
DOYLE HARTMAN 
Oil Operator 

MI < TURTLE CREEK BLVD.. SUITE r JO 

DALLAS. TEXAS 75219 

(2!<J S2C-I&M 

(J ]< |5»-081 l FAX 

A u g u s t 2 4 , 1 9 9 4 

V I A FEDERAL EXPRESS 
Mr. Charles Pollard 

Operations Engineering Supervisor and 
Mr. Scott Gengler 
Oxy USA, Inc. 
£6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Gentlemen: 

Reference i s made to Oxy's proposed 37.35 m i l l i o n budget fcr 
the Myers Langlie Mattix Unit for f i s c a l /ear 1995. Reference i s 
also made to our l e t t e r to Oxy of June 9, 1933 wherein we informed 
Oxy that we were not agreeable to par t i c i p a t i n g i n a large 
redevelopment of the Myers Langlie Mattix Unit and therefore 
proposed to assign to Oxy Doyle Hartman, Oil Operator's 4.8691% 
working i n t e r e s t i n the Myers Langlie Mattix Unit, i n exchange for 
Oxy assigning to Doyle Hartman, Oil Operator i t s 160-acre Eumont 
t r a c t situated i n the SW/4 Section 2, T-22-S, R-35-E. 

More than one year has transpired sir.ce we f i r s t informed Oxy 
of our desire not to participate i n substantial new Myers Langlie 
Mattix Unit development d r i l l i n g . During the past twelve months, 
cur 4.8591% Myers Langlie Mattix Unit working interest has suffered 
a net operating loss of $36,010.89 (7/93 - 6/94), and on a 100% 
basis, the u n i t has suffered a net operating loss of $739,580.74 
over the same time period. 

Obviously, based on the fi n a n c i a l performance of the Myers 
Langlie Mattix Unit over the past twelve months, i t is hiahlv 
questionable (under the terms of the Unit Agreement fo r the Myers 
Langlie Mattix Unit) whether the Myers Langlie Mattix Unit is s t i l l 
a viable secondary recovery u n i t , especially i n consideration of 
the fact that the o i l recovery to dat2 from the Myers Langlie 
Mattix Unit i s nearing the t o t a l of primary plus secondary o i l 
reserves i n i t i a l l y expected from the Myeirs Langlie Mattix Unit. 
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The Myers Langlie Mattix Unit has been i n existence for 
approximately twenty years and was unitized for the purpose of 
conducting secondary recovery operations; that would have been 
impractical without the formation of a waterflood u n i t . The unit 
was not conceived of and formed for the purpose of recovering 
substantial and previously undeveloped primary reserves. The 
anticipated secondary o i l reserves envisioned i n the early 1S70's 
to be recoverable from the Myers Langlie Mattix Unit have now been 
produced and the Hickman study of February 15, 1991 (commissioned 
by Oxy's predecessor) j u s t i f i e d an extensive new Myers Langlie 
Mattix Unit development program based solely upon the recovery of 
substantial and previously unanticipated and undeveloped primary 
reserves. 

The currently effective Myers Langlie Mattix Unit 
p a r t i c i p a t i o n factors were not approved for the purpose of 
developing substantial and previously undeveloped primary reserves. 
I f substantial primary o i l reserves s t i l l exist w i t h i n the Myers 
Langlie Mattix Unit, Doyle Hartman and Jiines A. Davidson possibly 
desire to develop t h e i r own primary reserves, or at least contend 
that new and more equitable unit p a r t i c i p a t i o n factors must be 
accurately computed and approved by the proper regulatory 
authorities and current working interest, owners before any newly 
proposed development work can proceed. I t i s mandatory that new 
and equitable p a r t i c i p a t i o n factors be ut.ilized for developing any 
substantial and previously unanticipated primary reserves with the 
new p a r t i c i p a t i o n factors being mathematically proportional to the 
reserves underlying those leases frorr which any new primary 
reserves are to be derived. 

Consequently, i t i s the position of Hartman and Davidson that 
Oxy most certainly has not taken the necessary step of computing 
and obtaining approval for new and more equitable u n i t i z a t i o n 
factors and without doubt does not possess the proper authority for 
proceeding with i t s proposed development program. However, since 
we would prefer not to i n t e r f e r e with Cxy's future plans for the 
Myers Langlie Mattix Unit, we respectfully suggest that both 
parties s i t down and work out a. mutually agreeable exchange of 
properties whereby Oxy can proceed with i t s desired plans for 
i n f i l l d r i l l i n g i n the Myers Langlie Mattix Unit and Hartman and 
Davidson can receive from Oxy an exchange property or properties 
that we ourselves can develop. 
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Since i t i s imperative that a r e s o l u t i o n be immediately 
reached corresponding t o the f u t u r e development of the Myers 
Langlie M a t t i x Unit, we ask t h a t you promptly make contact w i t h 
James A. Davidson (915-682-6482) about s e t t i n g up a meeting to 
i n i t i a t e a mutual exchange of property. 

