830533 Ixn.X08
LART MaRAGKR Fa3 302.892.0014
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December 3, 2000

Noseco Carpossnon Peter . Nevmnng, Trusise

7400 Lakeside Drive Neurane Familv Trust

Reno, Nevada E9S1] One Elm Count Strem

Renp, Nevada £5201

Re:  Preposed Farmow Agreement
Iimdrrd Area
Rio Amta County, New Meaioo

Geutlemien:

The purj.cse of this Jetter i= s¢t forth the 1erme of an offer Som T. H. MoFlvats Oil & Gus
Limited Partuership (“McElvain™) 10 fannmin the oil and pzr rderects owned or controlled by
Noseco Carporction, Neumzmn Ferily Trort, Gevilan Deme Propertes, g Califomis lioired
paroierchip 266 Jehaurer Eneigy Portnership, & Texss general pertrership cr their principsls or
aff liztes {cclectinely reftrred w nt “WOSECO™) locatod within nr ares finther desenibed below,
The gexers) termas offered herein wre described below in ootling Ierm sx follows:

I Dr
“Leaseheld Inxerest” rhall meon any oil and gar leaseheld worlong interest now owned
or ccutolled by NCEECO or tc which NOSECO is convectenlly entitled 10 in and under
the ends conumined 10 this Agreement, exclnding say cvorniding royalty or minesal
rrterast.

“Sparmg Urs1® shall mzan the governpanmlly regelawed epacing proraziion unit for a
g & g pacing p
formation.

“Exasting Wells” shall mean the welle deseribed cn Exhibin “A™ ag “Existing ‘Wells™
which aze McEvlain operated well‘f currently prodncirs tr are oompleted and cspabls of
produuing,

“Test Wells” shall mean the wells described on Exhibit “A” as “Test Wells”® which are
wells that have been drillad and ure waiting on completion, are being drilled or plan to be
drilleg in the vear fture by MeElvein under which McEha'n has previously obteined
compuliary pooking spproval Som NMOCD.

“Option Wells " shall have the meaning ascribed te. it in IV. below,



NOSELCO Corparatiop, et &l
Decerber S. 2000

Fape 2

"Porout” shall have the menning sseribed u 1, below.

"Orders” stall mean the terain New Medeo Ol ord Gus Conservation Division
Compuleary Pocling Crders deferibed in Exhibil “A™ hereto.

"heserved Owerride™ thall be zn overriding yoyalty ioterest reserved by NOSECO
hereunder in an emount qual w the differcnce betocen Jease burdens exdrting ageinst the
inttrem of NOSECO zssignec 1o McEhain hereunder and twenty-thres perceat (33%),
uol 10 woced a PropeTtonsls frur axg ene-half percent. (4.2%)

“InAill Wells™ shall weur. sry well located within 2 Spacing Unit for an Existing Well
cril'ed or cxmpleted subscquent to thie effective dae of this Agresment.

“Title Defecr” shall be any defect in the chain of title w NOSECO Leaschold Inreresy,
including. without limation, & prior contractas) arrargement of obﬁgaﬁon, whether such
arrangeruen i of putlic record or not which mazy, in the rex<onsble opicion of 3 prudent
operctor, mater.ally affecy the night ef s snccessor 1o such NOSECO Leasebold Interest 1o
sective the revemue snd benefite aspociated therewith.

“Title Opin‘on” skall meer an opinion of & Licenred enlorney qualified 10 provide legsal
sdviee te o) and gar indurtry ic the Sote of New Mexice, which covers utle 10 oil and
ga: Laschold Intest of NOSECQ underlying any of “he lands commitied to this
Asteemrnr A Titde Opiniow (52 vred herein) may be “Britrd to anly specific portions or
Lezsthold Inmerests of NOSECO, or o well, o ¢ Speacmg Uniy, ar a tact of lang, or a
frormazon.

L Exirting Wells
s NOSFCO Lezvehold Interest urder the Spacing L'nit for thr Fodsting Wells hes beer force
peoled vrder the refpective Orders represemed on Exhibit “A™
»  McElvain shell relinguish it nghr 1 reccvery of reverme amounts descnbed in the Ordors
as 1o producten from the Exirting Wells (300%4) fome the formations subject w sz2id Orders
in liew of recovery of ouly ene half of such amounts (150%) as “Payour™
« NOSECO shall deliver 10 McElvein sn sesignment of 1009 of ite L casehold Luterest in and

wnder the §pacing Untr for each of the Existing Wells sul:vjm 1o & reservation by NOSECO
of the Reserved Override

» Reserved Override shall be tuc and pryetle spaingt prcducnon es follows:

“Bxisting Wells
» Tram foomations sutjeet wo Osdere - Reserved Overnide paysble a1 Payout on a well
by well basig
» Fram formstions not subjeat to Orders — Reserved Cvenide payable at date of first
production
Infill Wellg
» Rrserved Override skall be duc and pzyable 2t date of first producrion



NCSECO Corporadan, et =l
Decemter 5,2000
Page 3

M. Test W

NOFECO lexsehold Interemt wnder the Spacing Ut for sormie or all of the Test Welis hes
teen foree pocicd under the rerpectve Orders repaesented on Exhibit ~A™

McENvain sha!l re B qoish its right to recovery of revenue sraounts described in the Orders
28 o producten from the Test Welle (F00%) fram the formmatiane subject to said Orders in
Yev of reoeipt of essiprmemt described nevs below

