
D O Y L E H A R T M A N 
Oil Operator 

\ . • _ 5 0 0 N. MAIN 

P.O. BOX 104 26 

M I D L A N D . T E X A S 7 9 7 0 2 

( 9 1 5 ) 6 8 4 - 4 0 1 I 

February 16, 1990 

FEDERAL EXPRESS/CERTIFIED RETURN RECEIPT REQUESTED 

Oxy USA,/inc. 
Post O f f i c e Box 50250 
M i d l a n d Texas 79710 
A t t e t f t i o n : Mr. C. R. J o l l e y 

FEB 2 0 1990 

0 \ L CONSERVATION DW. 
U , L SANTA FE 

Re: Undeveloped Eumont Acreage 
Sections 5 and 8 
T-20-S, R-37-E 
Lea County, New Mexico 

Gentlemen: 

Reference i s made t o the enclosed l e t t e r to us from W i l l i a m F. Carr 
(your NMOCD a t t o r n e y ) dated February 14, 1990 and which was received by 
us today (February 16, 1990). Reference i s also made t o our 
considerable recent e f f o r t s ( i n c l u d i n g our various correspondence and 
meetings w i t h Oxy) t o see t h a t a l l p r e s e n t l y non-producing non-dedicated 
Eumont gas acreage s i t u a t e d w i t h i n Section 5 and Section 8, T-20-S, R-
37-E i s included i n an e f f i c i e n t and uniform sized Eumont gas p r o r a t i o n 
u n i t . 

Today, when we received Mr. Carr's l e t t e r of February 14, 1990, we were 
shocked to l e a r n o f Oxy's proposed 200-acre Laughlin "B" Eumont 
p r o r a t i o n u n i t c o n s i s t i n g o f the NE/4 NE/4 Section 8, T-20-S, R-37-E and 
the SE/4 Section 5, T-20-S, R-37-E. During our numerous recent 
correspondence p e r t a i n i n g t o the re-development o f the Eumont i n t e r v a l 
i n Section 5 and Section 8, T-20-S, R-37-E, never d i d Oxy submit to us a 
formal proposal suggesting a d d i t i o n a l Eumont development work 
corresponding t o i t s L a u g h l i n "B" lease. 

As you are w e l l aware, on several occasions, we have informed Oxy t h a t 
we w i l l v e r y s h o r t l y be assigned Oryx's (Sun's) 40-acre (25%) i n t e r e s t 
i n Oxy's c u r r e n t l y e x i s t i n g 160-acre Laughlin "B" Eumont p r o r a t i o n u n i t 
c o n s i s t i n g o f the SE/4 Section 5, T--20-S, R-37-E. Despite our previous 
n o t i c e o f ownership i n Oxy's e x i s t i n g 160-acre Laughlin "B" Eumont 
p r o r a t i o n u n i t , t o t h i s day, we have not been consulted by Oxy about our 
thoughts or approval p e r t a i n i n g to Oxy's newly proposed 200-acre Eumont 
p r o r a t i o n u n i t . 

Furthermore, by a Hand-Delivered l e t t e r to Oxy dated February 14, 1990, 
which was w r i t t e n i n response t o Oxy's l e t t e r to us dated February 9, 
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1990 (received by us, February 14, 1990), at Oxy's i n v i t a t i o n , we 
promptly and cl e a r l y raised the leve l of our purchase of f e r 
corresponding to Oxy's presently non-producing non-dedicated Eumont 
ri g h t s i n the 40-acre t r a c t consisting of the NE/4 NE/4 Section 8, T-20-
S, R-37-E from an i n i t i a l l e v e l of $64,000.00 ($1600.00/acre) to a very 
substantial cash consideration of $130,000.00 ($3250.00/acre). In Oxy's 
l e t t e r of February 9, 1990 (received by us on February 14, 1990), you 
turned down our cash o f f e r of $64,000.00 as being an " i n s u f f i c i e n t 
consideration", but, i n closing your l e t t e r of February 9, 1990, you 
most c e r t a i n l y did go on to state: " I f you wish to reconsider your offer 

please l e t me know." Also enclosed with your l e t t e r of February 9, 
1990 was a copy of Oxy's economic evaluation of the re-development 
p o t e n t i a l of the subject 40-acre non-producing non-dedicated Eumont 
t r a c t consisting of the NE/4 NE/4 Section 8 including your note to us 
that Oxy would not consider, for the. 40-acre t r a c t , "any offers for any 
less than $130,000.00". 

