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OXY USA INC. 

Sex 300, Tulsa, OK 74102 

August 19, 1994 

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

Re: Myers Langlie Mattix Unit 
7-3050700-6, contract # 3730 
Lea Co., NM 
OXY USA ine. - operator 

Dear Ms. Farmer: 

This letter comes as a follow-up and confirmation of our phone call 
earlier today. As ve discussed, OXY is currently conducting 
numerous capital improvement projects on the captioned unit. You 
questioned what options boyle Hartman 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 
65*. Each AFE project currently being billed 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 its 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 
Articles I have referenced. I trust this w i l l address the 
questions you have raised, but do not hesitate to contact me should 
you have further questions. 

Joint Interest Contracts 

J"C/mw 
Attachments 

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



Jection or for other purposc». 

3.2.4 Expenditarea• The making of any single expenditure 

in excess of Fifteen Thousand Dollars ($15,000.00); provided chat, approval 

by Working Interest Cvnen of th« drilling, reworking, deepening, or 

plugging back of eny well ahall include approval ot a i l neceasacy ex­

penditure* required therefor, and for completing, ceating, and equipping 

the sane, including neceaaary flow linef, separators, and leaae cankage. 

3.2.5 Disposition of Unit Eoulpmeut, The selling or ather-

vlse dlapoiing of any major item of surplus Unit equipment, I f the cur­

rent Hat price of new equipment s la iUr thereto ia Three Thousand and 

Five Hundred Dollar* ($3,500.00) or nore. 

3.2.6 Appearance Befora a Court or Regulatory Agency. The 

deeigneting of a representative to appear before any court or regulatory 

agency ln natter* pertaining to Uait Operational provided that, auch 

designation ahall not prevent any Working iDtereat Owner at l t« own ex-

penee from appearing in peraon or from designating another representative 

in l t f own behslf. J 

3.2.7 Audita. The auditing of th* accounts cf Unit operator 

pertaining to unit operations hereunder; provided that, the audita ehall: 

(a) not be conducted nore than onet each year 

except upon the resignation or renoval of 

Unit Operator. 
i 
i 

(b) be made at the expense of all Working In- ; 

terest Owners other than the Working In­

terest Owner designated aa Uait Operator 

and 

(c) be made upon not less then thirty (30) 

days' written notice to Unit Operator. 

3.2.B Inventories. The taking cf periodic inventorize 

under the terns of Exhibit I. 

3.2.9 Technical Services. The authoriling of charge* to 

the joint account for ae rvice« by consultants or Unit Operator's tech­

nical personnel not covered by the overhead chargca provided by K>hlblt 

Z -

3-2.10 Assignments co Conclttees. The appointment < £ coo- f' 
ii 

mitteei to study any problems In connection with Unit Operationa. 

3 .2 .U Removal of Unit Operator and the Selectloo ot a 

Successor, 
"AUG <r5-

A: 



3.2.12 Enlargement of the Unit Area. 

3.2.13 AdluataicnC end Reediustment of Investments. 

3.2.14 Termination of the Unit Agreement. 

ARTICLE 4 

HAtfflBR OF EXERS1SIKC SUPERVISIOW 

4.1 Designation of Representatives. Each Working Inte re et 

Owner ehall in writing inform Unit Operator of Che neaea and iddresses 

of the representative and alternate who are Authorised to represent 

and bind auch Working Interact Owner with respeet to Unit Operationa. 

Tha representative or alternate nay be changed from time to tine by 

vrittan notice to Unit Operator. 

4.2 Meetlnga. All meetings of the Working Interest Owners 

shall be called by Unit Operator upon ita own motion or at tha request 

of one or nore Working Interest Ownera having a total Unit Participation 

of not leaa than ten percent (lot). No meeting shell be called on leal 

than fourteen (14) daya' advance written notice, with agenda Cor the 

meeting attached. Working latereat Owner* who attend the meeting ahall 

not ba prevented from asacdiag lteaa included in tha agenda or from 

deciding the amended item or other items presented at the meeting. The 

representative cf Unit Operator shall be chairman of each meeting. 

4.3 Voting Procedure. Working Interest Ownera. ahall decide 

all matters coming before them aa followaj 

4.3.1 Votlna Interest. Each Working Interest Owner ahall 

have a voting interest equal to l t i Unit Participation in effect at the 

time auch vote is taken. 

