DOYLE HARTMAN
O Operator
3811 TURTLE CREEK BLVD., SUITE 730
DALLAS, TEXAS 75218

(214] 520-1820
(214] $20-0811 FAX

August 24, 1994

VI2A FEDERAL EXPRESS
Mr. Charles Pollard
Operations Engineering Supervisor and
Mr. Scott Gengler
Oxy USA, Inc.
#6 Desta Drive, Suite 6002
FMidland, TX 78705-5505

ference is macde to OXy's proposed 57.26 millicn budget fer
rs Laznglie Mattix Unit for fisczl yeazr 19S5S. Reference is
de to our letter to OxXy of June §, 1953 wherelin weg i1nformed
12t we were not agreeable to participating in a large
opment o©of the Myers Langlie Mattix Unit ard ctherefore
& to assign to Oxy Doyle Hartman, 01l Operator’'s 4.8691%
working interest in the Myers Langlie Mat:oix Unit, in exchange for
Oxy assigning to Dovle Hartman, 0il Operator its 1€0-acre Eumont
tract situated in the SW/4 Section 2, T-22-8, R-36-E.

More than one yea&r has {ranspirecd since we first informed Oxy
cf our desire not to participate in substantial new Myers Langlie
Mattix Unit development drilling. During the past twelve months,
cur 4.8551% Myers Langlie Mattix Unit working interest has suffered
a2 net operating loss of $36,010.89 (7/93 - 6/94), and on a 100%
basis, the unit has suffered a2 net operating loss of §739,580.74
over the same time period.

Obviously, based on the financial performance of the lyers
Langlie lMattix Unit over the past twelve months, it is highly
guestionable (under the terms of the Unit Agreement for the Myers
Langlie Mattix Unit) whether the Myers Langlie Mattix Unit is still
a viable secondary recovery unit, especially in consideration of
the fact that the oil recovery to dat: from the Myers Langlie
Mattix Unit is nearing the total of primary plus secondary oil
reserves initially expected from the Myers Langlie Mattix Unit.
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Mr. Scott Gengler
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The Myers Langlie Mattix Unit has been in existence for
approximately twenty years and was unitized for the purpose of
conducting secondary recovery operations that would have been
impractical without the formation cf a waterflood unit. The unit
was not conceived of and formed for the purpose of recovering
substantial and previously undeveloped primary reserves. The
anticipated secondary oil reserves envisicned in the early 1570°'s
o be recoverable from the IMyers Langlie kiattix Unit have now been
eroduced and the Hickman study of February 15, 1881 (ccmmissioned
by Oxy‘s rprecdecessor) Justified &n extensive new IMyers Langlie
tettix Unit development program based solely upon the reccvery of
substeantial and previously unéanticipeted &nd unieveloped primary
reserves.

The currently effective ryers Langlie Mmattix Unitc
participation factors were not eapproved for the rpurpose of
developing substantial and previously undeveloped primery reserves.,
If substantizal primary oil reserves still exist within the Myers
Langlie Mattix Unit, Doyle EKEartran and James A. Davidsen pcssibly
desire to develop their own primary reserves, or gt least contend
that new and more eguitable unit participation factors rust be
accurately computed and epproved by the proper regulatory
zauthorities and current working interest owners before any newly
proposed development work can proceed. It is mandatory that new
and equitzble participation factors be utilized for developing any
substantial and previously unanticipated primary reserves with the
new participation factors being mathemat:cally preportional to the

reserves underlying those 1leases fror which any new prirmary
reserves are to be derived.

Consequently, it is the position of Hartman and Davidson that
OxXy most certainly has not taken the necessary step of computing
and obtaining approval for new and more equitable unitization
factors and without doubt does not possess the proper authority for
proceeding with its proposed development: program. However, since
we would prefer not to interfere with Cxy's future plans for the
Myers Langlie Mattix Unit, we respectfully suggest that both
parties sit down and work out a mutually agreeable exchange of
properties whereby OXy can proceed with its desired plans for
infill drilling in the Myers Langlie Mattix Unit and Hartman and

Devidson can receive from Oxy an exchange property or properties
that we ourselves can develop.
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Since it 1s imperative that a resolution be irmediately
reached corresponding to the future development of the Nyers
Langlie Mattix Unit, we ask that you promptly make contact with
James A. Davidson (915-682-6482) about csetting up a meeting to
initiate a mutual exchange of property.

Very truly vyours,

DOYLE HARTIAN, OIL OFEZRATOR

cc:

VIA FACSIMILE: (S15) €682-6504%
Mr. James A. Davidson

214 W, Texas, Suite 710

P.0O. Box 484

Midland, Texas 79702

Mr. Tcornzld Romine

Vice President - Western Region
Oxy USA, Inc.

6 Desta Drive, Suite 6002
Midland, TX 78705-5505

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.

#6 Desta Drive, Suite 6002
Midland, TX 79710
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Mr. John Thoma

Financial Consultant

Oxy USA, Inc.