I t i s very obvious Oxy's l e t t e r of February 9, 1990 did rejec t our 
i n i t i a l $64,000.00 cash o f f e r , but i t also clearly i n v i t e d us to re
submit a new of f e r . Moreover, your l e t t e r of February 9, 1990 also set 
a value f o r your Eumont acreage i n the SE/4 Section 5 and NE/4 NE/4 
Section 8 at $130,000.00/40-acre t r a c t ($3250.00/acre), and by v i r t u e of 
our Hand-Delivered l e t t e r to you dated February 14, 1990, we have 
promptly and unconditionally accepted Oxy's offer to purchase Oxy's 
Eumont r i g h t s as to the NE/4 NE/4 Section 8 for $130,000.00. Therefore, 
i n consideration of the foregoing, and as previously stated i n our 
l e t t e r to you of February 14, 1990, "...we respectfully request that you 
prepare the necessary instruments of transfer and set a prompt date for 
closing so that we can give notice of thi s trade p r i o r to our hearing 
before the NMOCD on March 7, 1990." 

In addition, i n l i g h t of (1) our presently pending B r i t t "B-8" Com No. 1 
Eumont proration u n i t hearing before the NMOCD, (2) your now clearly 
binding le g a l o b l i g a t i o n to s e l l to us your Eumont gas pool ri g h t s i n 
the NE/4 NE/4 of Section 8 for $130,000.00, and (3) your f a i l u r e to 
properly inform us as an interest owner i n the SE/4 Section 5 of your 
plans to furt h e r develop the Eumont gas pool i n t e r v a l i n the SE/4 
Section 5, T-20-s, R-37-E, we hereby give you notice of our o f f i c i a l 
opposition to Oxy's newly proposed 200-acre Eumont proration u n i t . 
However, as a re s u l t of our announced opposition to your 200-acre 
proration u n i t proposal, and i n accordance with your recently completed 
appraisal of your Eumont rig h t s i n the SE/4 Section 5 and the NE/4 NE/4 
Section 8, T-20-S, R-37-E, we further submit an amended o f f e r to 
purchase Oxy's 120-acre Eumont inte r e s t i n the SE/4 Section 5 for an 
additional $400,000.00 ( i . e . , ($130,000.00/40 acres) X 120 acres = 
$390,000.00). 

Our amended o f f e r to purchase ( i n accordance with your l e t t e r of 
February 9, 1990), your Eumont rig h t s i n the SE/4 Section 5 at your 
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appraised value of approximately $130,000.00/40-acre t r a c t w i l l 
eliminate any problems caused for you by our here-in announced 
opposition to your just-announced 200-acre proration u n i t and w i l l also 
allow us to r e - d r i l l and complete (with both a competant wellbore and 
modern completion), our 40-acre Eumont interest consisting of the NE/4 
SE/4 Section 5. 

Again, because of our previously announced B r i t t "B-8" Com No. 1 
proration u n i t hearing before the NMOCD on March 7, 1990, please l e t us 
promptly hear from you. 

DH/ps 
1862:Oxy0216 

cc: Oxy USA, Inc. 
Post Office Box 50250 
Midland, Texas 79710 
Attention: Mr. Charles Dickenson 

J. E. Gallegos 
Gallegos Law Firm 
141 East Palace Avenue 
Santa Fe, New Mexico 87501 

Dan Nutter 
105 East Alicante 
Santa Fe, New Mexico 87501 

Wm. P. Aycock 
1207 West Wall 
Midland, Texas 79701 

Jam€:s A. Davidson 
Post Office Box 494 
Midland, Texas 79702 

Oryx; Energy Company 
Post: Office Box 2880 
Dallas, Texas 75221-2880 
Attention: Ms. Joyce Hagar 

Very t r u l y yours, 

Doyle Hartman 
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Oryx Energy Company 
Pose O f f i c e Box 2880 
Da l l a s , Texas 75221-2880 
A t t e n t i o n : Mr. Chuck Carpenter 

< t ate of New Mexico 
Energy, Minerals & N a t u r a l Resources Department 
O i l Conservation D i v i s i o n 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87503 
A t t e n t i o n : Mr. Wm. J. LeMay, 

D i v i s i o n D i r e c t o r , Sta'.e Engineer 

State o f New Mexico 
Energy, Minerals & Natu r a l Resources Department 
O i l Conservation D i v i s i o n 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87503 
A t t e n t i o n : Mr. V i c t o r T. Lyon 

Chief Engineer 

Mr. W i l l i a m F. Carr 
Campbell and Black, P. A. 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504-2208 

Chevron USA,Inc. 
Post: O f f i c e Box 670 
Hobbs, New Mexico 88240 
A t t e n t i o n : Mr. A. W. Bohling 
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14, 1990 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

Doyle Hartman 
Post Office Box 10426 
Midland, Texas 79702 

Re: Application of OXY USA, INC., for Compulsory Pooling, a Non-Standard 
Gas Proration Unit and Simultaneous Dedication, Lea County, New Mexico 

Dear Mr. Hartman: 