Upou complction o plugging end skendemment of 2 Test Well (or 3t ¢elosing of this
Agrcemert if Test Well(s) khave Leer comyplewed) NOSRCD shed) deliver w McElvein an
assigoment of 100% of it Leusekold Interest in axd under the Spacing Unit for cach of the
Test Welle subjec 1c 2 yeserveuor by NOSECO of the Reserved Overide

Retesved Overnde ehall be doe and peyzble &1 dre of oo producton from Test Well(s) as
ic all fonmations undey which Rexerved Qverride was retaived

IV. Option Walls

McElvain chall heve the option. bt not the oblgetiom, 10 commence the dnlling of
vdditonal et wells an Opton Lande o1 ¢x lands which would include a porticn of the
Option Lexdr witkir @ Spacang Unit e «rm NOSECO Leaseheld Interem as deseribed in
this TV, herein (“Option Wells").

McEhvuin shal] potify NOSECO of exch Optist Well prior tc commer cement thereaf
McEivair shall drill eech Opton Well 1o & depth sufficient to tost the Mesaverde formation,
2t minimuam, bt ey, ot it opuon drill same o 2 ncpf.b sufficient w0 test the Dalote
formston

MeElvain shall érill ne lesr than toee Optmn \V:lk cack veay dunng ke teom of this
Agreement (3 year being & €5 iy peried begingdng wnh effective due of this Aproement)
Ur.er. completion, or plugpging and shendvnmeni of an Opron Well, NOSECQ shall delives
1 McElvam ag a<tignment of Y00% of irs Lessehold Interest in snd under the respeciive
Scctiop conlaning cach Opuon Well drilled sebject 10 3 reservation by NOSECO of the
Regerved Override

Reterved Overnde shall be due 2nd psyatle o1 dare of firt production from Option Well(s)
as tc all fonnatonr uncer which Reserved Override was retained

Upan expirabior: or termiraton of this Agrcement McElvnin shall relinguish and reassign w
NOSECO all Oprior Land» which had previcusly been vamed by and sssigned 10 MeElvain
bercunder which are then nat included within & Spacing Lhait for s well drilled hereundsar
whick is cspeble of producing oil or gas bydrocerbons in comumercinl quanities,

V._rﬂ!

McE]vam shall hzve the right 1o suspend revermues zurbuuble 10 sny porticn of the
Reserved Override which burdens any Leacehold Inerest of NOSECO (or pertion thereaf)
wffeciea by a Tile Delrct as descrnibed undey 3 Trtle Opinion covering such Leaschkeld
Intes2et (or porticm thercof).

McElvain shall notify NOSECO in writing of its mment wo euspend revenucs and allow
NQEECO rearonmetie period of £me in which 10 cure (or asrist McElvain in curnng) the
zpplicable Title Defoct .



NOLECO Comporation, et al
Dexember 53,2000

Page 4

Upoe receipt of evidenee a Title Defect is eared (to McElvair’s suniefaction or as required
unfer a3 Title Opimdcn) all 1everuss fusperded as & rasull of such Title Defeut sball be
relews ed and reoutted 1 NCSECO

WOLECO rhel) urc iy bt font W e23int MeEhvain o eremip) o vure e 16 NOSECO
Lemvenold lnterest cummited hexeto. NCSECO’s best effons shall inclpde, withowm
Limfwrtion, providing ell rieteriuds in its perrereion widch affe or relaee w the NOEECO
Tighre comrmuited 1c tir Agreemert and which ore Lot rertricied by centroctual Nmitanans,
Cost 1o secore Title Opinions shall be borne by McElhvaip and, if eprbesble, shall be
included in the cost W be recovered in reaching “Fuyour” as defines above

VI. Miseellaneons

-

Iaistine NCSECD WellaFroeduction - This Agtecment shall raclyde spesificslly any well
cr ofl 2136 gas producton 1c which NOSECO cuntenly ewns, copurnls or is endnted 1o all or
a poroor, of 2 of the dote of 1his Agreement It is uot The intent of this Agreement fur
McElvem 1o zssume zny interest of NOSECO unim any oi] and gas well (wihether
produs-ing or not) which cxinz as of the dste of this Agrecinent and which is not oporeted
by McE'vain Oil & Ges Fropertes, Inc., ar any predecoon chizined from any such oil and
gas weli(s).
Deyth Lipdtatiane, Assignmente delwcrc,d Eescvrder shall be Hmited to cover only those
depths Som the svrface 10 the wial depih of the xepecive well which camns such
usinmmt(n)