#6 Desta Drive, Suite 6002
Midland, TX 79705-5505

¥Mr. Patricrx N. McGee

Land riareager

Oxy USA, Inc.

£€ Destca Drive, Suite 6002
tiidlangd, TX 79705-5505

Ms. Carol Glass

Lencdnan

Oxy USA, Inc.

#6 Desta Drive, Suite 6002
Midland., TX 79705-5505

Mr. Don lieshburn

FMs. Carolyn Sebastian

Mr. Steven Hartman

IMs. Lis=sza Holderness

Doyle Eartman, 0il Operztor
500 Main Street

Micdland, TX 79701
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{rrigst ditch of a surface owner, proviicd th, othing herein f %{bcdfigﬁ

strued a3 lesslng or othervwise conveylng to Working lntecrest Cuncre a site for

s water, gar {njection, prececaing ot other plant or cam wite, Votking lnater-

et Ownars thell pay the evner for damagut to groving crops, tlinbyr, fances,

trprovenents, end structures an the Unit Ared thet reeule from Unit Oooratlons,

SZCTIOY 14, TRACT PARTICIFATION ., Participetion of cach Tract {1

ghovn {a Exhibit "C'" and has bean computed {n sccordance vith the f:llcvtrg;‘

(s) .Phase ] Partic{patian, Phice 1 beglns the effect{ve date hereot
ln§'coht1nu:l until the f{rat duay of the ronth next folloving the cate thet the
cuenalative volure of ofl ;roduc:d after Junuary 1, 1969, froa the Unitized
Yc}nttton underlying ail of the Tracts in the Unlt drea totals 29§,C13 hgyggx,,

The Trac:‘Pnrtlci;ltion of exch Tract during Phess 1, shown eon Exhiblr "¢,

ls
based upen the felleving formulay
Tract Faerticlpation Percertage
Fhase 1 eguirla
an 2
120 3
Where: “AY equals rozel {ncomr fromoll end gxn';rcf.::: fra= guzh

Tract feom the Untticed Formaticn curling the peticd Jeausry 1,

1568, through Decenber 31, 19¢8,

"B oequals the gummation of the tctal lrcoze from ofl and

g1 produced frem 21l qual{fted trA::n frem the Unitleed
Yormaticn during the period Januery 1 195u, threvgh

.Degcnber 31, 1648,

(%) Phase T Parele{sution, Fhase Il shall bagin the flrst day of
the month next {olleving the dn;- en vhich the last of the 255,013 barrals
veferred to {n (&) gdove {s pred uc:d and ahell centtnue for the remsinder of

the tern of tﬁll agreesent. The Perticipation of each Tract duting Eh:lc 11,

“ehown on Exhible "C", .{s besed won the folloving formele:

Tract ?nf:ici@té(nn Percedtaga,
;h;lelll iquals
L} } plus 10}& plus S %'
Wheres "E" cquals the sstimated quantity of oil ultisaetsly recoversble
- froa the Unl:ixcd Pcrmation by primery recov;ry operations
credited Lo.c;ch Trucr.
”?"equluirlcwrr

lion o! zhe lltL:xtcd quintity of oll

ll)

. ‘k B
ulth;tlly r!cnv‘rubll !rvn the Unltised Tormatlon by

13-
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Said revieed Exhibit € thell pet forth cpportte vech quallfind Trazt che

EO0K '312 el 366  pro ry recovery cperations credited to all ~nalified Tracts.

"G aquals ths cueclative oll produced from tue Unitixed
Tormation underlylng esch Treact 2¢ o July 1, 1966,
“H'" equsls the gumration of the cumulative oll produced
-‘froa ths Un;ttxed ?6r=4tl°n underlyling all qualifi{ed Tractx
ss of July 1, 1966,
V1" equals the nucber of acres contained {n cach Trace,
3" aquals tha thnazipn of the ncater of xgrEI centa{ned
{n all qualifiad. Tracts,
1¢-lesr than all Tracts vithin the Unit Aces guallfy for parcicipatinn
hersunder ae of tho effective date hereof, tnit Cnerator ghall 111; vith the
guporvisor, the Cosmissfoner and tke Commisalon a schidule shoving the quall-
fled Tracts e of scld elfective date, vhich gchodule ;hxll te deafgnated
Revired Exhibit C end cens{dered for ¢ll purmscoenr an 1 part cf this apreemcnt,
l reviesd
Traz: Fartlcipeticn therefor vhich ¢held Et calculeted by vilng the sa-2 [eviars
and formuls vhich were uaed to errive % the Tract Perticipationt et cut In
Exhibit C attached hereto, but gpplylng the rae cnly to tha quallfled Treciu,
Saf{d ravised Exh{b{t C, upon spproval by the Superviier and the Cormmiaglerner,
ehell gupervoede, effective gt of the clfective date “evesf, the Dxhiblt ¢
cttached hereto,
The Tract Pacrticipations shovn on Exhiblt C «ttsched hereto, cor c1 rmay
Ue shovn on the Revised Exhibit ¢ 28 alzove ptovided, suall gevera the zllcentivn
of unt:i:cd substancor on 4nd afzer the e!élcltve date of this Untt Agreescent, aud
until the Trace Perticlpations ere vevined purenant to this ggreeent and such ros
viged Tcact Participat{ions ore approved by the Supervisor and the Coxmivsloner,
(e} Withla Eixty (60) daye aleer tha requigczenti for corcrncericnt

