
DOYLE HARTMAN 
Oil Operator 

M l 1 TURTLE CREEK BLVD.. SUITE 730 

DALLAS, TEXAS 75219 

|214] 520-1800 

(214) 520-0811 PAX 

August 24, 1994 

VIA FEDERAL EXPRESS 
Mr. Charles P o l l a r d 

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 $7.36 m i l l i o n budget f o r 
the Myers Langlie M a t t i x Unit f o r f i s c a l year 1995. Reference i s 
also made to our l e t t e r to Oxy of June 9, 1993 wherein we informed 
Oxy t h a t we were not agreeable t o p a r t i c i p a t i n g i n a large 
redevelopment of the Myers Langlie M a t t i x Unit arid t h e r e f o r e 
proposed t o assign t o Oxy Doyle Hartman, O i l Operator's 4.8691% 
working i n t e r e s t i n the Myers Langlie M a t t i x Unit, i n exchange f o r 
Oxy assigning t o Doyle Hartman, O i l Operator i t s 160-acre Eumont 
t r a c t s i t u a t e d i n the SW/4 Section 2, T-22-S, R-36-E. 

More than one year has t r a n s p i r e d since we f i r s t informed Oxy 
of our desire not t o p a r t i c i p a t e i n s u b s t a n t i a l new Myers Langlie 
M a t t i x Unit development d r i l l i n g . During the past twelve months, 
our 4.8691% Myers Langlie M a t t i x Unit working i n t e r e s t has s u f f e r e d 
a net operating loss of $36,010.89 (7/93 - 6/94), and on a 100% 
b a s i s , the u n i t has s u f f e r e d a net operating loss of $739,580.74 
over the same time period. 

Obviously, based on the f i n a n c i a l performance of the Myers 
Langlie M a t t i x U n i t over the past twelve months, i t i s h i a h l y 
questionable (under the terms of the Unit Agreement f o r the Myers 
Langlie M a t t i x Unit) whether the Myers Langlie M a t t i x U n i t i s s t i l l 
a v i a b l e secondary recovery u n i t , e s p e c i a l l y i n c o n s i d e r a t i o n of 
the f a c t t h a t the o i l recovery to date from the Myers Langlie 
M a t t i x 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 Myers Langlie M a t t i x U n i t . 

Exhibit E to Application 
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The Myers Langlie M a t t i x Unit has been i n existence f o r 
approximately twenty years and was u n i t i z e d f o r the purpose of 
conducting secondary recovery operations t h a t would have been 
i m p r a c t i c a l without the formation of a waterflood u n i t . The u n i t 
was not conceived of and formed f o r the purpose of recovering 
s u b s t a n t i a l and p r e v i o u s l y undeveloped primary reserves. The 
a n t i c i p a t e d secondary o i l reserves envisioned i n the e a r l y 1970'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 
M a t t i x Unit development program based s o l e l y upon the recovery of 
s u b s t a n t i a l and p r e v i o u s l y unanticipated and undeveloped primary 
reserves. 

The c u r r e n t l y e f f e c t i v e Myers Langlie M a t t i x Unit 
p a r t i c i p a t i o n f a c t o r s were not approved f o r the purpose of 
developing s u b s t a n t i a l and previously undeveloped primary reserves. 
I f s u b s t a n t i a l primary o i l reserves s t i l l e x i s t w i t h i n the Myers 
Langlie M a t t i x U n i t , Doyle Hartman and James A. Davidson possibly 
desire to develop t h e i r own primary reserves, or at l e a s t contend 
t h a t new and more e q u i t a b l e u n i t p a r t i c i p a t i o n f a c t o r s must be 
a c c u r a t e l y computed and approved by the proper r e g u l a t o r y 
a u t h o r i t i e s and c u r r e n t working i n t e r e s t owners before any newly 
proposed development work can proceed. I t i s mandatory t h a t new 
and e q u i t a b l e p a r t i c i p a t i o n f a c t o r s be u t i l i z e d f o r developing any 
s u b s t a n t i a l and p r e v i o u s l y u n a n t i c i p a t e d primary reserves w i t h the 
new p a r t i c i p a t i o n f a c t o r s being mathematically p r o p o r t i o n a l t o the 
reserves underlying those leases from which any new primary 
reserves are to be derived. 