piovile. Terms hereunder zxe affered by MeFlvain eg it affocee existing interests
of WOLECO under Orders ane subjust appioval and sccepunce of all pamies who had
_yomtd McElvain in the essunption of the pbBpations end 1igbts of NOSECO foree poolnd
undes such Orders. “Such other parties repsesest wn everage of approvimately 30%-33% of
the MOLECO interects aseumed, The portior of all effected Imerests cwned or conirelled
bty McElvain shall yepein cononitied herennder whether the terms are accepred or
arproved by 2!l some o none of such oiber panies,
Ienp. This Agreemem ehell rerueiv in force and effeet for a wrm of four (4) years, or £9
lorg a5 the ctlgatons of MeElvaio wo il Opllon Wells it met, as provided,
NOSECO Parmery. NOSECO agroes o usc itt best efforts 1o secure joinder by the joint
lezcebold cwoers under the cil and gas leeses commitied by NOSECO herevnder who
received imerests throogh arnzrgenients with NOSECO or Mesa Grande Respurces, Ine.
Indempificatiqp. NOSECC sgreer o indennify znd hold McElvun, itt spcoéssors ard
easigns harmless frem any liability resulting from sctions, opcrations, or condast incunsd
for perfurmed or enteité Lo by WOSECO prior to the dare of this Agreement which may
afect the Lesschold Imereety sssumed or 2ssigned to MoElvain bereunder, including,
witt owt limitat os contractual otligetient not performed or not compleied.
Pricy Ayrcements. 1t is understood that this Agmement sopercede and reglace all prior
agmements betwween the partes s o asumption of yights and dutics for drlling,
comnpletng and prodacing wells and the esrning of ineresus cnder the lands commived
herats .




NOLECO Corporation, et al
December 2, 2000
Page 5

If yew zre in upreemert te the abeve werme s conditione a: rejroscoted Lerein, pleasc sige i the
spece provided below and return cne copy of this Jetier to the urcemsigned at your earliest
possible corvenience. Negonated temms of this ofier is subject tc firal McFElvaie management
spproval and msy be withdrwe 2t McEhuin’s optien vpon celivery of writien notice to
NOSECO prior w0 aweeptonce by NOSECO. This offer thell expire 9 of the close of business on
Decerzber 10, 2000 1f pricy wriuen eccepiznee heroof by NOSECO i not deliversd 1 McEjvaim.

Plesse feel free 10 call 1o disarse there terme further, if neccerary, 1 if vou heve any cuertens
concerning the ebove or erected, We cerzitly leok forward to fina) conclusion of 2 farmout
anzngement with yow fom in the very near forarc. Thznk you far your cousiderabon and

suppon of this requeat.
Very truly yeurs,

T.H MeTIvars OL & GA2 YIMOTED PAKTNE L EIOP

Py MElvein 01 & yym} Inc, Sole Gour ra) Partnn
‘w 4
emna_ ot . )&nw
Maons L. Booa, CPL

Land Manager
MLBAdi
4 GRELD AND ACCEPTED THIS /g 7% DAY OF _Febuety 2001 |
NOEECO CORFORATICN NEUL FAMILY TRUST
(B3I B /
. o’
BY: & ZZJ.M@JM BY: d /’ ILZM
(Title T £ Ve (Title
GAVILAN DOME FEOPERTIES JOHANSEN ENLEGY PARTNERSHIF
3 Califormia bmited psrmersbip ¢ Texas general partmership
BY: ___ BY:

(Tiale) (Title)



e EXHIRIT “A”

Atlachec 1o end meLe & peni of that cenein Farmaout Offey Lanter ¢oied December £, 2000 from T.
H McEhwin 02 & Gas Limited Parmenship 1n NOSECO €orperstics, et gl.

Exisripg Wellg

Ceuper Com n4-1 Well TZEN-REW, Section 41 NE/S

Mesaverde Test — Preducing
Couger Comi §23-1 Well TLEN-RIW, Section 33; SE/A4

Dakots / Megsverds Test

Compleied in both - 10 be commingled
Elk Com &1 Tz5SN-R2W, Rection 3: SW/a

Messverde Test ~ Prodncing
EI Com 1A T2SN-RIW, Section 3: NW/4

Meszverde Tast - Producing
Beer Com £29-1 26N-F2W, Secticn 29: SE/4

Dakows / Mesaverde Test

Completed in Dakota

To be complewed in Mepeverds and cummmaingled
Couger Com #4-2 Wel T1SN-RZW, Section 41 NW/4

Dakota / Meseverde Test

Drilled and logped, weiting on corplerion

Teas Wells

Covgar Corn #4- 1A Well T2SN-RIW, Secton 4. SE/4
- , Meseveide Test — re-cotry
Dakots 10 be testod later
Moving on locetion

Qutign Londs
Jownship 23 Negh, Raxee 2 West
Sectipny 1-3¢€
Tewpship 35 North, Rapee 3 Wesr
Sections 1-36
Townshin 26 Narth, Bange 2 Wes
Secticmg 12.36



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

No. D-0101-CV-01-815

T.H. McELVAIN OIL & GAS LIMITED
PARNERSHIP,

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

Defendants.

APPLICATION FOR PRELIMINARY INJTINCTION

The Defendants/Counterclaimants, Peter C. Neumann, individually, Neumann Family Trust and
NOSECO Corporation (“Neumann Group”), pursuant to SCRA 1-0-66.A hereby make application to
the Court for an order preliminarily enjoining the Plaintiff T.H. McElvain Oil & Gas Limited
Partnership (“McElvain”) from entering upon the property of the Defendants and drilling and
completing oil and gas wells thereon and as grounds fherefore states as follows:

1. Plaintiff McElvain commenced this suit against the Neumann Group on April 2, 2001.
McElvain asserts that the Neumann Group has entered into a written agreement with McElvain by
which McElvain has an option to acquire certain rights in oil and gas properties now owned by them.

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

existing agreement (hereinafter “the Alleged Farmin™). On its face the Alleged Farmin contains an

Attachment 2



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

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

3. Notwithstanding the pendency of this litigation, on or about April 12, 2001 the
Neumann Group received notification from McElvain that it proposed to drill a well designated as the
Cougar Com #5-2 Well on Sec. 5, SE/4, T25NR2W in Rio Arriba County, New Mexico and
requesting that the working 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.



