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axy - 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
7-3050700-56, Contract # 3730
Lea Co., NM
QXY USa Inc. = Opetator

Dear Ms. Farmer:

This letter comes as a follow=-up and confirmation of our phone call
earlier today. As we discussed, OXY is currently conducting
nurerous capital improverent projects on the captioned unit. You
questioned what cptions Doyle Hartman has regarding participation
in these projects. -

Under terms of the Unit Operating Agreerment dated January 1, 19983,
working interest owners do not have a non-consent optien 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
65%. Each AFE project currently being billed by OXY has
received such approval. Once epproved, 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 nay
withdraw from the unit (and any future obligations) by
assigning its interest to the cther working interest owners.
However, the assigning of interest does not relieve the cwner
from any obligation incurred prior to the date of execution

~and delivery of the assignment. '
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S T T My o e

To Doyle Hartran
August 19, 1994
Page 2 ...

For your convenience, I have attached copies of the Agreement
Articles I have referenced. I trust this will address the
questions you have raised, but de not hesitate to contact me shoulgd

you have further questions.
Sinceraly
g Al

Jer Crew
Joint Interest Contractsg

JC/mw
Attachnents

XC: P;t McGee, MID Land (w/attachment)
Jin Maury, MID Finance M




lection or for other purposes.
3.2.4 Expenditares. Tne miking of any single expenditure

in excess of Fif:een Thousand Dollars (§15,000.00); provided that, approval

by Working Intereat Cwners of the driiling, reworking, cdeepening, or

plugging back of any well shall {nclude apprcval of all neceosary ex-

penditures required therefor, end for complecing, teating, snd equipping

the z&nme, lncluding necessary flow lines, separstors, and ledse cinkage.

J.4.5 Diepcaition of Unlt Louioment, The sailing or stheg-

vise disposing of any major Ltew of surplus Unilt equiyment, (f the cur-
rent list price of new eguipment sim{lar thereto {8 Three Thousand and

Five Hundred Dollare ($3,500.0C0) or nmore. |

3.2.% Appesarance Sefore a Court or Regulatory Agency. (The

designating of a representative tc eppear befcre any court or re;ulmiary
sgancy {(n matters pertaining to Unit Cperaciocns; provided that, sudx
ces{gnaticn shell not prevant any Werk{ng Icterest Ovner at (2 cwn %x-
pense from eppedring (n person cor from des{gnating another t.prlllh:f:IVc
{e Lts own tehelf, (
3.2.7 Audire. The mud{ting cf the sccounts cf Unit Operster
paertaining to ualt operetions hereunder; provided that, ;hn audirs %hxll:
(4) rot be cenductad core then once esch year '
except upen the resignation or rezoval of
Unit Operator,
\b)  be ruds st the expease of sil VWorking Iun-
terest Owners other than the Working In-
Cerest Owner dea{gnated as Uait Dpcru::r;,
and j
(¢) be =made upon not less than ehircy (30) {
days' written notice to Unit Opsrstor.
3.2.8 Joventopies. The taking ¢f petiodic L(nvertories

under the tetwms of Zxhibir K.

3.2.9 ZTechntcal Services. The suthoricing of charges to

the joint sccount for services by consultants or Untt Uperator's tech-
nical personnel not covered by the overhead chacges provided by t:Tubu

E.

3.2.10 asstgnrencs co Cemmittees. The appotlntmen: ¢f coae fﬁ

i
mittees to study eny problems tn connection with Uatt Operecions. -

3.2.11 Removal of Un{t Jdperator and the Selectioan of 2

Successnr,

Aug

A
-~




THLIGSLiIELL

3.2.12 Eunlargement of the Unft Area,

3.2.13 Adjuatment and Resd{ustment of Investments,

3.2.14 Termfnation of the Unit Agresment,

ARTICLE &
MANNER OF EYFRCISING SUPERVISION

4,1 Designatisn of Representatives, Fach Working Interest

Owner shall in writing isferm Usit Qperator of the nexes and wddressas
of the represantetive and alternate v&o are suthorized ¢o Tepresent
end bind such Working Interest Owner with respect to Unit Operatioas,
The representative or alternate may be changed from time to time by
vrittan notice to Uaft Oparator.