cc : 
VIA FACSIMILE: (915) 682-6504 
Mr. James A. Davidson 
214 V. Texas, Suite 7 10 
P.O. Box 494 
Midland, Texas 79702 

Mr. Donald Romine 
Vice President - Western Region 
Oxy USA, Inc. 
#6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Mr. Robert Hunt 
Operations Manager - Western Region 
Oxy USA, Inc. 
£6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Mr. Tim A. Keys 
Oxy USA, Inc. 
n6 Desta Drive, Suite 6002 
Midland, TX 79710 

Very t r u l y yours, 

DK/ao 
Enclosures 
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Mr. John Thoma 
Fi n a n c i a l Consultant 
Oxy USA, Inc. 
ii6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Mr. P a t r i c k N. McGee 
Land Manager 
Oxy USA, Inc. 
£6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Ms. Carol Glass 
Landman 
Oxy USA, Inc. 
#6 Desta Drive, Suite 6002 
Midland. TX 79705-5505 

Mr. Dor. Mashburn 
Ms. Carolyn Sebastian 
Mr. Steven Hartman 
Ms. Lisa Holderness 
Doyle Hartman, O i l Operator 
500 Main Street 
Midland, TX 79701 
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i r r l E * * <!ttch of * turUce evner, provUcI th. .othing *herr • n ^ e i ^ b c ^ n -

itrued I I l e t t ing or c the rv l l t conveying to Wording l n t c r c « t O n c r i s i l t t (or 

t u t t e r , g u In jec t ion , prceettlng or other plant or ct-rrp t l t e . Working l n t r r -

t l t CM\er< l h t l l pty t'hl Cvntt for dtr.E&ui to growtn- crop I , t lnbcr , (nr.cc«, 

iisproven'enti, anil"itructurei on the Unit >rf:o that reeulc f ron Unit Oport t loni . 

SECTION TRACT PMTIClrATIO'.- Part te lp t t Ion of etch Trtct l i ' 

• hovn In Exhibit "C" tnd ht» been ccr-puted in tecordtnee with che f o l l c v l n j ; 

(«) .Phtte I PtrClclptelBn. Phttt 1 begtnt che ef fec t ive e"tte hereof • 

«nd continue! u n t i l the f i r i t dty of the i-onth next following the d i t t t h t t the 

cvrwj l t t lv t volu.fi of o i l produced t f t t r Jmutry i , 1969, Iron the Unltlted 

"crr . t t lon underlying t i l of the T r i c t i i n the Ur.lt Aret t c t i l i 195,CIO h s r r e l i . 

The Trtct P t r t l c l p t t i o n of etch T r j c t during Phtie 3, ahovn on Exhibit "C", I t 

btied upcr. the following fcrr-al t : 

Tr tc t P t r t l c l p t t i o n Fcrccr.ttg* 

Fhtie 1 ê u I . I J 

Whtrt: "A" eejutli t e t« l lr.ee,-: fren o i l *,-,d f t t -re.'.:.-.; fro= i-.-eh 

" n e t fee™ th« Unltl ted fo r r . i t Un during the period Jenuiry 1, 

IS68, through December 31, I9c8. 

" 1 " ec / j t l i t>,« l_-=-.it!cr, e£ tht t c t t l Ir.ccoe o i l tr.d 

Sl i produced fren t i l e .ui l l f led T r t c t i f rca tht Unlt l ted 

Porr.ttlcn dyrlr^ the (;«riod Jtnutry 1, 1555, chrevrh 

Decenber " 1 , 1568. 

. (b) Phtu I I P t r t t i j p ' i t i o n . f h t t t I I i h t l l bi'gln ths f l r i t . d t y of 

tht rtanth.next following the d t t t on which the I t t t of the 255,013 b t r r t l i 

teferr id_ to in ( 0 «bsvo U produced ind i h t l l continue for the re- t i r .d t r of 

tht t « m of t h l t t g r e M t n t . The Ptr t ic i p t t l o n of etch Tr tc t dcrle^ Fbtit 1 1 , ' 

fKovn on Exhibit "C", i i b i n d upon thi following fo r auU: 

Trtet Fartlclp*tInrv Percenttgt. 