of Phese 11 heve been rmet, the Operator vill notify the CI1 and Cas Department

of the Nev Mex{ce State land Office of such converslon tu Phsse JI. %
ELCTION 15, JIACTS QUALIPIED FOR PARTICIPATION. On and «fter the '

affective date hereol, end untll expansion 81 provided {n Sectfon & lercof,

the trecrs vithin the Uaft Atea vhich shell Gc entitled to parttcipatlon (as

provided {n Section 14, Trect Participation, hereo!) {n the producticn of

Unttlred Substances thall be comoned of the Tract: shovn en Ixhibic A and
Lteted {n Lxhibic “B" vhich qualtfy ar follove: )

-13- | 1
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Sucmary of Econcmics —~ Escalzaced Cese
Project Waterflood Redevelopment
Myers Langlie Mattix Unic

Effective Date:

king, Decimal
Cecimeal

Net feserves
Cil, MBBL
Gas, MMCF

Ixperses:
Wellhead Taxes, HM$
Crperating Cests, M$
Tocel, MS

Investments, M$

uture let Revenue:
Undiscounted, M%
Discounted @ 12% HS

Payourtr, Years

Annualized Rate of Return, %

Inceme/Investment Ratio:
Undiscounted
Discounted @ 12%

Lea County,

Developed
Producing

New Mexico

Proved

- - -~ = Jznuary 1|,

- - - - - - - - 10D
N S
1,252 11,003

73 3,850
1,014 8,230
355 2,888

26,715 277,834
1,773 18,001

16,582 L7,830

18,755 66,271

0 66,115
7,560 187,004
6,041 54,618

- 4,10
- 49.50
-- L.ED
-- 2.50

Proved
Undeveloned

[£ANN S

[$4]

~

o

Tozeal
cvesd
3232

, 232
L,323
G,264
3,243
4,545
3,2

L E

'
5,026
4,119
5,604
0,460

TABLE 6



Sumzary of Economics - Unesc:lated Case

TABLE 7

Project Waterflood Redevelopment

Proved
Cevelcped
Froduecing

Effective Date: -=-=----1J
Interest

Working, Decimal - - - - - -

‘et Rewvenue, Decimal -~ - - = - -
Crcss Reserves:

Cil, MEBL 1,352

Ges, MMCF 47
el reseTves:

0il, M8BL 1,014

Gas, MMCF 355
N2t Qperating Fevenute, M$ 21,048
Expenses:

Wellheed Taxes, M$ 1,357

Crerating Costs, MS§ 12,768

Totel, HS 14,168
{nvestrments, MS 0
Future Net Revenue:

Undiscounted, H$§ ¢,88!

Ciscounted & 127 M§ 5,342
Payout, Years --
Annualized Rate cf Return, % --

lLea County, New Mexice

Income/Investment Ratio:

Undiscounted
Discounted @ 12%

“Payout based on project

effective

Myers lLanglie Hattix Unict

Preved

indeveloped
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[AYERS LANGLIE I ATTIX UNIT SUMMAKY
LANGLIE MATTIX(SEVEN RIVE' N GRBG) SR
LEA COUNTY, NEW Mz alCO
OXY USA INC.

[WATERFLQOD RESPONSE }

RESULTS OF
Oll Production (BOPM) $7.41 MM
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MYERS LANGLIE MATTIX UNIT SUMMARY & 6/84' NORIMALIZATION
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S QN GRB

LEA COUNTY, NEW ..£XICO
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Oll Production (BOPN)
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TRERELELFLIHLRKLTHL LT R LLRL L
xxx  ACTIVITY REPORT  *x%
FRER VLR PR R AR AR T TR RN H L EK

TRANSMISSION OK

TX/RX NO. 7241

CONNECTION TEL 18156876504
CONNECTION 1D Buddy Davidson
START TINE 08/24 15:28

USAGE TIHE 03°'30

PAGES 6

RESULT OK
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AEXTELEXKXELXERRTLLFLHOLR EXR
xt#  ACTIVITY REPORT (32
EEEERNEELLTLL TR ELARETLLESEE

TRANSMISSION OK

TX/RX NO. 7242

CONNECTION TEL 19156827616
CONNECTION ID Hartman 01l

START TIME 08724 15:32

USAGE TINME 02'23

PAGES ]

RESULT 0).
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RELREFRF LU LLIILFETRA LR LY
xxx  ACTIVITY REPORT  #¢x
RS2+ 333 $22 222222 T3S AT TR

TRANSMISSION OK

TX/RX NO. 7243

CONNECTION TEL 15156825504
CONNECTION 1D Buddy Davlidson
START TIME 06724 15:48

USAGE TIME 05'33

PAGES 8

RESULT 0K




