
AGREEMENT FOR IMPLEMENTATION OF AN OPTIMIZED W ATERFLOOD
PROGRAM FOR THE WEST WILMINGTON OIL FIELD

32774
THIS AGREEMENT FOR IMPLEMENTATION OF AN OPTIMIZED
WATERFLOOD PROGRAM FOR THE WEST WILMINGTON OIL FIELD - State of
California (this "Agreement") is made and entered into as of this l6. l day of ~í ui , 20 i 2
(the "Effective Date"), by and among the State of California (the' State"), by;hrough
the State Lands Commission (the "SLC"), City of Long Beach, a municipal corporation
("City"), and Tidelands Oil Production Company, a Texas partnership ("Tidelands" or
"Oxy"). The State, by and through the SLC, the City and Oxy may be individually
referred to as the "Party" or collectively referred to as the "Parties."

RECITALS

A. Oxy believes that, if given the opportunity, it can design and, in conjunction
with the City, implement an optimized waterflood program, or other enhanced
oil recovery techniques (the "Program"), that would result in the production of
a substantial volume of oil from the West Wilmington oil field over and above
the volume of oil that would be produced from continuation of the
development program employed historically. If realized, the increased
production would benefit all of the Parties to this Agreement.

B. Implementation of the Program wil involve substantial additional investment.
Under the existing contractor's agreement for the State's operations, the State
would bear more than 95% of the additional costs out for revenues otherwise
payable to the State.

C. Accordingly, in order to allow Oxy to design and, in conjunction with the

City, to implement an optimized waterflood program for the West Wilmington
oil field, it is necessary for Oxy to bear these additional investment costs, and
in connection therewith Oxy wil agree to make a minimum commitment of
$50,000,000 to design and implement the Program. The State, in turn, wil
grant to Oxy 49% of the net profits from the incremental production that may
result from the Program, reserving to itself the remaining 5 i % of the net
profits from that production.

D. To accomplish these objectives, it is also necessary and appropriate that this
Agreement continue for the economic life of the West Wilmington oil field
and that the existing contractor's agreement for the Long Beach Harbor
Tidelands Parcel and Parcel "A" be extended through the economic life of the
West Wilmington oil field.

E. The California Legislature has enacted enabling legislation to authorize this
Agreement on behalf of the State, to extend the terms of the existing
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contractor's agreement and to give Oxy and the City the powers to accomplish
the objectives of the optimized waterflood program.

NOW, THEREFORE, in consideration of the mutual promises set forth herein, the
Parties agree as follows:

ARTICLE 1
DEFINITIONS

1.01 Terms Defined in the West Wilmington Agreements. Except as otherwise provided
in this Agreement, or unless the specific context in which any such term is used in this
Agreement indicates a contrary intention of the Parties, all terms defined in the West
Wilmington Agreements shall have the same meanings when used in this Agreement.

(a) W. Wilmington Agreements. "W. Wilmington Agreements" shall mean
the Harbor Contractor Agreement, Field Contractor Agreement,

Tidelands Parcel and Parcel A Contract, Unit Agreements, and Unit
Operating Agreements.

(b) Harbor Contractor A~reement. "Harbor Contractor Agreement" shall
mean the Amended and Restated Field Contractor Agreement (Harbor
Department - Segment II), effective as of September 1, 1994, between
the City and Tidelands relating to the operation of Fault Block I Non
Unit, Ford Lease Non Unit, other non Unitized Wells, Unit Segment II
of Fault Block II Unit, Fault Block III Unit, Fault Block IV Unit and
Fault Block V Ranger Zone Unit and all amendments thereto.

( c) Field Contractor Agreement. "Field Contractor Agreement" shall mean
the Amended and Restated Field Contractor Agreement effective as of
July 1, 1991 between the' City and Tidelands relating to Unit Segment II
of Fault Block IV and Fault Block V Ranger Zone and all amendments
thereto.

(d) Unit Agreements. "Unit Agreements" shall mean the Unit Agreement
Fault Block II, Wilmington Oil Field, dated December 15, 1959; Unit
Agreement Fault Block III, Wilmington Oil Field, dated December 15,
1959; Unit Agreement, Fault Block iv Wilmington Oil Field, dated
August 1, 1961; and Unit Agreement, Fault Block V Ranger Zone Unit,
Wilmington Oil Field, dated August 1, 1963.

(e) Unit Operating Agreements. "Unit Operating Agreements" shall mean
the Unit Operating Agreement Fault Block II, Wilmington Oil Field,
dated December 15, 1959; Unit Operating Agreement Fault Block III,
Wilmington Field, dated December 15, 1959; Unit Operating Agreement
Fault Block iV, Wilmington Field, dated August 1, 1961; and Unit
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Operating Agreement Fault Block V Ranger Zone, Wilmington Field,
dated August 1, 1963.