L.Z Hustings, All mestings of the Working Intersst Cwners
shaell be called by UnL; Operater gpon L{ts own wotion or ¢ tha request
¢of coe or more Working Intares? Ovners having ¢ total Unit Participatien
of rot less thau ten percent (10%). ¥o mesting shall te callad on less
than tour:eop (14) days' advance written notice, with agends for the
mesting attached. Worki{ng Interest Ovmurs who attend the meeting shall
rot ta prevented frpn fx;ndizs {tems {ncluded {n the agendsa or from
dectding ths arended {tem ;f other {teme presented 4t the meeting, The
representative of Unit Operator shell be chalrman of esach meeting,

L.3 VYVoting Procedure. VWarking Interezt Ownezs ahall decide

all matters coming before thez s follows:

4.J,1 Yoting Iaterest. Each Working Interest Owner shall
have & voting interest equal to {ts Unit Part{cipatfon in effect at ths
tizme such vote {s taken,

4¢3.2 Yote Required. Except af agy othervise ba provided
hersin or {n the Unit Agresment, Wotking Interest Owners shall xct upon
and deternming all matters coming before them by the aff{rmstive vote of
thres (3) or more Working Interast Ovners having & combined Voting
Interest of at 13::: itx:y-five percent (65%), provided that, should
any one Working Iaterest Ovuer own more than th{rty-fiva parcent (351) ~
Yoting Intsrest, its negetive vote or failurc‘co vote shall not defect
L xotion and such ootion shall paas £f such mocttlon Ls spproved by &

majority of the Yoting Interest, and such «ff{rmative vote shall be

coatzollieg on all parties,




lpyliclblg'uccke lavs, vegulat.ong, and rulings nov in effect or haresé

enacred cch Lave ¢n effect sim{lar to the federal provisfons relerred

'tu heredn.

ARTICLE 16

NOTICES
16.1 Notfces. All notices required hereunder shell ba in uritiag
and shall bs deexed to have besn proparly asrved when aent by suil or
telegren to the sddress of the representative of asch Working I terast
Ovnar s¢ furnished to Unft Opcrl:oi in eccordance thh Section 4.1 hereof.

ARTICLE 17
WITTORAWAL CP VORYINC INTEREST OWNER

17.1 wighdrewsl. 1f any Working laterest Owner 20 deiires, {c
ouy withdrew froa this ggresmnt by conveying, sssigning end transfercing,
wvithout warranty of title ef{ther express or {mpl{ed, to the other Working
Interest Ovuere vho do not des{re to withdrew herefroa, &1l of the former's
cight, t{tle and ib!Arllt {n and To {ts lezse or lecsas or other cperiting
s{ghts {n the Unft Ares (niofar aa ss{d lease, leasuy or vigh:r pertein
to the Unlzired Formacion, togather with the Qithd:lvins ankiné Interest Ce e o
Qunar's {ntessat {n all vells, pipe lines, casing, fnjecticn equipment,
factlit{as and otﬁ;r personal property used {r conjuaction vith tha cevalop-
aent 2nd c;ttltion.ot the Ualt Ares; provided, however, that such transfer,
asgignment or conveyance shall not rell{eve sai{d Working Iantecest Ovmer
from any cbligat{ion-or l{abllity {ncurred prior to the date of the exscution
tod delivery theveof. Tha interest so tracsferred, assignad 1ad conveyed
shell be taken -;d ovned by the other Working Interast Owvnars (n propertion
to their respsctive Phass 1I Unit Patvclclpstions. After thu execution and
deli{very o¢f such transfer, sssigneent or conveyance, the wirhdrawing Wotrk-
ing Intsrest Onwer shall be ctalisved from sll further cbl{gst{ony snd
1tability hereunder snd undar tha Uait Agreesant. Thereupcn, the righe
of such Warking Intersat Owner to &ny beneffts cubsequently accruing here-
under end under the Uait Agreeaant shall cesse; ptcvté;é. shat upon
delivery of sa{d transfer, essignmant of conveyance, the srsi{gnses {{n
the tetic of the respactive (nrerests za acquired) shall psy co the
assignor for {ts {ntecert {n sl Jolntly ownéd equipzent, cesing and
other personzl property the fair nec salvage value thereof, less its

proporticnate share of the costy of tercinsting the Un{c, «s ssxe are
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determined snd fixed by Working Interest Ownaers. This Section shal’ not
prevent 8 Working Interest Owner from assigning, conveying or othsrwise
trensferring 1ts {nterest, in whole or i{n part, provided such arsignment,
cooveyance or cr;nlier is made subject to the cerns of this &greemunl snd
the Unit Agreenent.
ARTICLE 18
CEEATION OF NEW INTEREST

