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• X Y OXY USA INC. 
Bex 300, Tulsa. CK 74102 

August 19, 1994 

Doyle Hartman 
Attention Ms. Carol Farmer 
P.O. BOX 10426 
Midland, TX 79702 

Re: Myers Langlie Mattix Unit 
7-3050700-S, contract # 3730 
Lea Co., NM 
oxy USA inc. - operator 

Dear Ms. Fanner: 

This l e t t e r comes as a follow-up and confirmation of our phone c a l l 
earlier today. As ve discussed, OXY is currently conducting 
numerous capital improvement projects on the captioned unit. You 
questioned what options Doyle Kartman has regarding participation 
in these projects. 

Under terms of the Unit Operating Agreement dated January 1, 1993, 
working interest owners do not have a non-consent option for such 
capital projects. Rather, the agreement provides the following: 

1. Article 3.2.4 states that the operator must seek working 
interest owner approval of any single expenditure in excess of 
$15,000. OXY has done this through the AFE balloting process. 

2. Article 4.3.2 defines "approval" as an affirmative vote of 
three or more owners having a combined interest of at least 
65t, Each AFE project currently being b i l l e d by OXY has 
received such approval. Once approved, the financial 
responsibility for such projects becomes the obligation of 
each working interest owner, regardless of their vote. 

3. Article 17 does provide that a working interest owner may 
withdraw from the unit (and any future obligations) by 
assigning i t s interest to the other working interest owners. 
However, the assigning of interest does not relieve the owner 
from any obligation incurred prior to the date of execution 
and delivery of the assignment. 
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To Doyle Hartman 
August 19, 1994 
Page 2 ... 

For your convenience, I have attached copies of the Agreement 
A r t i c l e s I have referenced. I t r u s t t h i s w i l l address the 
questions you have raised, but do not hesitate to contact me should 
you have further questions. 

Sincerely 

Jerf^Crew 
Joint Interest Contracts 

J"C/mw 
Attachments 

xc: Pat McGee, MID Land (w/attachment) 
Jim Maury, MID Finance " 



j c c c i o n or f o r other purpose,. 

3.2.4 Expenditures • Tht mining of any s ing le expenditure 

i n excess of F i f t e e n Thouiand Dollar* (515,000.00); provided c h i t , approval 

by Working In terea t Cvneca of the d r l - l i n g , reworking, deepening, or 

p lugging back of any w e l l a h a l l Include approval of a l l nece»»»ry • « • 

pendituree required t h e r e f o r , and for completing, cea t ing , and equipping 

the sane, inc lud ing r.eceiaery flow l i n e t , separators, and leaae cmkaj je . 

3.1.5 DUpc t t e ton o f I 'nlr Equipment. The a a l l in ; ; or oehcr-

wlee d i apo i tng of any major i t e o of aurpiua Unit equipment, I f the cur­

rent H a t price of new equlpwtnt a i e l U r thereto l l Three Thouiar.d arjcS 

Five Hundred Dol lar* ($3,500.00] or nore. j 

3.2.6 Appearance Before a Court or Regulatory Agency, |The 

d e d i c a t i n g of • r ep reaen t t t iva tc appear before any court or r egu la to ry 

agancy i n s a t t t r i p e r t a i n i n g to Unit Oparacior.a; provided Chat, such! 

dealgr.acicn aha l l nae pravant »r.y Working I s c e r e i t Cvner at tea cvn ex-
I 

penat f r o s appearing i n peraon cr f roa deaignating another rapraier.cacive 

l c i t a curt t e h i l f . 

3.2.7 Audi ta . The audit ing c f the account! c f Unit Ope r t t c r 
i 

pac ta l r . lng to un i t oparat ion* hereunder; provided t h a t , tha a u d i t i t h e . l l : 
i 

(«) not be conducted core Chan once each year 

except upon che res igna t ion or reaoval of 

Unit Operator. 

l b ) bt nuda at the expenie of i l l Working I c - ; 

te rea t Ovntra other than the Working I n -

Ctreic Ovmer deaignated aa Uni t O p e n t e r ; 

•od j 

(c) be aad* upon not leaa chatv t h i r t y (30) j 

day*' w r i t t e n not ice to Uni t Operator . 

