
JAMES BRUCE 
ATTORNEYAT LAW 

POST OFFICE BOX 1056 
SANTA FE, NEW MEXICO 87504 

SUITE B 
612 OLD SANTA FE TRAIL 
SANTA FE, NEW MEXICO 87501 

(505) 982-2043 
(505) 982-2151 (FAX) 

August 1, 1998 

L o r i Wrotenbery, D i r e c t o r 
O i l Conservation D i v i s i o n 
2040 South Pacheco Street 
Santa Fe, New Mexico 87505 

Re: Case No. 11992 ( A p p l i c a t i o n of Penwell Energy, Inc. f o r 
Compulsory Pooling, Eddy County, New Mexico) 

Dear Ms. Wrotenbery: 

Enclosed f o r f i l i n g are an o r i g i n a l and one copy of a motion 
regarding the above case. 

Very t r u l y yours, 

James Bruce 

Attorney f o r Canadian Kenwood Company 
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF PENWELL ENERGY, INC. 
FOR COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO. Case No. 11992 

Order No. R-11004 

MOTION TO HOLD ELECTION NOTICE INVALID 
OR IN THE ALTERNATIVE TO 

STAY THE ELECTION PERIOD UNDER ORDER NO. R-11004 

Canadian Kenwood Company ("Canadian") moves the D i v i s i o n or 

the Commission f o r an order (a) holding, among other t h i n g s , t h a t 

an " e l e c t i o n " l e t t e r sent t o Canadian i s i n v a l i d under Order No. R-

11004, or (b) staying the election period until the de novo 

a p p l i c a t i o n f i l e d h erein i s heard, and i n support thereof, s t a t e s : 

I . FACTS. 

Penwell Energy, Inc. ("Penwell") ap p l i e d i n Case No. 11992 f o r 

an order p o o l i n g the SEMSW4 of Section 19, Township 18 South, Range 

31 East, NMPM, Eddy County, New Mexico, f o r a l l pools or 

formations, from the surface t o the base of the Wolfcamp formation, 

spaced on 40 acres. The u n i t was t o be dedicated t o Penwell's West 

Shugart "19" Fed. Well No. 1. Canadian entered an appearance i n 

the case. 

The only well proposal l e t t e r sent by Penwell to Canadian 

before the hearing proposed a 10,300 foot Wolfcamp t e s t . See 

Penwell Hearing Exhibit 3 . The AFE attached to that l e t t e r was for 

a Wolfcamp well. Id. The evidence submitted by Penwell at hearing 

to support a non-consent penalty against Canadian r e l i e d solely on 

Wolfcamp geology. See Penwell Hearing Exhibits 5-8. 

Order No. R-11004 was issued on J u l y 13, 1998. I t contains 

the usual p r o v i s i o n s of a p o o l i n g order, i n c l u d i n g the f o l l o w i n g : 



PROVIDED HOWEVER THAT, the operator of the unit s h a l l 
commence d r i l l i n g the well on or before the 1 s t day of 
October, 1998, and s h a l l thereafter continue d r i l l i n g the 
well with due diligence to a depth s u f f i c i e n t to test the 
Wolfcamp formation. 

Order No. R-11004, Decretory 1 ( 1 ) , second paragraph (emphasis 

added); and 

A f t e r the e f f e c t i v e date of t h i s order and w i t h i n 90 days 
p r i o r t o commencing the w e l l , the operator s h a l l f u r n i s h 
the D i v i s i o n and each known working i n t e r e s t owner i n the 
subject u n i t an itemized schedule of estimated w e l l 
costs. 

Order No. R-11004, Decretory 11(3). A working interest owner 

furnished with a schedule of well costs must pay i t s share of costs 

within 3 0 days to avoid the penalty provision contained i n the 

order. Order No. R-11004, Decretory H ( 4 ) , (7). 

After the entry of the order, Penwell sent a l e t t e r to 

Canadian dated July 15, 1998. The l e t t e r re-proposed the well as 

an 8,40 0 foot Bone Spring t e s t , and attached an AFE for a Bone 

Spring well. See Exhibit A. 

I n order t o preserve i t s r i g h t s , on Jul y 30, 1998 Canadian 

applied f o r Case No. 11992 t o be heard de novo by the Commission 

pursuant t o NMSA 1978 §70-2-13 (1995 Repl. Pamp.) and D i v i s i o n Rule 

1220 . 

I I . ARGUMENT. 

Order No. R-11004 c l e a r l y applies t o a w e l l t o be d r i l l e d t o 

t e s t the Wolfcamp formation. Since Penwell now seeks t o d r i l l only 

t o the Bone Spring formation, the order i s not v a l i d as t o 

Penwell's proposal t o d r i l l a w e l l only t o the Bone Spring. 

I n a d d i t i o n , since the J u l y 15th l e t t e r i s a re-proposal, 
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Penwell must r e - s t a r t the p o o l i n g process i f i t desires t o pool 

Canadian i n t o a Bone Spring w e l l . Penwell cannot bootstrap a new 

w e l l proposal onto Order No. R-11004. 