4, On Apnil 30, 2001, the Neumann Group received notification from McElvain that it
proposed to dnill a well designated as the Cougar Com #32-2 Well on Sec. 32, SE/4, T26NR2W in Rio
Armniba 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 Apnl 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.
Regardiess 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



drilling and completing the two wells. McElvain will claim it is entitled in equity to
recover these funds if ousted by the Court from this property. The Neumann Group or
their successors in interest would be seriously injured if compelled to compensate
McElvain in some equitable manner.
c. Despite this litigation, McElvain is committing the Neumann Group to participate
in these proposed drilling. projects. Even if the Neumann Group prevails in this case
and the Court determines that McElvain is not entitled to the Neumann Group’s
interests, they may nonetheleés find themselves as participants in the drilling projects.
Consequently, the Neumann Group may be obligated to pay some proportionate share
of the dnlling 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



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

8. In determining whether to grant injunctive relief, the Court must consider a number of
factors and balance the equities and hardships to the parties. Insure New Mexico [I.C v McGonigle,
995 P.2d 1053 (N.M. App. 2000). Among those factors are: 1) the character of the interest to be
protected, 2) the relative adequacy of the injunction when compared to other remedies; 3) the interests
of third parties; 4) the practicability of granting and enforcing the order; and 5) the relative hardship to
result if the petition is either granted or denied. Id.

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

10.  For the reasons set forth above, McElvain should be required to maintain the 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



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.

}/l 2ed, g //4

MARY/fE WALTA

Attom‘eys 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 “Application for Preliminary
Injunction” was mailed to the following counsel of record on this (y#/; 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

- s
| Jﬁ%bjyﬁ Z//zjz;;

Mary E. Wafta

\Wkkme_serverimarAMW public\Gavilam MATTER 001 (McElvain v. Neumann & NOSECO)\Pleadings\Application for Preliminary Injunction.doc
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\‘ T. H, McElvain Oil & Gas Limited Partnership

: McElvain Oj) & Gas Pro‘Perties, Inc., 10le General Partacr
r 1050 17 STRELT, SUTTT 1200

DENVER, COLORADO 30265

NONA L. KINTON, OFL TLErnonE 303-F33-0933  EXT.306
LAND MANAGER

_‘ Fax 303-393-0914

‘ fnmﬂ monabBmeaivaipoiiandans som Ccliaiar 303-509-2053
|

April 12, 2001

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

Re: Cougar Com #5-2 Well Proposal
Jewmship 25 North, Ragee 2 West

Sestion 5: SE/4

Rio Arriba County, New Mexdco

Elvain Oil & Gas Propertias, Inc., a3 sols general partner and Operator in bebalf of T. H. McElvain Oil
.Gas Limited Partaership (“McElvain™) hereby proposes the drilling of 6,200" Mcsaverde test well to be
a legal location in the SE/4 of Section 5, Township 25 North, Range 2 West, Rio Arriba County, New

ico,

sstimated cost 10 drill and complets the well, ag proposed, is $807,335 which is derailed on the

osed McElvain Authority for Expenditure darsd Maxch 8, 2001. Pursuapt to McElvain's review of

records roflects the ownership of tho E/2 of Section 5 (Lots 1, 2, S/2NE/4, SE/4) as the dedicat
ion vuit 1o be as fiotlows:

T H. McElvain Oil & GAS Limited Pastnership 36.201120% (%
Mesa Grande Resources, Inc. 22226185%
Mesa Grande Ltd. 11.865500%
Guvilan Dome Propertiss 4.690113%
Arriba Company Lid. 0.624500%
Hooper, Kimball & Williams 3.320999%
Cherokes Operating Co. 7.634567%
Thex Pastnorship . 3.900622%
Petco Limited 3.900622%
Carclyn Clark Oatman 0.218620%
Warrent Clark Trust 0.20336%%
Testamentary Trust u/w/o Warren Clark 0.106767%
Pramier Opermting Co, 0.097816%
" Rending iitle tranger to T, M. McEivain Oil & Gas Limited Partnovship pursuant to individual arrangemonts with Neseoo

rporation 2.691656%, Newmann Family Trust 4,69123%, and Nid&Q Operating Compary 16.312593%,

breakdown of tract owmerships and recap of spacing unit totals is enclogod for your review and
ormation. An Operating Agrasment prepared o AAPL Model form §10-1532 to govern operations

EXHIBIT

s
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To Working Iuterast Ownars
Cougar Com #5-2 Well
April 12, 2001

Page 2

e

'. dcross the designated spacing unit (E/2 of Section 5) at depths from the basc of the Pictured Cliffs

formation to the base of the Mesaverde formation has been propared and is alsc enclosed herewith for
your reviow and sxecntion,

We request that you review all of the enclosed materialg relative 1o this proposal and procsed as follows:

« [ndicats your clection regarding pasticipation on the enclosed Election Page, cvecute both
copics in the space pravided and return one to the undersigned,;

If your election is to pasticipats, also exscute both copics of the enclosed Authorization for
Expeoditure and retum one copy to the undersigoed along with a summary of your well
reporting requirements (blank form is enclosed for your conveniencs, if needed);

Executs the enalossd Operating Agreement and extra signaturs page therero, returning the
extra gignature page fully oxecuted to the undorgigned