This letter is to advise you that OXY USA, INC., has filed an application with the New 
Mexico Oil Conservation Division seeking an order pooling all mineral interests in a 200-
acre non-standard gas proration unit in the Eumont Gas Pool, comprised of the SE/4 of 
Section 5 and the NE/4 NE/4 of Section 8, Township 20 South, Range 37 East, N.M.P.M., 
Lea County, New Mexico. OXY proposes to simultaneously dedicate this unit to its 
Laufflhlin "B" No. 5 Well located 330 feet from the South line and 2310 feet from the East 
line of Section 5, Township 20 South, Range 37 East, N.M.P.M., Lea County, New Mexico, 
which is currently producing from the Eumont G-as Pool and the Laughlin 'T3" No. 1 Well 
located 1980 feet from the South and East lines of said Section 5, which will be plugged 
back and recompleted in the Eumont Gas Pool. 

This application has been set for hearing before a Division Examiner on March 7, 1990. 
You are not required to attend this hearing, but as an interest owner who may be affected 
by this application, you may appear and present testimony. Failure to appear at that time 
and become a party of record will preclude you from challenging the matter at a later 
date. 

y M y you. I 

WILLIAM F. CARR 
ATTORNEY FOR OXY USA, INC. FEB 1 6 

h = 

WFGmlh 
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February 14, 1990 

HAND DELIVERED 

Oxy USA, I n c . 
Post O f f i c e Box 50250 
Midland, Texas 79710 

A t t e n t i o n : Mr. C. R. J o l l e y 

Re:: Purchase Offer 
NE/4 NE/4 Section 8 
T-20-S, R-37-E 
Lea County, New Mexico 

Dear Mr. J o l l e y : 

Reference i s made to the meeting i n your o f f i c e t h i s morning between Mr. 
Charles Dickenson and myself, wherein we discussed our purchase o f f e r to 
Oxy o f February 2, 1990 corresponding to Oxy's 40-acre non-producing • 
non-dedicated Eumont t r a c t l o c a t e d i n the NE/4 NE/4 Section 8, T-20-S, 
R-37-E, Lea County, New Mexico. Reference i s also made to your l e t t e r 
t o us dated February 9, 1990 i n c l u d i n g your attached copy o f your 
economic a n a l y s i s (copy enclosed), wherein you turned down our o f f e r t o 
purchase f o r $64,000.00 Oxy's Eumont r i g h t s i n the NE/4 NE/4 of Section 
8, T-20-S, R-37-E, b u t wherein you d i d set a value of $130,000.00 f o r 
your Eumont r i g h t s as t o the su b j e c t t r a c t . 

I n communications between Oxy and ourselves during the past several 
weeks, you have i n d i c a t e d t h a t Oxy considers our o f f e r t o purchase i t s 
non-producing non-dedicated Eumont gas r i g h t s i n the NE/4 NE/4 Section 
8, T-20-S, R-37-E, f o r $64,000.00 ($1600.00/acre), as being an 
" i n s u f f i c i e n t c o n s i d e r a t i o n " . Oxy has also expressed l i t t l e i n t e r e s t i n 
farming ^out t o us i t s Eumont Gas Pool r i g h t s and moreover has i n d i c a t e d 
no i n t e r e s t i n t r a d i n g i t s 40-acre Eumont t r a c t c o n s i s t i n g o f the NE/4 
NE/4 o f Sec t i o n 8 i n exchange f o r our 40-acre Eumont t r a c t c o n s i s t i n g of 
the NE/4 SE/4 Section 5. 

Therefore, i n order t o promptly f a c i l i t a t e the f u l l development of the 
Eumont Gas Pool i n t e r v a l i n Section 8, T-20-S, R-37-E so t h a t a l l 
p r e s e n t l y non-producing non-dedicated Eumont acreage s i t u a t e d w i t h i n 
S e c t i o n 8 can be dedicated t o an a c t i v e and e f f i c i e n t Eumont p r o r a t i o n 
u n i t , we hereby increase our o f f e r f o r Oxy's 40-acre Eumont r i g h t s i n 
the NE/4 NE/4 Section 8 t o a cash c o n s i d e r a t i o n of $130,000.00 which i s 
the amount t h a t you have i n d i c a t e d t h a t Oxy must be o f f e r e d before 
agreeing t o s e l l i t s i n t e r e s t i n the subject t r a c t . Not only does 
$130,000.00 meet your asking p r i c e f o r the t r a c t , but based on our own 
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recent experience, we know that t h i s new offer is i n excess of recently 
established competitive market values being that we j u s t recently 
purchased from another major o i l company, i n a sealed bid sale, a 40-
acre i n t e r e s t i n an excellent producing Eumont gas proration u n i t . The 
cash consideration paid f o r the recently purchased 40-acre interest was 
$98,715.00, which amount i s 24% less than your asking price of 
$130,000.00. 