F i n a l l y , testimony t o support a 200% non-consent penalty was 

based s o l e l y on Wolfcamp geology. Therefore, even assuming the 

Jul y 15th proposal l e t t e r i s a v a l i d e l e c t i o n n o t i c e under Order 

No. R-11004, the penalty p r o v i s i o n i n the order i s not supported by 

evidence i n the record as t o a Bone Spring t e s t . 

WHEREFORE, Canadian requests t h a t the D i v i s i o n issue an order: 

A. Holding t h a t Order No. R-11004 does not apply t o a w e l l 

which i s not d r i l l e d t o a depth s u f f i c i e n t t o t e s t the 

Wolfcamp formation; 

B. Holding t h a t Penwell's J u l y 15th l e t t e r t o Canadian does 

not comply w i t h Decretory Paragraphs (1) and (3) of Order 

No. R-11004, and t h a t Canadian has no o b l i g a t i o n t o 

respond t o t h a t l e t t e r i n order t o avoid a non-consent 

penalty under the order; 

C. Holding t h a t the non-consent penalty i n Order No. R-11004 

applies only t o a w e l l d r i l l e d t o a depth s u f f i c i e n t t o 

t e s t the Wolfcamp formation; and 

D. Holding t h a t , i f Penwell seeks t o d r i l l a Bone Spring 

w e l l , i t must r e - s t a r t the p o o l i n g process i n order t o 

o b t a i n Canadian's j o i n d e r i n the w e l l ; or 

E. I f the J u l y 15th re-proposal l e t t e r complies w i t h Order 

No. R-11004, st a y i n g the running of the 30 day e l e c t i o n 

p e r i o d u n t i l the Commission can hear the appeal. 



R e s p e c t f u l l y submitted, 

'ames Bruce 
O. Box 1056 

Santa Fe, New Mexico 87504 
(505) 982-2043 

Attorney f o r Canadian Kenwood Company 

CERTIFICATE OF SERVICE 

I hereby c e r t i f y t h a t a copy of the foregoing pleading was 
mailed t h i s /"> 7 day of August, 1998 t o : 

W i l l i a m F. Carr 
Campbell, Carr, Berge & Sheridan, P.A. 
P.O. Box 2208 
Santa Fe, New Mexico 87504 

Ma r i l y n S. Hebert 
O i l Conservation Commission 
2040 South Pacheco Street 
Santa Fe, New Mexico 87505 

Rand L. C a r r o l l 
O i l Conservation D i v i s i o n 
2040 South Pacheco Street 
Santa Fe, New Mexico 87505, 

( 
James Bruce 
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PENWELL ENERGY, INC. 
11Qi> fiBCO tUILDMC 

BOO N. MAS e N ^ l O 

M.QUlND. TEXAS 7 f l W l 
Off: [91B] BB3 SSS< 

PAX: (913JM3-SS IA 

•July 15, 13S8 

Canadian Kenwood Company 
1910 IDS Center 
6(3 South Eighth Street 
Minneapolis, KN 554C2 

Attn: Tens Hall 

Dear Tena: 

Puasuant to Compulsory fooling Order R-liDoa, Penwell Energy, 
Inc. hereby re-proposes the d r i l l i n g of the captioned well, a 
8,400' Bone Spring test well to be d r i l l e d 195C FWL & 660' FSL of 
Section 19, T-1B-S, F-31-E, NKPK, Eddy Cour.ty, New Mexico. Said 
order pools a l l formations frca: the surface tr. the base o i the 
Wolfcamp formation. 3ue to spotty production performance i n our 
Wolfcamp wells i n Section 30, we have re-propcsed t h i s test well 
es a Bone Spring test. 

We request that Canadian Kenwood iiaaediateiy execute the 
enclosed AFE for your 73% share of this well and return cne (1) 
copy to the undersigned or advise us at ycur earliest convenience 
that you wish to be subject to said Compulsory Pooling Order. 
Should you have any questions, please feel free to contact us. 

Re: Shugart West "'i9;' Federal #1 Well 
Shugart West Prospect !NM-0SC) 
Eddy County, Mew Mexico 

Yours very tr u l y , 

PENWELL ENER3Y, IMC. 

/,cmu:tm-050 (30m 
xc: Steve Foy / John JThoma 



PENWBLL ENBAflY, WC. 
AUTHORITY FOR CXPENtMTURt 

WELL NAME: W « t SIWMfl "1V Pedwai #1 PROSPECT NAME. Wugirt Wait Bene Soring 
COUNTY* STATE: Cody, New Mexico 
OBJECTIVE: 8,406' Ben* Spring Oil Wed 

IWTANMH fiWTI ICE A££ IfiliL 

73.0 M H M Ttnk l ' 73.0 *A AN«Tif»k« 

Com party: Can«4Un It tn wood Ccapany 

ty. at tnt •ciuti n«t heuttM. 