3.2.8 Invencoriei. The taking cf periodic Inve r.coriie 

under Che cerm» of Ixhibit I . 

3 , 2 * ? Technical Servie.a. The t U t h o r i t l R g o f cfcjrge* CO 

t h . j o i n t account f o r aerv lc .a by conaulunts or Unit O p e r a t o r ' « Jech-

j 
n i c a l penonnel not covered by the overhead charge., provided i y E x h i b i t 

E- | 

3 - 2 - 1 0 A " U n = e n : » co Ccretc teet . The appotntc-en: i f coa- f 

n i e e . e i CO »cudy any p rob lem m connection v i c h Unit Ope ra t i on , ' 

3 ' 2 , 1 1 R g a o ™ i c f " n i t Operator ,nd the Se lec t ion o 
Succ*»§or. 



3.2.12 Enlargement oi the Unit Arc*. 

3.2.13 Aalmtrant and Rgadjuttment of Inveatnent*. 

3.2.14 Termination of the Unit ARrctrccnt. 

AXriCLg 4 

KA.VN2R OF PSRJXSIKG SUTERVTSIOK 

4.1 Dtaltnatjon of R«pr«t*nctttve*. Each Vorkins Inter*ft 

Owner thall in writing inform Unit Operetor of the ncset *nd eddreitit 

of the repreientttlve and alternate vho are authorized to represent 

end bind euch Working Intereet Owner vlth retpect to Ur.it Operation*-. 

Tha representative or alternate aiy be changed from tlae to time by 

vrittan notice to lfn.lt Operator. 

4.2 K«»tlng». All neeting* of the Working Intereat Cvniri 

• hall ba called Vy Unit Operator upon i t l ovn notion or tt the r«e,uett 

of esc or cure Working Intereet Ownert having a total Unit Participation 

of not let* than ten percent (103). Ko meeting ahall be calltd os left 

than fourteen (14) day*' advance written notice, with agenda for che 

natting attached. Working Intereat Ovntra who attend the catting thall 

not ta prevented frpn axendlsg Iter* included in tht agenda or from 

dacldint; tha atendtd Itea or othtr Ittat presented at the seeclng. Th* 

rtprttentatlv* of Unit Operator i h t l l be coalman of «*ch saetlng. 

4.3 Voting. Procedure. Working Intereat Owner* ahall decide 

a l l natters cooing before tbts at follow*j 

4.3.1 Voting Interett. Each Working Interett Owner thall 

have a votln* interett equal to i t l Unit Participation ln effect at Cha 

tlae auch vote It taken. 

4.3.2 Vote Reoulred. Except at nay ethetviie ba provided 

herein or in tha Cnit Agreement, Working Intereet Ovnera thal l act. upon 

and detemlnt a l l u t t e r i cotalag b«£or« them by the a f f i n i t i v e vot* of 

thraa (3) or acre Working intereat Ovaara having; * cooshlnad Voting 

Interett of at lattt tlxtjr-five percent (651). provided that, ahould 

any ont Working Inttretc Owner own ttore than thlrcy-flva percent (351) 

Voting Interett, Itt negative vote or failure co vote thal l not defeat 

t motion end tuch motion ahall pea* l£ «uch nation l« approved by a 

cajorlty of the Voting Interett, and »ueh affirmative vote ahall be 

controlling on a l l partlea. 



*pp"licabl* §t«te law*, reguLtuont, .and ruling* now In effect or hnresf 

enacted thac have an effect slnilsr te the federal provision* re ferred 

to herein. 

ARTICLE 16 

won; CES 

16.1 Notices. Al l notlcee required hereunder thai! be In writing 

ar.d chi l l be defied to hive been properly aerved when sent by mill or 

ttlegraia to tha address of tbe representative of each Working Iitarast. 