[biofax copics of the sxocuted documents will be accepted at:

McElvsin Ol & Gas Properties, Inc.
(303) 893-0914
Attention: Mona L. Binlon

mvided that original copies are delivered promptly thersafter.

bElvain is an active operator in this cumrsotly drilling and completing now wells and ro-cntering re-

npleting existing wells as an effort to explars and develop the Mesaverde formation. At this point we
ve under contract rig(s) and aquipment which are adequate 1o perform the proposed operation, however,
8 equipmont must be kopt sctive in order to maintain contract rights for thelr use. The proposed test
all described hersin i3 schedulod in this program to commence mid year 2001 and in light of the
roumstaness and in order to avoid additiosal delays which could arisc fram weather conditions or
b asitive surfacs tedtrictions, we respectfully request that you review and respond to this porposal at your

jost possible convenience. If you have any guestions concearning this proposal, please foel froe 1o
atact the undersigoed,

XY

ry truly yours,

i

Y. McElvain Oil & Gas Limited Partnership
McElvain Oil & Gas Properties, Inc., sole General Partner
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H McElvain Ol & Gas Limi
: D 1 7% Stroet, Suite 1800
o :[VOT, CO 80265

42 Grande Resources, Inc.
B Phultower Bldg
a, OK 74103

i Grande Lid.
B #2000
4, OK 74103

if
i

lan Dowe Properties
Cedarwood Drive

8 { OK 74153-0984

bile CLVMLIT VlL&LHD JWooosdolg

WORKING INTEREST OWNERS

tad Partnership

NO. 332
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ELECTION PAGE

Cougar Com #5-2 Well
March 29, 2001

YES, I/'We do hereby elect to participste in the drilling of the Cougar Com #5-2

Well as & Mesaverde test to be located in the SE/dof Section 5, Township 25 North,
Range 2 West, Rio Arriba County, New Mexzico.

L
[

execute and return the Operating A greement 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 bereby elect NOT to participate in the drilling of the Cougar Com #5-2
Well a5 a Mesaverde teat to be located in the SE/4of Section 5, Township 25 North,
Range 2 West, Rio Arriba County, New Mexico.

A4 an alternative to participation, U'We hersby offer support to McHlvain and the
participating parties hreunder the following:

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

I/We hereby offer to faymout my/our working interest in the propesed
well on mutually acceptsble terms to be negotiated among the partles
and, therefore, request a proposal of terms from McElvain; OR,

L/'We hercby offer to sell my/our interest (n the proposed well ag an

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

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

nen-participating, noa-drilling party subject to the penalty provisions
contained therein,

Telefax execytod documents to
Monau Binion
(303) 893-0914

Mail origigal executed documents fo
Morna Binion
McElvain Oil & Gas Properties, Inc.
1050 17® Street, Suite 1800
Deuver, CO 80268



. Cougar Comn #5-2 el
Working { Net Ravanue Extimatss
Fi2 Secfion $, TZ5N-RZW
Firom Base of Pictured CHffs (o Baze of Mesaverde

:ﬁﬁ :IM.
Lois 1, 2, SANE/4 Sackon S

Nad-1806 i

160,20 acres

Be{ow haro of PC fo 150 bolow bags

PIEREEREAE SHHRITA NTHATNR "L MWD BT TOND 0T N

b9:q - e ON

Al Depths
1IN0
. ot Tract 2 acd Trad 4
S1.03% Z4.00% 1249% [ 124
Cwariet W TFEW Wi TPF Vi W rW | " TPFWI
- [THMcEWELTD (NMEO Opeeaing) | 5.445275%] 3224571%] 2301430%| 0537616% 1 2

M NcBwin LTD (Hoseco Corpomlion)|  6.379008%|  2091118%
" H NcEivain LTD (Meusnann Trusd) 34T 17.197813%
Fkesa Grande Resources HABITK| 226E% v
[Gerdan Desoe Propertien BITS00K]  4.590313%

Grande L1D 85000%{ 11.865500%
Aria Compeny, Ud 0I0%| DE24500%
tiooper, Kinbal & Wik F330%] _ 5.329000%
Cherokes Openifing (NWMEO77) 30.550480% 6%
Pex Fadrerstip S E0R730%]  3S062%)

[ 15 608730% SOE%
Carolyn Clark O sten 0B74537% HBE20%
[Watren Clark [rust DA{3800% 203367%,
wstametdry Tresl uiwlbo Yaren Gk § - BAZEN
rowr [10 ~_8.8§a— 24.980000%[ 100.000000%] 12 100.000000%] 12 490000%
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AFE NUMBER:

DATE: 4/12/2001

WL NAME: Cougar Com 5,2

LOCATION: T2AN-RIW KEC._§ §8/4

COUNMTY RIQ ARRIBA COUNTY

STATE NEW MEXCQ

PROPOCESED DEPTH. {200

PURPOAR OF AFE:

Crltl Mouawerda teet wal|

intangible Drilling Coats:

3310150

S et A L 4 E s} 100 bk L)

Facities

Land, Geological, Gacphysical, Prospact

I A

COMPANY:
BY:

COMPANY;
wY;

COMPANY:
{3 )

COMPANY;
Y
CONPANY:
BY:

COMPANY:
BY;

COMPANY:
-3 4}

COMPANY:
[ A8

COMPANY:
}lYa

COMPANY:
Y

OOMPANY:
BY;

COMPANY:
BY:

Mposa Grande Resourcss

Guvilan Dome Peaperiien

Meowa Grande LTD

Arbg gamany i,

Hapgy Kmbubi &

Cherokse Operating Co.