4.3.2 Vote Reaulred. Except aa may otherwise ba provided 

herein or in tha Dnlt Agreement, Working Interest Ownera shall act upon 

and determine all matters coming before them by the affirmative vote of 

three (3) or more Working Interest Ownera having a combined Voting 

Interest of at least eixty-flve percent (651), provided that, should 

any one Working Intaraat Owner own more than thirty five percent (351) 

Voting Interact, lta negative vote or failure to vote shall not defeat 

a motion and such motion shall pasa l f such motion is approved by a 

majority of the Voting Interest, and such affirmative vote ehall be 

controlling on all parties. 



applicable it.ee Uwi, regulstlons,.and rulinge now In effect or here* ft* 

enacted that have an effeet similar to the federel provisions referred 

to herein. 

ARTICLE 16 

won ce 5 

16.1 Notleei. All notleee required hereunder ehell be in writing 

end ahell be deemed to have been properly served when sent by meil or 

telegram to the eddrcsa of the repreaentetive of eeeh Working Interest 

Owner ae furnished to Unit Operetof in accordance with Section 4.1 hereof. 

ARTICLE 17 

WiyrPRAWAL Ot WOtttOMO INTEREST OWKER 

17.1 Withdrew* 1. I l any Working Interest Owner ao desires, it 

may withdraw from thia agreement by conveying, assigning and transferring, 

without warranty of title either expreas or implied, to the other Working 

Intercet Ownera who do net desire to withdraw herairon, a l l of the former's 

right, title end interist in and to lta lease or leeees er other operating 

rights In the Unit Area Insofar aa aaid lease, leeses or rights pertain 

to the Unltlted Formation, together with the withdrawing Working Interest 

Owner's interest in ell wells, pipe lines, casing, injection equipment, 

facilities and other personal property used ln conjunction with the develop­

ment and operetlon of the Unit Aree; provided, however, thet such transfer, 

assignment or conveyenee shell not relieve eald Working Interest Owner 

from any obligation-or liability incurred prior to the date of tha execution 

aad delivery thereof. The interest ao treoaf erred, aaalgned snd conveyed 

shall be taken and owned by the other Working Interact Ownera in proportion 

to their respective Fhese I I Unit fartlclpatione. After Che execution and 

delivery of auch trensfer, caclgoment or conveyance, th* withdrawing Work­

ing Interact Onwer shall be relieved from ell further obllgetlona and 

liability hereunder end under the Unit Agreement. Thereupon, tha right 

of auch Working Xnterect Owner to aay beaeflta subsequently accruing here­

under and under the Unit Agreement ahall cease; provided, that upon 

delivery of said transfer, assignment of conveyance, the aaeignees (In 

the rctlo of the recpeetive lntereeee to acquired) shall pay to the 

eaelgnor for lta interest in ell jointly owned equipment, casing and 

other personal property the fair net selvage value thereof, less its 

proportioned ehere of the easts of terminating the Unit, as seme ere 
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• X Y OXY USA INC. 
Box 50250, Mid land, TX 79710 

P. N. MeGo. 

W W e r u R t | l o a 

Pbon. (915) 6»S-5908 
FAX: (S15)«8S-S7S4 

September 13, 1994 

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

Re: Myers Langlie Mattix Unit, Lea County, New Mexico. 

Dear Mr. Hartman: 

In reply to your letters of August 23, and August 24, 1994, it appears we have substantial 
differences of opinion concerning the potential of the captioned Unit. Such differences of 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 interest in the Unit for OXY's State "N" 
Lease is not acceptable. Your offer substantially under values the 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. 

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 ali of 
their right, title, and interest in the Unit, the Unitized Formation, their lease or leases and any other 
operating rights, etc. to those parties who desire to continue Unit Operations. By such withdrawal you 
will avoid any future liability or responsibilities concerning unit 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 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 could 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, 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-

An 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 the 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 your proposals are either prohibited or 
inadequate. However, butting heads profits no one. To this end we are 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 fed 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, 

P. N. McGee 
Manager-Land 
Western Region 

cc: D. Romine 
B. Hunt 