Owner ac furnished to Unit Operator". In accordance with Sectioa 4.1 hereof. 

ARTICLE 17 

WITKSRAWAL CP VOKKXKC INTEREST OWKER 

17.1 withdrtvil. I f any Working Interest Owner ao dtilces, i t 

auy withdrsw froa this egreaatnt by conveying, aaalgning and transferring, 

without warranty of t i t le either expresi or loplled, to thus other Working 

Interest Ovn«rs who do not desire to withdraw herefrom, a i l of the former's 

right, t i t le and interest In and to its lees* or lease* or ether operating 

rights in th* Unit Area intofir as ssid ltaae, I t t s t i or righ:» pertain 

to the Unltlted Formation, together with the withdrawing Working Interest 

Owner's interest In a l l well*, pipe lines, casing. Injection ee,ulpewnt, 

faci l i t ies and other personal property used in conjunction vi.th ths develop­

ment sod operation, of th* Unit Area; provided, however, that such transfer, 

esslgnatnt or conveyance shell aot relieve slid Working Interest Ovner 

froa any obligation-or liability incurred prior to th* dete of che execution 

tod delivery thereof. The Interest so transferred, assigned and conveyed 

shall ba ealcea «r.d ovned by the other Working Interest Ovnera ln proportion 

to their respective Phase I I Unit Participation*. After thii execution and 

delivery of such transfer, esslgnesnt or conveyance, the withdrawing Work­

ing interest Onwer shall b« relieved fro* s l l further obllgstlens and 

l iab i l i ty hereunder and uadar tha Unit Agreeaanc. Thereupon, the right 

of auch Working Interest Owner to any benefit. subsequently accruing here­

under and under the On.lt Agreeaent ahall case ; provided, uhat upon 

delivery of aaid tracefer, aitltment of convayenc, tha eialgnees ( in 

the ratio of th. respective int.rest* aa acquired) shall psy co the 

assignor for I t* Interest In a l l Jointly owned equipseat, casing and 

other p.r.onal property th* fair net aelv.ge value thereof, lesa it* 

proportlcn.ee .her. cf th. eo.t* of terminating the Unit. «s are 
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determined and fixed by Working Interest Owners. Thie Section thai; not 

prevent a Working Interett Owner froo assigning, conveying or otherwise 

trentferrlng its interett, in whole or in pert, provided euch assignment, 

conveyance or cranafer is made subject to che com* of thlt agreement and 

th« I'nit Agreement. 

ARTICLE 18 

CREATION OF HEW INTEREST 

18.1 Creation of Key Interett. If eny Working Interest (Wner 

thall, after executing thie agreeaent, create any overriding royalty, 

production payment, or other sttilltr intereet, hereafter referred to ts 

"new interest", out of i t l interett subject to this agreement, itch new 

interest shell be subject to e l l the terns snd provisions of thii; agree­

ment. In the event the Working Interest Owner owning the intareic fra« 

which the new interesc wts crasted withdraws fro* this agreeaent under 

the Cera* of Article 17, or fsils to pay eny expenses and cost* chargesble 

to i t under this tgretaent and the production to che credit of iuch Work­

ing Interest Owner is insufficient far that purpose, the owner of the new 

intereet will be liable for the pro rata portion of a l l costs and expenses 

for which the original Workir\g Interest Owner creeting such neu Interest 

would hive b*sn liable by virtue of his ownership of the nev interest 

had the seat not been tranaftrred. In this event, the lien provided in 

Section 11.5 cay be e.iforctd against such new interest. I f tre ovner 

of the new interest bears a portion of the coats and expenses or the ttae 

i * «n£oreed against such new tnttrett, th* owner of the new literaat will 

be tubrogated to che rlghtt of the Unit Operator with reaptcc to the In­

terest prlaurily chergeable vlth eueh coata and expentca. 

