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" N O T L I C E : N S E D I N N E W M E X I C O 

March 28, 1996 

Via Hand D e l i v e r y 

Mr. W i l l i a m J. Lemay 
New Mexico O i l Conservation Commission 
2040 South Pacheco Street 
Santa Fe, New Mexico 

Via Hand D e l i v e r v 

Ms. Jami B a i l e y 
Commissioner of Public Lands 
State Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 

Via U.S. Mail 

Mr. W i l l i a m Weiss 
Petroleum Recovery Research Center 
K e l l y B u i l d i n g 
New Mexico I n s t i t u t e of Mining 
& Tecnology 

Socorro, New Mexico 87801 

Re: Commission Order No. R-10470-A 
Avalon (Delaware) Unit 

Dear Commissioners: 

On behalf of Exxon Corporation, we request t h a t you deny the 
A p p l i c a t i o n f o r Rehearing f i l e d by Premier O i l & Gas, Inc. i n the 
above matter. 

Premier once again attempts t o prove t h a t i t s FV3 w e l l has pay 
i n the zone t o be flooded. This issue was addressed i n d e t a i l i n 
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hearings before the D i v i s i o n and the Commission. I n summary form, 
the evidence showed t h a t : 

1. Gulf completed the FV3 w e l l at a depth c o r r e l a t i v e w i t h 
the highest o i l s a t u r a t i o n s , i . e . , the best Cherry Canyon 
zone, r e s u l t i n g i n very poor production. 

2. Premier had 5 years t o t e s t the disputed zone, but never 
d i d so, e i t h e r i n the FV3 w e l l or i n any other w e l l . 

3. The zones which Premier claims add e x t r a value t o the FV3 
w e l l are s t r a y Delaware zones which ( i ) w i l l not be flooded, 
and ( i i ) have produced only very small amounts of o i l w i t h i n 
the u n i t . 

4. The worth of the FV3 w e l l i s v e r i f i e d by the ZG1 w e l l , 
which was d r i l l e d through the e n t i r e Delaware i n t e r v a l and 
completed i n the best a v a i l a b l e zone. I t s p r o d u c t i o n h i s t o r y 
proves t h a t the t h e o r e t i c a l "extra pay" claimed by Premier i s 
not present. 

Premier's attempt t o re-hash t h i s issue should be ignored. 

Regarding the p a r t i c i p a t i o n formula, we note t h a t Premier's 
formula i s g r o s s l y u n f a i r because ( i ) i t ignores a c t u a l t r a c t - b y -
t r a c t p r o d u c t i o n f i g u r e s , which v a l i d a t e Exxon's proposal, ( i i ) i t 
i s massively weighted toward o r i g i n a l o i l i n place, most of which 
w i l l never be recovered, and ( i i i ) i t a t t r i b u t e s unreasonable value 
t o C02 reserves, which Premier t r e a t s as e q u a l l y recoverable and 
thus e q u a l l y as valuable as w a t e r f l o o d reserves. For those reasons 
alone, i t i s not supportable by the evidence. Exxon's formula, on 
the other hand, a t t r i b u t e s p roduction t o Premier's t r a c t even 
though i t i s outside the o r i g i n a l w a t e r f l o o d p a t t e r n , and gives 
f a i r c r e d i t f o r Premier's r i s k i e r C02 reserves. Thus, i t meets the 
requirement i n the S t a t u t o r y U n i t i z a t i o n Act t o e s t a b l i s h a f a i r 
" r e l a t i v e value" f o r each t r a c t . 

Premier, throughout i t s A p p l i c a t i o n , s t a t e s t h a t c e r t a i n 
f i n d i n g s i n the Order are i n c o n s i s t e n t w i t h "undisputed" testimony. 
S u f f i c e i t t o say t h a t Exxon and Yates presented s u b s t a n t i a l 
evidence on the record r e f u t i n g every c o n t e n t i o n made by Premier. 

Again, please deny the A p p l i c a t i o n . 

Very t r u l y yours, 

HINKLE, COX, EATON, COFFIELD 
HENSLEY, L.L.P. 

(. 

(James Bruce 

cc : counsel of record ( v i a fax) 

H I N K L E , Cox, E A T O N , C O F F I E L D & H E N S L E Y , L.L.P. 