(f) Tidelands Parcel and Parcel A Contract. "Tidelands Parcel and Parcel A

Contract" shall mean the Long Beach Harbor Tidelands Parcel and
Parcel "A" Oil Contract, dated January 18, 1989, between the City and
Neste Holding (U.S.A.), Inc., Chanse Energy Corporation and Tidelands
and all amendments thereto.

(g) Nineteenth Accessory Agreement. "Nineteenth Accessory Agreement"
shall mean the Nineteenth Accessory Agreement (Long Beach Harbor
Department Tidelands Parcel), dated July 2, 1979, between the Board of
Harbor Commissioners of the City of Long Beach, for and on behalf of
the City of Long Beach, and Long Beach Oil Development Company.

1.02 Other Defined Terms.

(a) Actual Revenues. "Actual Revenues" for any period shall mean the sum of
all West Wilmington oil field oil revenues for such period that are allocated
to the City's tidelands working interest under the applicable W. Wilmington
Agreements. The oil revenues shall be calculated by using the monthly
arithmetic average of the prices posted as set forth in Exhibit "A".

(b) Actual Costs. "Actual Costs" for any period shall mean the sum of all West

Wilmington oil field costs incurred for such period that are allocated to the
City's tidelands working interest under the applicable W. Wilmington
Agreements, excluding the costs of all Accessory Agreement Activities.
Accessory Agreement Activities wil be accounted for separately as set forth
in the Nineteenth Accessory Agreement.

(c) Actual Net Profits. "Actual Net Profits" for any period shall mean Actual
Revenues less Actual Costs for such period.

(d) Actual Oil Volume. "Actual Oil Volume" for any period shall mean the
volume of oil produced during such period that is allocated to the City's
tidelands working interest under the applicable W. Wilmington Agreements.

(e) Base Revenues. "Base Revenues" for any period shall mean, except as set
forth in Section 1.02(n), the lesser of (i) Actual Revenues for such period
and (ii) Actual Revenues for such period multplied by the quotient of Base
Oil Volume for such period divided by Actual Oil Volume for such period.

(f) State's Base Revenues. "State's Base Revenues" for any period shall mean,
except as set forth in Section 1.02 (n), the Base Revenues for such period
multplied by the State's Net Profits Percentage Interest.
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(g) Base Oil Volume. "Base Oil Volume" for any period shall mean the oil
volume described in Exhibit "B" and as adjusted pursuant to Section 2.12
for such period, except as set forth in Section 1.02(n).

(h) Base Ordinary Costs. "Base Ordinary Costs" are defined in Exhibit "C",
except as set forth in Section 1.02(n).

(i) Incremental Ordinary Costs. "Incremental Ordinary Costs" for any period
shall mean Actual Ordinary Costs minus the Base Ordinary Costs, except as
set forth in Section 1.02(n).

(j) Base Costs. "Base Costs" for any period shall mean, except as set forth in
Section 1.02(n), the sum of (i) Base Ordinary Costs for such period, and (ii)
Extraordinary Costs for such period, provided the Base Oil Volume is less
than the Actual Oil Volume. In the event that the Base Oil Volume is
greater than or equal to the Actual Oil Volume, the "Base Costs" for such
period shall mean, except as set forth in Section 1.02(n), the sum of (i)
Actual Ordinary Costs for such period, and (ii) Extraordinary Costs for such
period.

(k) State's Base Costs. "State's Base Costs" for any period shall mean, except
as set forth in Section 1.02 (n), the Base Costs for such period multiplied by
the State's Net Profits Percentage Interest.

(1) Extraordinary Costs. "Extraordinary Costs" for any period shall mean those
costs allocated to the City's tidelands working interest under the applicable
W. Wilmington Agreements that relate to extraordinary events that have a
material financial impact on operations, including for ilustrative purposes

only, but not limited to, litigation and third party waste disposal sites, that
occurred wholly before the Effective Date of this Agreement.

(m) Actual Ordinary Costs. "Actual Ordinary Costs" for any period shall mean
Actual Costs for such period minus the sum of (i) Abandonment Costs, (ii)
Development Costs, and (ii) Extraordinary Costs.