AKTjCLg 19 

AEATOOWXEKT 0? U^LLS 

1 9 < i Rtghtt of Forger Ownera. I f Working Inttrett Ownera decide 

to abandon permanently aay ve i l within the Unit Area prior to termination 

of the Unit Agrsetaeot, Unit Operator ahall give vritten notice thereof to 

th* Working Intereat Owner* of the Tract on which" the v«u 1* located, and 

they t h i l l htve tha option for s period of ninety (90) days after the 

s-jndlng of «uch notice to notify Unit Operator in writing <f their election 

to take over snd own the veil. Within ten (10) day* after the Working 

Interett Ownert of che Tract hav* notified Unit Operator of fhelr election 

co take over the veil, they shall pay Unit Operator, for credit to tha 



Doyle Hartman 
Oi! Operator 
3811 Turtle Creek Blvd. Suite 730 
Dallas, Texas 75219 

Re: Myers Langlie Matrix Unit, Lea Count)1, New Mexico. 

Dear Mr. Hartman: 

In reply to your letters of August 23, and August 24, 1.994, it appears we have substantial 
differences of opinion concerning the potential ofthe captioned Unit. Such differences cf opinion are 
not unusual in the oil patch. It is clear from your letters you no longer desire to participate in the Myers 
Langlie Mattix Unit. However, your proposal to exchange your merest in the Unit for OXY's State "N" 
Lease is r.ot acceptable. Your offer substantially under values ;he State "N" and is hereby declined as 
wholly inadequate. OXY has no desire to sell the State "N," therefore, any offer to acquire it must fully 
compensate OXY for the development potential. Your offer is several orders cf magnitude below our 
internal valuation. 

Should you desire to terminate your participation in the Unit, Article 17.1 of the Unit Operating 
Agreement permits any party in your position to withdraw from further participation by assigning all of 
their right, title, and interest in the Unit, the Unitized Forma! icn, their lease or leases and any other 
operating rights, etc. to those parties who desire to continue U lit Operations. By such withdrawal you 
will avoid any future liability or responsibilitie.1; concerning unit operations. Of course nothing in 
Article 17 permits any party to avoid obligations that have be.isn incurred prior to the delivery of their 
interests to the remaining parties. Therefore, if you wish to withdraw you should do so promptly to 
avoid incurring additional obligations. 

OXY totally disagrees with your contention the unit is no longer viable. OXY sought and 
obtained unit operatorship based upon our opinion that we coulc improve existing unit operations. Recent 
financial results substantially demonstrate our position in this regard and we expect our planned future 
operations to continue the improvement. 

Regarding your proposal to revise the participation factors for the unit, nothing in the Unit 
Agreement or Unit Operating Agreement permits such a revision. Only two events allow revision ofthe 
participation factors, an expansion of the Unit, and a failure of a tract or tracts to qualify for inclusion. 
Neither instance is applicable. Further, the Unit Agreement specifically and expressly prohibits "any re-

AT Occidental Oil and Gas company 



Doyle Hartman 
Myers Langlie Mattix Unit 
Lea Co., New Mexico 

September 13, 1994 
Page 2 

evaluation of engineering or geological interpretations used in determining Tract Participations" and it 
further prohibits the removal of any tract from the Unit by reason of depletion. 

The provisions cited above make it clear that at the time 'he Unit Agreement and Unit Operating 
Agreement were negotiated, the parties anticipated additional time, information, and technology, would 
reveal substantial variations in reserve composition and disposition. They considered the question and 
allocated the risk between the parties according to the information they possessed at the time, expressly 
prohibiting your proposed second guessing. 

In short, your allegations are without merit and ycur proposals are either prohibited or 
inadequate. However, butting heads profits no one. To this end we axe willing to consider a reasonable 
cash purchase proposal or trade for your interest in the Myers Langlie Mattix Unit. As the party who 
is dissatisfied with the status quo we feel it is incumbent upon you to propose a basis for reasonable 
discussion. That basis should include your immediate payment of your overdue JIB's with interest 
thereon. 

Very/ truly yours, 

OXY USA Inc. 

P. N. McGee 
Manager-Land 
Western Region 

cc: D. Romine 
B. Hunt 


