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oxXy OXY USA INC.
Bex 300, Tulsa, OK 741062

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

QXY USA Inc. = Operator .

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 improvement projects on the captioned unit. You
questioned what cptions Doyle Hartman has regarding participaticn
in these projects. :

Under terms of thse 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, regardlaess of their vote.

3. Article 17 does provide that a working interest owner mnay
withdraw from the unit (and any future obligations) by
assigning its interest to the other working interest owners.
Hovever, 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 + s 0

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

you have further questions.
Sincerely
Q/w_,.

Jer Crew
Joint Interest Contracts

JC/mw
Attachments

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




lection or for other purposes.

3.2.4 Expenditsres. The making of any single expenditure

in excess of Fifreen Thousand Dollars (§15,000.00); provided chat, approval

by Working Interest Cwners of the drilling, reworking, deepening,

plugging back of any well shall inciude apprcval of all neceesacy

or

ax-

penditures required therefor, &and for completing, cesating, and equlpping

the same, inciuding necessary flow lines, separators, and lesse cankage.

3.2.5 Dileposition of Unlt Equipment. The seiling or athes-

wise disposing of any msjor item of surplus Unit equipment, (f the cur-

|

rent list price of new equipment similar thereto s Three Thousand and

Pive Hundred Dollara ($3,500,00) or more.

designating of a representative to appear before any court or re;ul-Tory

agency in wmacters pertaining to Uatt Operations; provided that, such'

!
3.2.6 Appesrxance Before s Court or Regulatory Agency. Irhe
r’

designaticn shsll not prevent sny Working Interest Owmer at {ts own [x-

pense from appesying in person or from designating another repredant

{u its own behalf.

tive

3.2.7 Audits. The auditing of the sccounts cf Unit Ogeratcr

pertaining to uait operstions hereunder; provided that, the audits ghail:
|

(a) not be conducted nmore than once esch year

except upon che resignation or removal ¢

Unit Operator.

{b) be mada st the expense of sl Working Iao-

terest Owners other chan the Working In-
terest Owner designaced 28 Uxit Operater
and
{¢c) be made upon not less ctham thirty (30)
days’ written notice to Unit Oparster.
3.2.8B Inventories. The taking ¢f periodic inventor
under the terms of EZxhibiec E.

J.2.9 Technical Services. The suthorizing of chatg

the joint account for services by consultants or Unit Operator's
nical personnel not covered by the overhead charges provided by E
£.

3.2.10 Asstgnvente to Committees. The sppointmenc

mittees ro study any problems tn connectianr with Unit Operstions.

3.2.1lL Removal of Unit Dperator and the Selection o

£
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3.2.12 Enlargement of the Unit Area.
31.2.13 Adjuetment snd Readjugstment of Investments.
3.2,14 Termination of the Unit Agreement.
ARTICLE &
MANNBR OF EYERCISING SUPERVISION
4,1 pasignstion of Reprasentatfves. £ach Working Intersst

Owner shall in writing inform Unit Opsrator of the names and addresses

of the reprasantative and glternate vl.zo ave suthorized to Tepresant
and bind such Working Interest Ownter with respect to Unit Operatioans.
The reprssentative or altsraate may be changed from time to time by
vrittan notice to Unit Oparator.,

L.z Hastings, AlL meetings of the Working Interast Ovneri
shall bs called by Unit Opsratoer upon its owm motion or at ths requast
of one or more Working Interest Owners having & total Unit Participation
of not less than ten percent (10%). Ko maeting shell be called on less
than tourtu_n (l4) days' advancs written notice, with agenda for cthe
‘masting attached. Working Iaterest Owners who attend the mmeting shall
not bs prevented fipo ;:gndtag {tems included {in the agenda or from
dectding ths ucndcc; {iam c;i other items presented &t the meeting. The
vepresentative of Unit Operator shall Sn chaiznan of esch mseting.

4.3 Yoting Procedurs. Working Intereat Ownars. shall decide
all matters coming before them «s follows:

4.3.1 Yoting laterest. Each Working Interest Owner shall
have a voting interest equal Lo its Unit Participation in effect at the
tims such vots Ls taken,

4.3.2 Yote Reguired. Except as may othervise be provided
hersin or in the Unit Agresment, Working Interest Owners shall zct upon
and determing all matters coming before them by the affirsative vote of
three (3) or mors Working Intsrest Owmers having 2 combinsd Voting
Interest of st lesst iuty-five percent (65%), provided that, should
any one Working Interdst Owner own more than thirty-five percent (351) ~
Voting Interest, its negstive vote or failure 'co vote shall not defeat
& motion and suck motion shall pess Lf such mocilon L& spproved by &
majority of the Votimg Interest, and such affirmative vote shall be

controlling on all parcies.




lpvliclblc'-:nie laws, regulations, and rulings now in effect or hersafte

enacced :ﬂn: have an effect similar to the federal provisions refesred

':o herein.
ARTICLE 16
N CES

16.1 Noticas. All notices required hereunder shell ba in wricing
and shall be desmed to have bean properly served when sent by mail erx
telegrem to the adirsss of the repressntative of esch Working Intarest

Ovner se furnishad to Unit Operatef in accordance with Section 4.1 hereof.

ARTICLE 17
W WAL OF WO INTEREST OWN

17.1 Wirhdrswsl, If any Working Intsrest Owner so desires, it
utj withdrew from this agraement by conveying, assigning and transfarring,
without warranty of title eafther exprass or {amplied, to the other Working
Interest Owners who do mot desire to withdraw herefrom, all of the former's
right, title and 1ntir;-t in and to its lease or leases or aother opersting
cights in the Unit Area insafer as said lease, leases or tights percain
to the Unitized Formation, together with the Qt:hdruwtng wcrktng Interest
Ovnar's interest {n all wells, pipe lines, casing, injection equipment,
facilities and other personsl property used in conjunction with the develop-
ment and Op.tlticn.of the Unit Aresa; provided, howaver, that such transfer,
assignuent or conveyance shall not relf{eve ssid Working Iaterest Owner
from any obligation-or lisbtlity {ncurred prior to the date of the executfon
aad delivery thareof., The interest so transfsrred, assignad and conveyed
shall be taken ngd owned by the othar Warking Interest Ownera {n proportion
to their respesctive Phase LI Unit Pavtilcipstions. After che execucion and
deli{very of such transfer, sssignment or conveyance, the withdrswing Work-
tng Intarest Onwer shall be teligved from sll further obligstions sad
1iability hareunder snd under the Unit Agresment. Tharespen, the right
of such Working Intersst Owner to sny bensfits subsequently sccruing here-
under and under the Un{t Agresmant shall cesse; provided, that upon
delivery of said transfer, assignment of coaveyance, the sssignees (in
the retic of the respective (nterests so acquired) shall psy to the
sssignor for 1ts interedt {n all jolatly ovuéd equipaent, casing &nd
other peraontl property the fair nec salvage value theveof, less its

proporticnete share cof the costs of cerminsting the Unit, 25 ssae are

-21-




axyY OXY USA INC.
Q'

Box 50250, Midland, Tx 79710

P. N. McGeu Phone (915) 685-5908
Manager-Land FAX: (915) 688.5754
Wastorv Regloa

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 rot 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
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 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 irstance is applicable. Further, the Unit Agreement specifically and expressly prohibits "any re-
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Doyle Hartman September 13, 1994
Myers Langlie Mattix Usit Page 2
Lea Co., New Mexico

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 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