{bex Partmentship

Palog

Caynjyn Clark Ostmmn

Wanren Clark Trust

T nty Trust uido Clarx

Premisr Operating Co

DATE:

WORKING WTEREST;
DATH:

WORKING INTRREST:
DATE:

WORKNG INTEREST:
DATE:

WONKNG INTEREST:
DATE:

WORKING INTERJST!
DATE:

WORKING INTEREBT:
DATE:

WOARING INTRREST:
DATE:

WORKING INTERELT:
DATE:

WORKMT INTEREST!
DATE:

WORKINQ INTEREST:
DATE:

WORKNG INTEREST:
DATE:

WORKING INTRRES T
DATE!

WORKING INTEREST:
DATR:

0.21062

0.203340

|

0,108787%

|

7810%

%

100.6000000%



b _-LYAIN L & GAS PROP

ERTIES,\..J
AUTHCRITY for EXPENDITURE
March 82001
Cougmr Cam 5 #2 .
SE/4 Sec. & TZ5N R2W: o HD;.E ComLLELTED
Ordlling Intanglbies
Thls Work & Surve, 3,800 3,800
Location, Rosa, Cramegesa 30,000 30,000
Footage 8200' g $23.00/0 142,800 142,600
Daywork 27 dayx @ $8500/dmy 21,250 21,250
Air Cor-pressers & days @ $3200/dmy ’ 1;.500 ‘ 13000
Wabe: Hauling T7.5m 7,800
I¥<ar.al Equipment 1,80¢ ! 1,800
\e'all Logging 20,000 20,000
M e ..., 5,800 ... 5500
Cament & Satvices..Surface, ntermadial e ) 26,006 ' . 2500’0
Cament & Services..Plugging 10,000
Trucking & Lator 10,000 10,000
Overhesd & Suparvision 18,000 6,000
Misc Costa 12.000 1% 200
Contingancy
Total Drilllng 320,180 310,150
Compietion intangibies
Cement & Servicen. Production Cesing 12,800
Cormpletion Unit 20 days Q@ 32,300/day 50,000
Logging & Pertarating 15,000
Stimulation 160,000
TOLETAK RO et oo romer e | .., 2000
Supervision 20 days ¢ S8s0/day ' '15,0‘06
Water 25,000
Trucking 6.000
Roustabouts/Labor 7 days @ 82000/day 14,000
Specialized Toola 4,500
&% Contingency 17,350
Total Completion 0 364,350
Total Intengibles 320,180 874,500
Tangibles
Casing..Surface 800" 9 58" [ 312.80/, 7,880 7,880
Casing.Production 3760' 7* @ $7.40m. 27,750| 27,750
Casing.. Liner  2450' 4 %" @ .70/ 8,085
Uner Hangar 8,500
Float Equipment 1.500 2,500
Tubing. 6200 2 8" B $2.201 . v e e o 13,840
Walinand o 1,500 8,600
Artifical LIt 6,500
Tanks & Pita 32,200
Separstar 17.800
Line Pipe & Fittings : i 8,000
Total Tangibies 38,430] 132,335
Total Well Cost  $353,580 $807,335
APPROVALS:
McENgin OX & Gas Propertied:

Date: _Z,L%Z.Q_L.




T. H. McElvain Oil & Gas Limited Partnership

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

DENVER, COLORADO 80265
b prNA L. BINION, CPL TELEPHONE 303-893-0933
Ir 306
D Manacer FAX 303-893-0914
:l 4i! monab@imcelvainoilanyges.com Cellular 303-303-2058
aly 9, 2001

DIWORKING INTEREST OWNERS
Hee Attached Addressee List)

b 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

Hitlemen:

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

pvisously, The revised interest are set forth as follows: oo
* I.H. McElvain Oil & GAS Limited Partnership 7.639471% (*)
NM & O Operating Company 12.490000%

i Noseco Corporation (or T. H: McElvain Ltd by Farmout) 2.691118% (*%)
Neumann Family Trust (or T. H. McElvain Ltd by Farmouy 17.197813% (**)
Premier Operating Co, 3.915101%
Cherokee Operating Co. 0.000000%
Williams Production Company 0.000000%(***)
Mesa Grande Resources, Inc. 27226185%
Mesa Grande Ltd. 11.865500%
Gavilan Dome Properties 4.690313% _
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 ww/o Warren Clark 106767%




b Working Interest Owners
bugar Com #5-2 Well

ay 9, 2001

H3gc 2

Pending title transfer 10 T. H. McElvain Oil & Gas Limited Partnership pursuant to individual arrangement with NM&O
L ating Company.

nterest shown subject to title dispute affecting proposed operation which Is pending resolution under case filed in Disirict
wrt of Rio Arriba County, New Mexico.

P& Uncertainty oy to status of entitlement lo reversionary rights in favor of Williams Production Company reflected in title
i to one of the subject leases.