Consequently, i t i s the p o s i t i o n of Hartman and Davidson t h a t 
Oxy most c e r t a i n l y has not taken the necessary step of computing 
and o b t a i n i n g approval f o r new and more equitable u n i t i z a t i o n 
f a c t o r s and w i t h o u t doubt does not possess the proper a u t h o r i t y f o r 
proceeding w i t h i t s proposed development program. However, since 
we would p r e f e r not t o i n t e r f e r e w i t h Oxy's f u t u r e plans f o r the 
Myers Langlie M a t t i x U n i t , we r e s p e c t f u l l y suggest t h a t both 
p a r t i e s s i t down and work out a mutually agreeable exchange of 
p r o p e r t i e s whereby Oxy can proceed w i t h i t s desired plans f o r 
i n f i l l d r i l l i n g i n the Myers Langlie M a t t i x Unit and Hartman and 
Davidson can receive from Oxy an exchange property or p r o p e r t i e s 
t h a t we ourselves can develop. 
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Since i t i s imperative that a resolution be immediately 
reached corresponding to the future development of the Myers 
Langlie Mattix Unit, we ask that you promptly make contact with 
James A. Davidson (915-682-6482) about setting up a meeting to 
i n i t i a t e a mutual exchange of property. 

DH/ao 

Enclosures 

cc: 
VIA FACSIMILE: (915) 682-6504 
Mr. James A. Davidson 
214 W. Texas, Suite 710 
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. 
#6 Desta Drive, Suite 6002 
Midland, TX 79710 

Very t r u l y yours, 
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Mr. John Thoma 
F i n a n c i a l Consultant 
Oxy USA, Inc. 
#6 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. Don Mashburn 
Ms. Carolyn Sebastian 
Mr. Steven Hartman 
Ms. Lisa Holderness 
Doyle Hartman, O i l Operator 
500 Main S t r e e t 
Midland, TX 7 9701 
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.oching herrln bhal J br (on-Irrlgtt ditch of a eurface owner, provided th. .ommj ncirm >niu or (on-

itrued IB leeelng or otherwlia conveying to Working lntcrc i t Ovneri a i lte for 

a water, gil injection, proeeillng or other plant or camp i l t e , Working lnccr-

• i t Ovneri t h i l l pay thi. ovner for dimtcui to growing cropi, timber, f«neu«, 

improvement•, and "itructurai on the Unit Arna that reeult from Unit OporetloTn. 

SECTION H . TRACT PAATIClPAncW. PartIclptt Ion of each Trect l» 

ihovn In Exhibit "C"'and h*» been computed In accordance with the following! 

(•) Phaee 1 Participation. Phaie I beglni the effective date hereof 

and contlnuei until the f l r i t dey of the month next following the dete chat the 

cumulative volume of o i l produced after Jenuery I , 1969, frots the Unitized 

formation underlying a l l of tha Tracta In the Unit Area toteli 299,013 harrel i . 

The Trect Participation of eech Tract during Phaee 1, ehown on Exhibit "C", U 

baeed upon the following ferrule: 

Tract Pertlclpetion Percentage 

Phaie I equali 

A 

100 o 

Wherei "A" equali total lncor.e fron'oll and s'ei produced froa luch 

Tract from the Unltlted Formation during the period Jenuery 1, 

1968, through December 31, 1968. 

"S" equali the luxation of the total lnccrae frers o i l and 

gal produced frens a l l qualified Traete froa the Unltlted 

formation during the parlod January 1, 1968, through 

December 31, 1968. 