18.1 Crﬁu:ton of New Interest, If sny Working Intersst (xmer

shall, after axecuting this sgreemant, crazte any overriding royaity,
productien payment, or other s{milsr Lnterest, hereafter referred to as
"rew {nterest’, out of {ts interest subject to this sgreement, sich new
{nterest ahgll be sudbjact to 21l the terms and provisions of this agree-
ment. In the event the Workiesg Intersst Owner owning the intecrart freom
wiaich the rev {nteresc wig crested withdravs from this sgreement under
the terms of Article 17, or fails to pay any expenses and coats chargeable
to {t under thir egreexent and the produccion to the credi{t of juch Vark-
ing Interest Owner is (nsufficlent for that purposs, the owaer 2f the new
interest will be l{able for the pro rats portion of gll cosls and expenses
for which the origingl Worki{ng Interest Owner cresting such nev in:c?ctt
vould have besn liable by virtue of his cwrnership of the nev {1terest
had the seme not been tranafetred. la this eveat, the lien provided {n
Section 1l.5 may be eaforced sgafnac such new interest. If the owner
of the new (aterest bears & portisn of the costs &nd expentes or the seme
is ecforced gzeinkt such new {nterest, the ovner of the new {iterssc will
be subrogated to the rights of the Unit Operator vith respect to the {n-
terest primarily chargeable with such costs and expenses,
‘ AR‘I‘[Cé 1¢
ABANDONNENT O7 VELLS
19.1 Rights of Former Ovners, If Working Interest Owners decide

to «bandon permsnently say vell within ths Uni{t Aves prior (o terminatien
of the Unfc Agreement, Unit Operatar shall give vrittea notice thereof to
the Working Interest Ovners of the Tract on which the well {s locatsd, sad
they shall have the option for & period of ninaty (90} days sftec the
snnding of such natice to notify Unit Opsrator {n vriting ¢f their eleccion
to take over gnd ovm the well. With{n ten (10} days sfrer the Working
Intarsst Ovners of cthe Tract have notified Unit Operator of their election

to take over rhe wall, they shall pay Unit Operator, for crsdit to the




axy OXY USA INC.
\/ Box 50257, Widiand, TX 73710
P. N. McGow Peoe (915) £85-5908
Mazsger-Laod FAX: (915) €85.5754

Westeru Reglos

September 13, 1994

Doyle Hartman

Oi! Operator

3811 Turtle Creek Blvd. Suite 730
Dellas, Texas 75219

Re: fyers Langlie Matix Unit, Lea County, New Mexico.
Dear Mr. Hartman:

In reply to your letters of August 23, and August 24, 1994, it appears we have sudstantial
differences of opinion concerning the potential of the capticned 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 nterest in the Unit for OXY’s State "N"
Lease is rot 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 of magnitude below our
internal valuation.

Stould you desire to terminate your participation in the Unit, Article 17.1 of the Unit Operating
Agreemert 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 Formaticn, their lease or leases and any other
operating rights, etc. to those parties who desire to cortinue Uait Operations. By such withdrawal you
will avoid any future liability or responsibilities concerning un't operations. ~ Of course nothing in
Article 17 permits any party to avoid obligations that have been incurred prior to the delivery of their
interests to the remaining parties. Therefore, if you wish to withdraw you shouid do so promptly to
avoid incurring additional obligations.

OXY totally disagrees with your centention 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 of the
participation factors, an expansion of the Unit, afd a failure of a tract or tracts to qualify for inclusion.
Neither irstance is applicable. Further, the Unit Agreement s»ecifically and expressly prohibits "any re-

An Occidenta’ 0il and Gas company



Doyle Hartman Sepiember 13, 1994
Myers Langlie Mattix Unit Page 2
Lea Co., New Mexico

evaluation of engineering or geological interpretations used in dztermining 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 the Unit Agreement and Unit Operating
Agreement were negotiated, the parties anticipated additional tinie, 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 informatinn they possessed et the time, expressly
prohibiting your proposed second guessing.

In short, your allegations are without merit and ycur proposals ere either prohibited or
inadequate. However, butting heads profits no one. To this encl we 2re 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
discussicn. That basis should include your immediate payment of your overdue JIB's with interest
thereon.

Very truly you's,

OXY USA Inc.
G

P. N. McGee
Manager-Land
Western Region

cC: D. Romine
B. Hunt



