


a, o 

o 
o 

CD 

I 
c 
o 
u 
OJ 

c 
o 

CD 
> 
c 
c 
o 

CD 

-o 
CD 

_o 
CD > 
CD 

T3 
C 
ou 
CD 
u o oo 
Ctj — I 

OT 

CD 

•jc -o 
u, 

o 
CD 
CD 

05 
CD 

3 C 
ct! i—i 
+-< tu 
C ctj 
O ctj 

OT 

J3 
C 

o -a 
c 
C3 

OD 

a tz> 
cti 
CD TD 

CD 
CS 

.£' " .§3 
ctJ 

cd 
> 
o 
u. 

°3 a. 

c 
» ? = 
to o o 

w > 
0 > 
a o 
o o 

o 
to 
3 0 
u — 
3. o 3 
l i -

CU > 
c 
0 

5 0 fe » £ g 
§ « | 5 = S 
— JS, JL « o » 
o i £ g ? 5 

« y y x o * 

IT/ 

o 
00 ° v 

25 «f 

«8 

*1 eg 
h 
C a 

ON C 
<S tu 
— cj 
— tu 
c — 
cu eu 
w IS 

u c 
O ••: 
S S 

<HS-C2 

z 

< 

< 

o 
z 
o 
< 
> 
< 

IT 

• 1 
4 

o 

X 

o 

o 

6 
2 

o *— 
C 

o 



o 
o 
o 
H-J 

o u 
• • 

QH 

H 

PM 

o 

Q 

HH 

H 
W 
H 

o 
PH 

o 
CZ) 

o 

c 

OJ 
DQ 
CU 

§ 
8 
i—i 

CN 
n 

CO 

c 
u 

r- 3 
m O 

c 

o 
o. 

1 
CD 

crj ee eu 
3 
on 

CJN 
SC ^ 

0?J £ 
^ S 

o\ E 
2 S 3 
« « o 
Cl « 1 

.^S % 
rS § O •= 

U fcd Z EC 

< 3 * < Z 



E ^ O N COMPANY, U.S.A. 

POST OFFICE BOX 1600 • MIDLAND. TEXAS 79702-1600 

MIDLAND PRODUCTION ORGANIZATION 

Mr. Ken Jones, President 
Premier Oil and Gas, Inc. 
P. O. Box 1246 
Artesia, New Mexico 88210 

Dear Ken: 

The purpose of this letter agreement is to set out the terms and conditions under which Premier 

Oil and Gas, Inc., will temporarily continue to operate the captioned well, despite the well's 

inclusion in the captioned Unit. 

1. Premier shall operate the well at its sole risk and expense and, subject to the provisions of 

Sections 2 and 3 below, Premier shall be solely responsible for all decisions concerning such 

operation. Premier shall protect, indemnify and hold Exxon and the other working interest 

owners in the Unit harmless from and against any claims, damages or causes of action which 

relate to the well and/or its operation. 

2. Prior to Premier's commencing operations on the well, Premier shall: (i) install belt guards 

on the three belts on the well that are currently unguarded; (ii) install counterweight guards 

on Premier pumping unit ; and (iii) prepare a written procedure for operations and obtain 

Exxon's approval of such procedure. 

3. Notwithstanding the foregoing, Exxon reserves the right to terminate Premier's operation of 

said well immediately in the event that Exxon determines that the operation of the well 

constitutes a safety hazard. 

4. Notwithstanding the provisions of Section 1, above, Exxon agrees to arrange for the disposal 

of all water produced at the well at the expense of the Avalon (Delaware) Unit, in a manner 

to be mutually agreed by the parties. 

5. All oil and gas produced from the well will become property of the Avalon (Delaware) Unit. 

Exhibit No. 
Exxon Corporation 
Cases 11297 & 11298 
Hearing Date: Dec. 14, 1995 

November 6, 1995 

Re: A D U N o . 1709 (formerly FV-3) 

Avalon (Delaware) Unit 
Eddy County, New Mexico 
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6. This agreement shall remain in effect from the date executed by you until December 8, 1995, 

unless sooner terminated by agreement of the parties or as provided herein. 

Except as specifically provided herein, nothing in this letter agreement shall affect the rights of 

the parties under the Unit and Unit Operating Agreements for the Avalon (Delaware) Unit. The 

parties recognize that Premier is appealing the Unitization Order of the New Mexico Oil 

Conservation Decision and nothing contained herein shall impair the right of Premier to continue 

such appeal. 

I f you are in agreement with the foregoing, please execute this letter in the space set out below 

and return it to me. I f you have any questions, please call me at 915/688-7841. 

Sincerely, 

REM: lkc 

ACCEPTED AND AGREED TO THIS 
DAY OF , 1995. 

PREMIER OIL AND GAS, INC. 

BY: 

KEN JONES, PRESIDENT 

R. E. Mayhew ' 

Avalon Project Manager 

Jv 
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E ^ O N COMPANY, U.S.A 
POST OFFICE BOX 1600 • MIDLAND. TEXAS 79702-1600 

October 30, 1995 

MIDLAND PRODUCTION ORGANIZATION 
Re: Operations of FV-3 Well 
Avalon (Delaware) Unit 
Eddy County, New Mexico 

Ken Jones, President 
Premier Oil & Gas, Inc. 
P.O.Box 1246 
Artesia, NM 88210 

Dear Ken: 

I wanted to follow-up your request for the Avalon (Delaware) Unit to take some of the produced 
water from the FV-3 well. I believe we can accommodate your need to test the FV-3 with 
disposal of a substantial quantity of produced water. 