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

you have not previously returned an election reparding participation in the proposed operation, we
Hquest 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;

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

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

blefax copies of the executed documents wil] be accepted at:

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

ided that original copies are delivered promptly thcrc*:aﬁcr,

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

Y Ery truly yours,

H. McElvain Oil & Gas Limited Partnership
yMcElvax il & {zas Properties, Inc., sole General Partner

ma L Bmmn,
nd Manager



WORKING INTEREST OWNERS
Cougar Com #5-2 Well

May 9, 2001
T.H L[(;Elvain Oil & Gas Limited Partnership Noseco Corporation

7™ Street, Suite 1800 7400 East Murray Drive
Dergey; CO 80265 Reno, Nevada 89511
Medh|rande Resources, Inc. iy Neumann Family Trust
131 | Kiltower Bldg ¢/o Peter C. Neumann
Tul |OK 74103 P.0.Box 1170

Reno, Nevada 89504

${ Prande Ltd. : U
9" Street, Suite 200 - Ibex Partnership
0K 74103 P.0.Box 911

Breckenridge, TX 76424-0911

An Dome Properties :
¢darwood Droive Petco Limited
s, CA 94556 P.O.Box 911
. Breckenridge, TX 76424-0911

ity Company Ltd. .

Box 35304 Carolyn Clark Oatman
HIQK 74153 Drawer 310

Bastrop, TX 78602

Hodligr, Kimball & Williams, Inc, (9
555 . outh Lewig, Suite 301 . Wairen Clark Trust
Tul@IOK 74105 . Box 73

Austin, TX 78767

ains Production Company

Box 3102 Testamentary Trust w/w/o Wazrren Clark
HJOK 74101 Box 1846

Austin, TX 78767

fr: Operating Company

iH 9P Street, Suite 200 Premier QOperating Co.

L |OK 74103 P. 0. Box 35984

Tulsa, OK 74153-0984




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

YES, I/We do hereby elect to participate in the drilling of the Cougar Com #S-2
Well as a Mesaverde test to be located in the SE/4 of Section 5, Township 25 North,
Range 2 West, Rlo 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 #5-2

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

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

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

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

L/'We hereby offer to sell xay/our Interest in the proposed well as an
alternative to participation and hereby request a proposal of sale terms
from McElvain; OR,

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

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

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

Mail original executed documents to
Mona Binion
McElvain Oil & Gas Properties, Inc.
1050 17" Street, Suite 1300
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

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

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

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

NO, YWe do hereby elect NOT to participate in the drilling of the Cougar Com #5-2
Well as a Mesaverde test to be located in the SE/4 of Section S, Township 25 Noxth,
Range 2 West, Rio Arriba County, New Mexico.

As an alternative to participation, /'We hereby offex 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 woxking 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,

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

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

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

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



‘4/1 2/2001

DA

WEll : NAME: Cougar Com #5-2 Well
Locktion: T25N-R2W SEC.5: ER
coliry RIO ARRIBA COUNTY
ST NEW MEXICO
PROJKISED DEPTH:  TD 6200

PURBIISE OF AFE:

Drili Mesaverde Test Weill

lmanglblc Dnlhg Costs
Tangrble Dnllmg Costs

Intangible Completion Costs:
Tangxba Campletian Costs;

Facilities

$38,430

$364,350
$84,405

Land, Geological Geophysical. Prospect

e A
$310,150

| ICOMPANY :

BY:

T.H. McEMan Oil & Gas Ltd
By: McElvain Oll & Gas Properties Inc., General Partner

COMPANY:

NM&O Oparating Company

: BY:

llcompany:

Mesa Grande Resources, Inc.

BY:

| ICOMPANY:

BY:

Mesa Grande, LTD.

[ ICOMPANY:

Gavilan Dome Properties

E BY:

COMPANY:

Noseco Caorporation

BY:

COMPANY:

or
T, H. McElvain LTD (by Fammout)

BY:

COMPANY:

Neumann Family Trust

BY:

COMPANY:

or
T. H. McElvain LTD ( by Famout)

BY:

WCRKING INTEREST:
DATE:

WORKING INTEREST:
DATE:

WORKING INTEREST:
DATE:

WORKING INTEREST:
DATE:

WORKING INTEREST:
DATE:

WORKING INTEREST:
DATE:

DATE:
WORKING INTEREST:
DATE:

DATE;

7 639471%

12.480000%

22.226185%

11.865500%

4.680313%

2.691118%

17.197813%

|

!
Couga. 3 ArE
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AR

e

COMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

GCOMPANY:
BY:

CGOMPANY:
BY:

COMPANY:
BY;

BY:

ICOMPANY:;
BY:

ICOMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

EDMPANY:
BY:

COMPANY:
BY:

COMPANY:
BY:

BY:

Premiler Operating Co.

Artlba Company, LTD

Hooper, Kimball & Willlams, Inc.

Ibex Partnership

Petco Limited

Carolyn Ciark Oatman

Warren Clark Trust

Testamentary Trust uiw/o W. Ciark

COMPANY:

COMPANY:

COMPANY:

BY:

TOTAL

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:

WORKINQ 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 lNTERE_ST:

DATE:

3.915101%

0.624500%

8.328999%

3.900622%

3.800622%

0.218620%

0.203368%

0.106787%

100.000000%

Cougar,

Baidan

q AFE
1 Y0




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

1050 17™ STREET, SUITE 1800
DENVER, COLORADO 80265

MONA L. BINION, CPL TELErHONE 303-893-0933 EXT1.306
LAND MANAGER. FAX 303-893-0914
e-mail monabicgnicelvainoilandgas.com Cellular 303-809-2058

e R

April 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 Qil
& Gas Limited Partnership (“McElvain”) hereby proposes the drilling of a Dakota/Mesaverde test well to
be at a legal location in the SE/4 of Section 32, Township 26 North, Range 2 West, Rio Arriba County,
New Mexico.