We thank you f o r your prompt reply to us of February 9, 1990. However, 
i n the i n t e r e s t of time, we respectfully request that you prepare the 
necessary instruments of transfer and set a prompt date for closing so 
that we can give notice of t h i s trade p r i o r to our hearing before the 
NMOCD on March 7, 1990. Please do not hesitate to c a l l the undersigned 
i f you have any questions r e l a t i v e to t h i s matter. 

Very t r u l y yours, 

Bryan E-r—-Jones 
Landman 

BEJ/lr 
490:OXY0214 

cc Oxy USA, Inc. 
Post Office Box 50250 
Midland, Texas 79710 
Atten t i o n : Mr. Charles Dickenson 



•XY OXY USA INC. 
Box 50250, Midland, TX 79710 

February 9, 1990 

Doyle Hartman 
500 N. Main 
P.O. Box 10246 
Midland, Texas 79702 

A t t e n t i o n : Bryan E. Jones 

Re: Laughlin "B" Lease 
NE/4 NE/4 Section 8 
T-20-S, R-37-E 
Lea County, New Mexico 

Dear Mr. Jones: 

Thank you f o r your l e t t e r o f February 2, 1990, wherein you 
o f f e r e d $64,000 f o r OXY1s i n t e r e s t i n the re fe renced p r o p e r t y . 
Your correspondence has been fo rwarded t o me f o r a t t e n t i o n . 

Based upon our r e v i e w o f t h e p r o p e r t y and a f t e r d i scuss ipns 
w i t h o p e r a t i o n s p e r s o n n e l , i t has been determined t h a t we must 
r e j e c t y o u r o f f e r as b e i n g i n s u f f i c i e n t c o n s i d e r a t i o n . We 
b e l i e v e t h e s u b j e c t t r a c t has an economic va lue f a r i n excess o f 
your o f f e r and have e v a l u a t e d f o r m i n g our own 200 acre Eumont U n i t 
i n c l u d i n g t h i s 40 a c r e t r a c t . A d d i t i o n a l l y , OXY p r e v i o u s l y 
r e j e c t e d an o f f e r f r o m Chevron t o i nc lude t h i s acreage w i t h i n 
t h e i r proposed u n i t . 

I f y o u w i s h t o r e c o n s i d e r . y o u r o f f e r o r w o u l d l i k e t o 
d i s cus s t h i s m a t t e r f u r t h e r , please, l e t me know. I l o o k f o r w a r d 
t o h e a r i n g f r o m y o u . 

An Occidental Oil anc Gas company 
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MEMORANDUM 
OCCIDENTAL OIL AND GAS 

February 5, 19 9 0 

TO: Mr. Chris J o l l e y / / / 

FROM: Charles E. Dickenson 

SUBJECT: NMC-899 
Lease No. 6-3011170 
Covering S e c t i o n 8, NE/4 NE/4 
20S-37E, Lea County, New Mexico 

OXY 

Reference i s made t o the l e t t e r dated February 2, 1990 
and attachments from Doyle Hartman as i t r e l a t e s t o h i s o f f e r t o 
purchase NE/4 NE/4 Se c t i o n 8, i n s o f a r a s . i t a p p l i e s t o the Eumont 
interval„ 

This lease has been a non-producing and a non-dedicated 
Eumont t r a c t f o r approximately f i v e (5) years according t o Mr. 
Hartman and h i s $16,00^ per acre o f f e r f o r t h e 40 acres i s a f a i r 
e x t e n s i o n i n h i s o p i n i o n , p a r t i c u l a r l y , since Chevron has applied 
f o r a non standard, 160 acre p r o r a t i o n u n i t . I n the event we do 
not wish t o s e l l our Eumont r i g h t s i n the s a i d 40 acres, Hartman 
also p l ans and has, I understand, f i l e d an a p p l i c a t i o n w i t h the 
NMOCD f o r p e r m i s s i o n t o form a new Eumont gas p r o r a t i o n u n i t 
c o v e r i n g N/2 NE/4, NE NW/4 of Section 8 and th e SE SW/4 of Section 
5 and he a l s o i n t e n d s t o f i l e an a p p l i c a t i o n t o compulsory pool 
a l l i n t e r e s t owners u n d e r l y i n g sane. 

Mr. Hartman has t r i e d on a previous occasion t o purchase 
t h i s i d e n t i c a l l e a s e f o r a l i t t l e less money and Bob Doty i s 
aware o f t h a t o f f e r . By copy hereof, we copy Mr. Doty w i t h t h i s 
l e t t e r from Mr. Hartman f o r h i s i n f o r m a t i o n and f o r h i s advice t o 
you should you d e s i r e same as t o Hartman's $64,000" o f f e r f o r the 
sa i d 4Q etcres. 

CED/df 

Attachment 

cc: Mr. Bob Doty (w/attachment) 

OCS For. (1-60) 
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