I tUM I I iqutle 

p lu i 10 p l u i 5 j ' 

V h t f i " l " ce,uil« t h i t i t l f t J t i d qutn t i ty of o i l u l t i o t t t l y reeovirtbl 

• froa th« Un l t i t t d Pemitelon by p r l n t r y recovery o p t r t t l o n i 

eredl t id to etch T r i c t . 

. • " I " ec iul t t h i iirxsiitlcm o l i h t "«iCLrA'ted c u m t l t y of o i l 

u l t l a * t t l y r«COV*r«bl« lm% tht Unl t l t ed TomAClco by 

•12-



tODl 3 1 2 TILt vltJB pr <ry r tcovtry operation! credited to t i l - " i l l f U d T r t e t i . 

" C \ t c , u t l t tht cuaul t t lv t o i l prortucud frera tne Unl t l ted 

romut ion undtrlyfr.s etch Trtct t« o l July I , 1966 , 

"H" equt l i th t iuns-r.itlon of tht eu-nuLttive o i l produced 

• -froa tht Unltl ted fo r s t t l on und e r ly I-.R t i l qua l i f i ed I r t c t » 

t t of July 1, 1966. 

" 1 " ee,u-»li the nicber of t c re i contained ln etch T r t c t . 

"J" i c j u i l i the tucnatlon of the number of terei ecp.ttincd 

ln t i l q u t l l f i t d . T r t e t i . 

I f \ t * t than t i l T r t e t i v i t h i n the Unit A m qual i fy for p t r t l e i p t t l n n 

hereunder t i of tho t f f e e t i v t d i t t htreof , Unit Ope.rti.or i h t l l f l l n v l t h the 

Suporvlior, the . G s r ^ l i i l o n i r tnd the Corrr.Iulon » i c h i d u l i ihcving the c j u t l i -

f l f l T r i e d t t cf t t l d e f fec t ive d t t t , vhich ichedule l h t l l be d e i l j n i t c d 

'Reviled Exhibit C tnd cen i id t r id for t i l purpcm t* i p t r t cf t h l t t,-.ree.-.c:-.:. 

£*id rtvleed Exhibit C i h i l l l i t fo r th c-poitte i t ch q ' j t l U l u ! Tr tc t the r e v i n d 

j T r * ; : Ft r : ic lp 11 lc.-. th t re for vhich i h t l l bi eeleultteil by uiir.g che i t - : f a c t ^ r i 

j tnd formult vhich v«rt uied to t r r i v e t t the Trtct PJ rt tc lp 11 lorn let cut in 

: Exhibit C t t t t ched hereto, tut t pp ly ln ; the IL-M onlj to tht qua l i f ied T r t e t i . 
i 

{ - . S l id r i v i i e d Dchlbtt C, upon tpprovt l by th i lup'ervticr tnd the C c m l n l c r . t r , 

i h t l l lupernde, t f f e c t i v e ( I of the effect ive dtte hereof, the Exhibit C ' 

•"T " ctttched hereto. 

The Tr tc t Pa r t i e l n t t i on i ihovn on Exhibit C tt t tehed hence, r r : i ray 

bt ihcvn on the Rr.vliid Lxhtblt C t l tbsve provided, •::111 govern tho e Her ,„ ; Un 

: of u n t t i t i d lub i t t r . co i on tnd t f t e r the e f f i e t t v e dite cf t h i i Unit Agrserjcnt, ami 

u n t i l the Tr tc t Part ictp11ioni t r t r t v i i ed purmtnt to t h i i tgree^cnt tml tuch r f 

| v l ied T r t c t P t r t i c l p t t i o n i ar* tpprovid by tha Supirvlior tnd the Ce.-ar.ins tc-ncr. 

: (") Within Sixty (fO) dtyl t i t e r th i ree/ilreaenti for e erc-.rr.c *r.icr,: 

of Phtie I I htvt been r.et, the Optrttor v l l l n n t l f y the Cl l tnd Cas Depirrn-nt 

« o f t h t K« u Mexico Sttte Und O f f l c t of luch eonvtrilon t» Phut J I . 