The estimated cost to drill and complete the well, as proposed, is $996,640 which is detailed on the
enclosed McElvain Authority for Expenditure. Pursuant to McElvain’s review of the records reflects the
ownership of the $/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 ﬁzvm of Williams Production Company reflected in title
chain to one of the subject leases.

EXHIBIT




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

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

Telefax copies of the executed documents will be accepted at:

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

provided that original copies are delivered promptly thereafter.

1

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

feel free to contact the undersigned.

Very truly yours,

T. H. McElvain Oil & Gas Limited Partnership

By McElvain Oil & Eas Properties, Inc., sole General Partner
;;0

na L. Binion, CPL
Land Manager

MLB/idi

Encls.



WORKING INTEREST OWNERS
Cougar Com #32-2 Well

T.H. McElvain Oil & Gas Limited Partnership

1050 17" Street, Suite 1800
Denver, CO 80265

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

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

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

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

Joe Elledge
P.0O.Box 111
Farmington, NM 87401

Mesa Grande Resources, Inc.
131% Philtower Bidg
Tulsa, OK 74103

Gavilan Dome Properties
1800 Cedarwood Drive
Moraga, CA 943536

Johansen Energy Partnership
P. 0. Box 1773
Witefish, MT 59937

Dugan Production Corporation
709 East Murray Drive
Farmington, NM 87499

Noseco Corporation
7400 Lakeside Drive
Reno, Nevada 89511

Peter C. Neumann, Trustee
Neumann Family Trust

‘One Elm Court Street

Reno, Nevada 89501

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



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

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

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

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

NO, I/We do hereby elect NOT to participate in the drilling of the Cougar Com #32-

2 Well as a Dakota / Mesaverde test to be located in the SE/4 of Section 32,
Township 26 North, Range 2 West, Rio Arxriba County, New Mexico.

As an alternative to participation, I/'We hereby offer support to MLElvam 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" Street, Suite 1800
Denver, CO 80265




ELECTION PAGE

Cougar Com #32-2 Well
April 30, 2001

YES, I/We do hereby elect to partictpate 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 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" Street, Suite 1800
Denver, CO 80265




Tract 1

SW Section 32

NM-97827

160 acres / 320 acres (50%)

Tract 2

SE Section 32

NM-01806

160 acres / 320 acres (50%)

Cougar #32-2
SE/4 of Section 32

Township 26 North, Range 2 West

S/2 of Section 32

Tract 1 Tract 2 Totals
Owner Interest Source wi TPF WI Wi TPF WI Interest Company

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

(NM&Q Farmout) 3.427754% 1.713877% 1.713877%| 34.213877%
T. H. McElvain Oil & Gas / Noseco Corp. Direct 25.377878% 12.688938%( 12.688938%| 12.688938%
T. H. McElvain Oil & Gas/Neumann Family Tr. Direct 20.09571C% 10.047856%| 10.047855%( 10.047855%
Cougar Capital, LLC Direct 13.00000% 6.500000% 6.500000% _

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

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

(NM&O Farmout) 0.263673% 0.131836% 0.131836% 2.631836%
Big Snowy Exp Direct 5.00000% 2.500000% , 2.500000%

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

(NM&Q Farmout) 0.105485% 0.052735% 0.052735% 1.052735%
Gavilan Dome Direct 16.228027% 8.114013% 8.114013% 8.114013%
Mesa Grande Resources, Ihc. Direct 6.853043% 3.426522% 3.426522% 3.426522%
Johansen Energy Direct 1.171875% 0.585938% 0.585938% 0.585938%

Cugan Production

Direct

25.00000%

12.500000%

12.500000%

12.500000%

Totals

100.000000%

50.000000%

100.000000%

50.000000%

100.000000%

100.000000%




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

No. D-0101-CV-01-815

T.H. McELVAIN OIL & GAS LIMITED
PARNERSHIP,

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

Defendants.

REQUEST FOR EXPEDITED HEARING

1. Jury X_ Non-Jury

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

3. Disqualified Judges: N/A.

4. Specific matter(s) to be heard: Application for Preliminary Injunction

5. Estimated time for hearing all parties and witnesses:  One (1) Hour.

6. Date pretrial order was filed or date of pretrial conference: N/A.

7. There are not any hearings presently set; if so, when: N/A.

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

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

Post Office Box 2208

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

Thomas C. Bell, Esq.

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

(303) 892-9400

Mary E. Walta, Esq.

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

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



Respectfully submitted,

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

By: /)//LZLI( /(_.’zé/( [
MARY E. ALTA
Attorneys for Defendants and Counterclaimants
Peter C. Neumann, Neumann Family Trust
and NOSECO Corporation
Post Office Box 787
Santa Fe, New Mexico 87504-0787
(505) 982-4374
Facsimile (505) 984-8631

CERTIFICATE QF SERVICE

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

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

Post Office Box 2208

Santa Fe, NM 87504-2208

Thomas C. Bell, Esq.

Davis, Graham & Stubbs, LLP
1550 Seventeenth Street, Suite 500

Denver, CO 80202
)ﬁ,ac {C{C/v( ‘FLZL_/

MARY E. \)X/ALTA

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