(b) Phaie I I Participation. Phate I I ahall ba'gln ths fUit .day of 

the iwnth.riext following tha data on which the lett of the 299,013 bar-rale 

referred, to in (a) above l l produced and ihal l contlnuo for the remainder of 

the terra of thi i agree/sent. The Participation of each Tract durlag Phaie I I , 

ahovn on Exhibit "C", i i bated upon the following foraula: 

Tract Participation Percentage. 

Phaie I I equali 

85 | plui 10 § plui 5 J 

Vherat " l " cqoeli the eittnuted quentity of o i l ultlnetely recoverable 

• froa the Unltlaed Formation by primary recovery operation! 

credited to each Tract. 

"7" eauali thi lumatlou cf the eitLe\a'ted quantity of o i l 

ultimately recoverable frote the Unlcleed formation by 

-12-



BOOH *312 ULl vivlB pr y recovery operatlone credited to i l l If led Tract i . 

"G' equala the cuewletlv* e l l produced fro™ the Unltlted 

Tortiatlon underlying eech Trect *« of July 1, 1966, 

"H" equala the eirnmatlon of the emulative o i l produced 

• froa the Unltlted Pa rat tion underlying a l l qualified Tract'; 

aa of July 1, 1966. 

"1" equale the number of acrei contained In each Trect. 

" J " equale the tuttpatlon of tho nirsber of acrei contained 

in a l l qualified Tracta, 

I f leal than a l l Tract! vithln the Unit Area qualify for participation 

hereunder at of tho effective data hereof, Unit Operator ahall flip, vich tho 

Suporvleor, the .Corsnlnloner and the Cortmlnlon a achedula ihovlng the quail" 

f l u ! Tracta ae of laid effective date, vhich ichodule ahall be deilgnatcd 

Reviled Exhibit C and conilderid for a l l purpom a* a part of thla ap.ree.r.cr.i:. 

Said revleed Exhibit C t h i l l l i t forth eppoilte each qualified Tract tho revteod 

Tract Participation therefor vhich ihall be calculated by uilng ths ia_-?,c Cantors 

and formula vhich were uaed to arrive at the Trace Participation! ist out In 

Exhibit C attached hereto, but applying the I I I M only to the qualified Tract*. 

Said reviled llxhlblt C, upon approval by tha Jup'ervltor and the Ccrmlea Lor.er, 

ahall luperieda, effective ai of the effective date hereof, the Exhibit L 

attached hereto. 

The Tract Participation! ahown on Exhibit C attached herato, cr ci may 

Ue ihcww on the Rnvlied Exhibit C ai above provided, shall govern tho cllcratton 

of unltlted lubitancai on and after the effective date of thii Unit Agreement, ami 

unti l the Tract Participation! ara reviled purenent to thla tgreencnt and auch re­

viled Tract Particlpatlona are approved by the Swpervlior end the Cornlntoncr, 

(c) Within Sixty (60) dayi after the requirement! for corrcirnctr.,cnt 

of Phase I I have been rset, the Operator wil l notify the CI1 and Cae Department 

of th* New Mexico State Und Office of auch converalon tr, Phaie I I . 

SECTION 15. THACT6 QUALIFIED TOR PAUT'CIPATIOK. On and after the 

effective date hereof, and until expamlon ai provided In Section U hereof, 

the tracta vlchln the Unit Area which ahall be entitled to part tc lp a t Inn 

provided ln Section 14, Tract Participation, hereof) In the production DI 

UntClied Bubitancei ahall ba cospoaid of the Tractl ihovn en Exhibit A anH 

l i l ted in Exhibit "8" which qualify ai followi: . " 

-13-



TABLE 6 

Summary of Economics - Escalated 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 t i x Unic 
Lea County, New Mexico 

Proved 
Developed Proved 
Producing Undeveloped 

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

In c e r e s c : 
Working, Decimal - - - - - - - - - i.oo 

Net Revenue, Decimal .75 

Gross Reserves: 
O i l , ME EL 1,3 52 1 1,000 
Gas, MMCF 473 3,850 

Net Reserves: 