6ECTI0H 13. imCTS QUALIFIED POR PA-'tT-qpATIOK. Cn tnd t f c o r the 

o f f i e t l v * dtte hereof, tnd u n t i l txptn i lon I I provided In Seetlon U hereof, 

tht c r t e r t w i t h i n t h . Unit A r t t vhich i h t l l be nntltlac* to p t r t l c l p t t i o n (n« 

provided in Seetion 14, Tract P t r t l c l p t t i o n , hereof) in the production of ' 

U n l t l n d SubiUncet t h t l l bt eeeepond of the Trieti , *hevn en Exhibit A and 

l i l t e d in Exhibit " I " vhich q g t l l f y „ fallow*: . ' 

-13-



TABLE 6 

Sucaary o i Economics - E s c a U c e i Case 
Project Waterflood Redeve] oprnenc 

Hyers Langlie .Mattix Unic 
Lea County, New Mexico 

Proved 
Developed Proved 
Producins Undeveloped 

E f f e c t i v e Date: - _ _ _ January 1, 1991 

I n c e r e s c : 
Working, Decimal - - - 1.00 
Net Revenue, Decirral _ _ _ _ _ _ _ _ _ , ; j 

Gross Reserves: 
C i 1 , KEEL 1,2 52 1 1,000 
Cas, KMCT ^73 3,£ 50 

i s ; Reserves: 

C i l , MBBL 1,014 8,250 

Gas, MMCF 355 2.S5S 

.'et O p e r a t i n g Revenue, KS 2 6,7 1 5 277,554 

Expenses: 
Wellhead Taxes, KS 1,773 15,441 
O p e r a t i n g Costs, KS 16,952 47,530 

T o t a l , KS 18,755 66,271 

Investments, MS 0 £.4,119 

Future Net Revenue: 
Undiscounced, K5 7,960 16 7, 444 
Discounted 6 127. KS 6,0^1 54,419 

Payout, Years -- 4.10 

Annualized Race of Return, '/. -- 49.90 

Income/Investment Ratio: 
Undiscounted -- 4.50 
Discounted @ 117. — 2.50 



TABLE 7 

Summary of Economics - L'nt s c 1 a r. ed Case 
P r o j e c t W a t e r f l o o d Redevelopment 
Myers L a n g l i e M a t r i x U n i t 

Lea County, Nev Kexicc 

Proved 
Developed Proved 
Producing Undeveloped 

E f f e c t i v e Date: January 1, 19 

I n t e r e s t : 

Working, Decimal ; , c j 
Net Severr-e, Decirrai 7 : _ _ 

Gross Reserves: 

C i i , KEEL. 1,3 52 11,000 
Gas, MMCF 473 3,550 

'>' e t Reserves: 
O i l , KoBL 1.014 6,250 
Gas, MMCF 3 55 2,525 

s'-t O p e r a t i n g Revenue, MS 21,046 171,179 

Expenses: 
Wellhead Taxes, MS 1,397 11,362 
O p e r a t i n g Costs, MS 12,768 26,064 

T o t a l , MS 14,165 37,426 

Investments, MS 0 40,052 

Future Net Revenue: 
.'^discounted, MS 6,55 1 93,702 
Discounted S 12V. MS 5, 342 3 1 ,4 14 

Payout, Years -- 4.27 

Annualized Rate of Return, 7. - - 41.24 

Income/Investment Ratio: 

Undiscounted — 3.3A 

Discounted @ 12% — 1.95 

-Payout based on project e f f e c t i v e date 
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WATERFLOOD RESPONSE"] 

MYERS LANGLIE t. ATT1X UNIT SUMMAHT 

LANGLIE MATTIX (SE"EN RIVE TN GRBG) SR 

LEA C O U N I Y . N E W M C A I C O 

OXY USA INC. 

1C3.00O-
011 Production (BOPM) 

RESIJTTTOT 
57.41 MM 

1/1/70 1/1/75 1/1/80 1/1/85 1/1/90 1/1/95 

Gas Production (MCFM) / Water Product ion (BWPM) 

1/1/2000 

..1 

16.o:o.;c3 • 

•s.cco.co: 

K.C00.033 

1 3.050,803 • 

12.0OO.CO0-

1 •,.C:3,C0C • 

1C.C30.030. 

S.0C3.3OO-

1/1/70 1/1/75 1/1/S0 1/1/55 1/1/S3 

Cumulative Oil Production (BO) 

V1/2CG3 

WATERFLOOD R E S P O N S E 

B.0O0.C30-

«s,oeo,oco-

<4,300.COO -

o.cao.oso-

<2.000.00D -

ci.C3C.000-

•O.000.0C3-

33 C03.CC3-

D8.OC0.0O3 -

37.000.330 -

3S.003.CC3-

1/1/70 1/1/75 1/1/60 1/1/1.5 1/1/90 

Cumu la l l v j Gas Product ion (MCF) 

1/1/95 1/1/2000 

V 

i • •••••••I V / 7 

- 1 - T ' I 1 • • 1 • 1 1 • 
• •• 

:;' ' 

1/1/2CC5 

i •* 
\ 1 i i ! 

1 

\ 
I 
i 

I 
1 
1 

: 

\ 
| 1 

1 

I \ 
! 
i 

j 
\ 

i j i •( : i 
J 

r • ' •—!—I—'—s—•—'— 
I ! 