(n) State's Base Net Profits. "State's Base Net Profits" for any month shall
mean the difference between State's Base Revenues and State's Base Costs
for that month; provided however, that (i) for any month in which State's
Base Costs exceed State's Base Revenues, State's Base Net Profits shall be
zero and the amount by which State's Base Costs exceeds State's Base
Revenues shall be added to Incremental Costs for such month, and (ii) if any
future accounting reflects that for any period there exists a positive amount
of State's Base Net Profits, State's Base Net Profits for such period shall be
reduced (but not below zero) to the extent of the cumulative amount added
to Incremental Costs pursuant to (i) above, and Incremental Costs for such
month shall be reduced (but not below zero) by an equal amount. If at any
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time after the Effective Date, the aggregate State's Base Costs for any
period of 24 consecutive months commencing on or after the Effective Date
are equal to or exceed the aggregate State's Base Revenues for such period,
at such time ("Base Cessation Date"): (i) the State's Base Net Profits shall
be set equal to zero through the duration of Article 2, (ii) there shall be no
further obligation to calculate the State's Base Net Profits, State's Base
Costs, Base Costs, State's Base Revenues, Base Revenues, Incremental
Revenues, Base Ordinary Costs, Base Oil Volume, Incremental Oil Volume
and Incremental Ordinary Costs and (iii) for each period through the
duration of Article 2: (A) the Incremental Net Profits shall equal the sum of
Actual Net Profits, Extraordinary Costs related to events that occurred
wholly before the Effective Date and Abandonment Costs, (B) Incremental
Costs shall equal Actual Costs minus Extraordinary Costs related to events
that occurred wholly before the Effective Date and minus Abandonment
Costs, and (C) Incremental Revenues shall be equal to Actual Revenues.

(0) State's Net Profits Percentage Interest. "State's Net Profits Percentage

Interest" means the percentage of net profits payable to the City under the
Tidelands Parcel and Parcel A Contract, which is 95%.

(p) Incremental Revenues. "Incremental Revenues" for any period shall mean
Actual Revenues for such period less Base Revenues for such period, except
as set fourth in Section 1.02(n).

(q) Incremental Costs. "Incremental Costs" for any period shall mean, except as
set forth in Section 1.02(n), Actual Costs for such period less the sum of (i)
Base Costs for such period and (ii) Abandonment Costs for such period.

(r) Incremental Net Profits. "Incremental Net Profits" for any month shall mean,
except as set forth in Section 1 .02(n), the difference between (i) Incremental
Revenues for that month and (ii) Incremental Costs for that month; provided
however, that for any month in which Incremental Costs exceed Incremental
Revenues, Incremental Net Profits shall be zero and the amount by which
Incremental Costs exceeds Incremental Revenues shall be added to a

"Negative Incremental Net Profits Balance." For any month that there exists
a Negative Incremental Net Profits Balance, Incremental Net Profits, if any,
as calculated in the preceding sentence shall be reduced (but not below zero)
to the extent of the existing Negative Incremental Net Profits Balance,

which Balance shall be reduced (but not below zero) by an equal amount.

(s) Incremental Oil Volume. "Incremental Oil Volume" for any period shall
mean, except as provided in Section 1.02 (n), the Actual Oil Volume for
such period less the Base Oil Volume for such period, except as set forth in
Section 1.02(n).

(t) Development Costs. "Development Costs" for any period shall mean the
City's tidelands working interest share under the applicable W. Wilmington
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Agreements of the aggregate amount of all the costs related to
(l) engineering studies, data acquisition and analysis intended to increase
production, (2) new wells driled, (3) existing wells redriled, (4) investment
wellwork jobs involving recompletions, fracture stimulation, profile control,
producer conversions to injectors, and other jobs intended to increase oil
recovery, but not considered to be repair or maintenance, and (5) such other
items as shall be necessary to increase production and allocated to the City
for such period under the applicable W. Wilmington Agreements. The
Development Costs shall not include well replacement or redril costs that
are Accessory Agreement Activities.

(u) Calendar Year. "Calendar Year" means a calendar year commencing on
January 1 and ending on the following December 3 1.

(v) Abandonment Costs. "Abandonment Costs" for any period shall mean the
City's tidelands working interest share under the applicable W. Wilmington
Agreements of all costs related to the abandonment of wells, removal of
associated facilities, and remediation of soil and groundwater impacted by
the wells, facilties or other operations in conformance with all appropriate
rules and regulations; provided however, that any costs shall be excluded to
the extent that they relate to the abandonment of a well required by the City
that is subsequently replaced by the City as part of an Accessory Agreement
Activity.

(w) State Abandonment Obligation. "State Abandonment Obligation" for any
period shall mean the State's allocated share of Abandonment Costs as set
forth in 2.12 (b).

(x) Accessory Agreement Activity. "Accessory Agreement Activity" shall
mean any activities requested by the City pursuant to the Nineteenth
Accessory Agreement.

(y) Investment Trigger Date. "Investment Trigger Date" shall mean the first
day of the month following the first 6-month period commencing on or after
the Effective Date during which the arithmetic average of the prices posted
as set forth in Exhibit "A" exceeds $65 per barreL.

(z) Base Cessation Date. "Base Cessation Date" shall have the meaning set
forth in Section 1.02(n).