O i l , MBBL 1,014 8,250 

Gas, MMCF 355 2,855 

Net O p e r a t i n g Revenue, MS 26,715 277,834 

Expenses: 

Wellhead Taxes, MS 1,773 13,441 
Operating, Costs, MS 16,982 47 , 530 

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

I n v e s t m e n t s , MS 0 44,119 

F u t u r e Net Revenue: 

Undiscountec, MS 7,960 167,444 
Disc o u n t e d @ 127. MS 6,041 54,419 

Payout, Years 4.10 

An n u a l i z e d Rate of Return, '/. -- 49.90 

Income/Investment R a t i o : 
Undiscounced 
Di s c o u n t e d @ 127. 

4. 60 
2. 50 



TABLE 7 

Sumnary of Economics - Unescalated 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 t i x Unic 

Lea Councy, New Mexico 

Proved 
Beveloped 
Producing 

Proved 
Undeve loped 

: ota 1 
: r o v e d 

E f f e c t i v e Date: January 1, 199 1 

I n t e r e s t : 
Working, Decimal 
Net Revenue, D e c i rr. a 1 

CO 

Gross Res e rve s: 
O i l , MBBL 
Gas, MMCF 

1,352 

473 

11,000 
3,8 50 

12,352 
4,323 

Net Reserves: 

O i l , MBBL 

Gas, MMCF 

Net O p e r a t i n g Revenue, MS 

Expenses: 
Wellhead Taxes, MS 
O p e r a t i n g Costs, MS 

T o t a l , MS 

Inv e s t m e n t s , MS 

1,014 

355 

21,046 

1,397 
12,768 

14,165 

0 

8, 2 50 
2 ,888 

17 1,17 9 

11,362 
26,064 

37,426 

40,052 

9, 2 64 

3 ,243 

i o 2 2 2 5 

12,759 
38 , 632 

51,591 

40,052 

Fu t u r e Net Revenue: 
Undiscounted, M$ 
Discou n t e d @ 127: MS 

Payout, Years 

A n n u a l i z e d Rate of Return, 7. 

6,881 
5, 342 

93 , T02 
31,414 

4. n 

41.24 

100,5 83 
3 6,756 

Income/Investment R a t i o : 

Undiscounced 

Discounted @ 127. 

3. 34 

1.95 

••"Payout based on p r o j e c t e f f e c t i v e date 

TABLE 7 
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OXY USA INC. 
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I WATERFLOOD RESPONSE 

100,000 

LANGLIE MATTIX (SEVEN RIVE r GRBG) SR 

LEA COUNTY, NEW l> ,C0 

OXY USA INC. 

Oil Production (BOPM) 
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$7.41 MM 
INVESTMENT 
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MYERS LANGLIE MATTIX UNIT SUMMARY & 6/94' NORMALIZATION 

LANGLIE MATTIX (SEVEN Rl\ QN GRBG) SR 

LEA COUNTY, NEW MEXICO 

OXY USA INC. 
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nai Lilian u n 

*************************** 
*** ACTIVITY REPORT *** 
*************************** 

TRANSMISSION OK 

TX/RX NO. 

CONNECTION TEL 

CONNECTION ID 

START TIME 

USAGE TIME 

PAGES 

RESULT 

7241 

19156826504 

Buddy Davidson 

08/24 15:28 

03'30 

6 

OK 



*************************** 
*** ACTIVITY REPORT *** 
*************************** 

TRANSMISSION OK 

TX/RX NO. 

CONNECTION TEL 

CONNECTION ID 

START TIME 

USAGE TIME 

PAGES 

RESULT 

7242 

19156827616 

Hartman Oil 

08/24 15:32 

02*23 

6 

OK 



SS::!:.***** *********** 

*** ACTIVITY REPORT *** 
*************************** 

TRANSMISSION OK 

TX/RX NO. 

CONNECTION TEL 

CONNECTION ID 

START TIME 

USAGE TIME 

PAGES 

RESULT 

7243 

19156826504 

Buddy Davidson 

08/24 15:48 

05'33 

8 

OK 