Additionally, I would be willing to keep you whole on revenue received by the Unit for oil 
produced from the well by trucking some water using our salt water hauler at a cost (using your 
current cost of $1.08/B) equivalent to the revenue received by the Unit for FV-3 produced oil. 
We may have to limit the duration if the water backs off a significant amount of oil production 
from the remainder of the Unit; however we should be able to handle enough to allow a well test. 

On the other point regarding where the FV-3 Upper Brushy perfs are located(top perf 3764'), we 
firmly agree with your geologist who sees the perfs well below the base of the Upper Brushy 
(3730'); therefore, are not connected with the project C0 2 flood area. 

I f you are interested in resuming the test please contact me at (915) 688-7841, so we can discuss 
test duration and coordination of operating the well and movement of saltwater. 

Sincerely, 

I Ron Mayhew 
Avalon Project Manager 

A D l f i s i ^ ^ X & l Q l t W l - $ 5 5 1 
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E^gON COMPANY U.S.A. 
POST OFFICE BOX 1SOO • MIDLAND, TEXAS 79702-1800 

MIDLAND PRODUCTION ORGAN I2ATIQN 

October 19,1995 

Re: Operations of FV-3 Well 
Avalon (Delaware) Unit 
Eddy County, New Mexico 

Ken Jones, President 
Premier Oil & Gas, Inc. 
P.O.Box 1246 
Artesia, NM 88210 

Dear Ken: 

I wanted to confirm our conversation today in this letter and set out expectations/obligations Exxon 
has as Operator ofthe Avalon (Delaware) Unit. 

Today we covered the following in several phone conversations: 

Statements you • Premier commenced production from the FV-3 completed in the Upper Cherry 
made and Upper Brushy ofthe Delaware formation just before Oct. 1, 1995 the 

effective date of the Unit. 
• No oil has been moved off lease. 
• Oil has been produced from the annulus only. Only water has been pumped. 
• Water production has required 3 trucks/day (100 barrel trucks). 
• You believed that Premier had the right to operate this well, since Premier has 

filed an appeal ofthe NMOCD Order. 
• The purpose of producing the FV-3 is to prove it's primary production potential. 
• You agree to keep the well shut-in until the safety hazards are corrected and until 

advice from your lawyer is received. Our field personnel will be notified prior to 
resuming the well test. 

Continued on next page 
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10/19/95 THU 12:59 FAX 915 688 6258 EXXON FGP/EAST 0004 

F V - 3 T e s t , Continued 

Statements I • I understand Premier's desire to obtain test data from the FV-3 prior to appeal 
made (Commission) hearing. I would like to accommodate this need by continuing 

cooperation with Premier as Exxon has for several years. However, this test 
must be done in conjunction with Exxon personnel in order to serve the interest 
of Unit Working Interest Owners and Royalty Owners, 

• The NMOCD Order gives Exxon responsibility for operation of unit wells 
including the FV-3 as long as it is completed in the Delaware. Oil produced 
since Oct. 1 is Unit oil. 

• Unit production must be measured/accounted for using Exxon & regulatory 
approved standards. This would require logs of production, car seals on oil tank 
valves and possibly other actions. 

• Our field superintendent, Jimmy McBee observed unsafe operations; therefore I 
instructed him to shut-in the pumping unit and leave a note for your pumper, 
Mark Hope, to contact him and not attempt to operate the well. Unsafe 
observations included: 

• Premier's saltwater hauler, I&W: truck operator observed smoking on 
location and did not have H2S waromg/indicator devices, which indicates 
he may lack necessary training/orientation for work in H2S environments. 

• Premier's pumping unit poses a significant hazard to personnel. These 
hazards include missing guards, which should be in-place prior to 
operation. 

Other Other relevant information that we did not discuss includes: 
information 

• Exxon's pumper gauged 2 300 barrel oil tanks yesterday: One was empty, the 
other had a 2'9" oil column that he calculated to be about 42 barrels of oil. 

• At the end of business today Exxon Field Supt. car-sealed the oil tank valves 
with Exxon numbers. An Exxon representative must be present before these are 
removed. 

• Withdrawal of oil from the Delaware within the Unit could be considered 
trespassing. Sale of this oil without proper procedures could pose significant 
problems. 

• Saltwater spill was visible around tanks. 

Continued on next page 
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10/19/95 THU 12:59 FAX 915 688 6258 EXXON FGP/EAST ©005 

FV-3 T e s t , Continued 

Expectations I request the following in an effort to balance your needs with our obligations to 
both the Unit Working Interest and Royalty Owners. 

1. All costs associated with FV-3 tests will be borne by Premier unless approved in 
writing by Exxon. 

2. Premier personnel must have H2S safety training required by the state and 
receive an orientation from an Exxon representative. Additionally, they should 
be equipped with safety gear (hard hat, safety glasses, safety boots, lead acetate 
tape, etc.). Persons observed to be improperly prepared/trained or exhibiting 
unsafe behavior shall not be permitted on location. 

3. No well work shall be attempted in the Delaware with^written permission from 
me. 

4. Safety hazards will be corrected prior to resuming your test to the satisfaction of 
Field Supt Jimmy McBee OR Field Foreman Danny Fierro. 

5. Saltwater hauling tickets shall be left on location for our field personnel to 
monitor daily. 

6. Oil must NOT be brought onto or removed from FV-3 location without 
witnessing by Exxon personnel. Proper measurement/security standards for oil 
must be followed. 

7. Oil tanks will have Exxon car seals. 
8. It will be Premier's responsibility to remediate any pollution at the location. 

further so I can meet your needs while conducting Unit operations in accordance 
with Unit/Royalty owners expectations (915) 688-7841 fax (6258). 

Closing 

Sincerely, 

Ron Mayhew 

Avalon Project Manager 

rem/fv3prod.doc 
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