« , r— • r—1 • : . 1 j r—i , 

1 
1/1/2005 

3S.C33.C00 -

I 1 I 
1 , . 
i 1 
I 1 

I I i 

3 
4 1 1 I 
I / I ! 1 1 

1 - • " 
3 / 1 

- • " 

y 
-f—•—'—«—i— 

1 1 1 f r— — r - — , 1 i — * - , - — 1 1 1 f—r—r • ' l " _ r ~ 
1/1/70 1/1/75 1/1/B0 1/i/es 1/1/90 1/1/95 1/1/2000 1M/2C0S 



LANGLIE MATTIX (SEVEN RIVF QN GRBG) SR 
LEA COUNTY, NEW r,._AICO 

OXY USA INC. 

OU Prodi etlon (BOPM) 

1/1/70 1/1/7S 

•.6.C0O.CC0 • 

1/1/so i/i/e.'i 

Cumulatlvs OII Production (BO) 

1/20:0 1/1/2C0S 

_ : l WATERFLOOD RESPONSE"! 
\ 5 .C--.C _.Q — •• •• .— —- - - -1 

12.000.0C3-

tl.C03.OOC -3-

1C.C3C.03C-

9.CC0.C33-

e.ooo.oco-
1/1/70 

i \ | 

X i ! j 
... 

\ X ! ! 
] \ i 

I \ f • 
i ^ 

3 -

1/1/75 1/1/80 1/j/eS 1/1/S0 1/1/95 

Cumulative; Gas Production (MCF) 

1/1/2000 1/1/2005 

3S.300.030 4 

37.C33.CC3 

36,000,000 

35.000.000 -

1/1/70 VU7S 1/1/80 1/1/85 1/1/90 V1/9S 1/1/2000 1/1/20C5 



M Y E R S L A N G L I E MATTIX UNIT SUMMARY & 6/94' NORMALIZATION 

L A N G L I E MATTIX (JIEVEM RL' S QN G R B G ) S R 

L E A COUNTY, NEW . . .CXICO 

O ; : Y U S A INC. 

Oil Production (BOPM) 

F T K U L T S O F 
57.41 MM 
INVESTMENT 

lO.CDO 

1,000 

1/1/70 

i.c:o,oco 

1/1/75 1/1/80 1/1/65 1/1/93 1/1/95 

Gas Production (MCFM) / V/aUr Production (BV.'PM) 

1/1/2000 1/1/2325 

•' ' I > r 1 r 

1/1/70 1/1/75 

25-

1/1/80 1/1/E5 1/1/50 1/1/95 

Oil Production (BOPDA'Z) 

1/1/2020 1/1/2025 

2C-

i C. 

7T 

RESULTS OF 
57.41 MM 
INVESTMENT 

f t — , 

* v * ^ . i 

_ I V -

1/1/70 1/1/75 1/1/80 1/'/8S 1/1/90 1/1/95 

Normalized 6/94'Oil Production (BOPM) 

1/1/2000 1/1/2005 

7 2 
- I — * — i — , 

T1/70 vi/75 

• W p i 

1/1/80 •/1/85 1/1/90 
— r _. , 

1/1/95 1/1/2000 1/1/2005 



• O ' J . i l H - Z U U 0 1 1 rial Lilian u n 

S : * . * * * * * * * * * * * * * * * * * * * * * * 
*** ACTIVITY REPORT *** 
*************************** 

TRANSMISSION OK 

TX/RX NO. 

CONNECTION TEL 

CONNECTION ID 

START TIME 

USAGE TIME 

PAGES 

RESULT 

7241 

19156S;.6504 

Buddy Davidson 

08/24 15:28 

03'30 

6 

OK 



* * * * * * * * * * * * * * * * * * * * * * * * !: * * 
*** ACTIVITY REPORT *** 
********* **** ** * * * ** s* * * * ** 

TRANSMISSION OK 

TX/RX NO. 

CONNECTION TEL 

CONNECTION ID 

START TIME 

USAGE TIME 

PAGES 

RESULT 

7242 

1915E S27616 

Hartman Oil 

OS/24 15:32 

02'23 

6 

OK 



************* ****** ****** t * 
*** ACTIVITY REPORT t-tt 
**$********************** ** 

TRANSMISSION* OK 

TX/RX NO. 

CONNECTION TEL 

CONNECTION ID 

START TIME 

USAGE TIME 

PAGES 

RESULT 

7243 

191564 26504 

Buddy Davidson 

OS/24 15:48 

05 '33 

S 

OK 