ARTICLE 2
OPTIMIZED W ATERFLOOD PROGRAM

2.01 Agreement to Implement the Program. The City, the State and Oxy agree to
implement and to cause the implementation of the Program in accordance with good
engineering practices. The scope of the Program shall include, but not be limited to,

6



operational initiatives to increase production and reduce costs. The Program wil not
include the driling of a deep exploration welL.

2.02 Services to be Provided By Oxy and Commitment ofOxy.

(a) Oxy agrees to use its reasonable best efforts to increase production above the
Base Oil Volume over the economic life of the West Wilmington oil field to the greatest
extent feasible using the Program. Oxy's efforts shall be reflected in its design of the
Program, its proposal from time to time of such modifications to the Program as it shall
deem appropriate and its implementation, in conjunction with the City, of the Program as
provided more fully below. Within 90 days of executing this Agreement, Oxy wil
initiate a comprehensive technical evaluation to identify potential development

opportunities.

(b) If the Investment Trigger Date occurs, Oxy also agrees that it wil make a
minimum Development Cost commitment of $50,000,000 to design and implement the
Program. Such cost commitment shall be met in full, with the intent that at least
$40,000,000 wil be spent on wellwork, no later than 2 years after the Investment Trigger
Date. Notwithstanding the foregoing, if the Investment Trigger Date does not occur
within 5 years of the execution of this Agreement, the Parties agree to negotiate in good
faith a reasonable extension and revision of the terms of this Agreement. The minimum
Development Cost commitment shall include such costs that are incurred after the
Effective Date including the comprehensive technical evaluation set forth in Section 2.02
(a). Nothing in this Agreement shall prevent Oxy from commencing development
activities prior to the Investment Trigger Date.

(c) Within 60 days after the end of each Calendar Year, Oxy shall deliver to the
State and the City a report specifying the Development Costs incuned by or on behalf of
Oxy under this Section 2.02 during the preceding Calendar Year. Such costs may include,
without limitation, expenditures for engineering studies and work performed by or on
behalf of Oxy by independent third party contractors or consultants as well as
Development Costs incurred prior to the Investment Trigger Date, such as costs related to
the comprehensive technical evaluation set forth in Section 2.02 (a). Development Costs
that are incurred internally by Oxy or by one of its affiliated companies shall be
accounted for on the basis of actual direct costs (including without limitation salaries,
employee benefits and associated wage burdens such as social security and payroll taxes)
and indirect costs chargeable under the applicable W. Wilmington Agreements as field
supervision and administrative overhead. Development Costs performed by independent
third party contractors or consultants shall be accounted for on the basis of Oxy's actual
direct costs and indirect costs chargeable under the applicable W. Wilmington
Agreements as field supervision and administrative overhead.

(d) The Parties understand and agree that the Program shall include expenditures
for engineering studies, data acquisition and analysis, driling new wells and redriling
existing wells and such other items as described in Section 1.02(t). If Oxy does not
complete initial development activities in the amount of $50,000,000 or greater within 2
years of the Investment Trigger Date, then (i) the State may terminate this Article 2 with
90-day written notice; provided however, such termination shall not take effect if Oxy
proposes a plan to cure the breach that is acceptable to the State, which acceptance shall
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not be umeasonably withheld; or (ii) the Parties may agree to an extension of time in
which Oxy may complete the initial development activities.

( e) After Oxy has met the minimum Development Cost commitment, Oxy wil
continue in good faith to make Section 2.02 (b) expenditures and to propose and

implement, in conjunction with the City, budgets including State Incremental Costs. Oxy
shall submit budgets to the State and the City for review annually. Additionally, Oxy
shall provide the State annually an overview of the previous year's performance,

including a statement of expenditures and revenues.

(f) Oxy shall be relieved of its commitments set forth in this Section if and to the
extent that the expenditure of such funds has been prevented, in whole or in material part,
by strikes, lockouts, fire, war, civil disturbances, acts of God, tenorist attack, federal,
state, county or municipal laws, orders or regulations, inabilty to secure materials,

accidents or other causes beyond the reasonable control of either or all of Oxy, the City
and the State, in which case such commitments shall be deferred and extended for as long
as such circumstances prevent the expenditures; or if the State determines that good cause
exists for the failure to make such expenditures.

(g) The State's sole remedy against Oxy for any failure by Oxy to meet
commitments set forth in Section 2.01 and 2,02 is to terminate this Agreement by giving
90-day written notice, after giving Oxy a reasonable opportunity to cure the failure. Upon
termination pursuant to this Section 2.02 (g), the State shall retain all of the benefits
previously granted the State under this Agreement. Any such termination shall be
effective upon the expiration of the 90-day written notice period. Any termination

pursuant to Section 2.02 (g) shall not be subject to Section 2.14.

2.03 Implementation of the Program. Each Party agrees to do all things and to take all
actions as shall be reasonably necessary, appropriate or convenient to formulate, adopt,
modify and implement the Program in a timely manner. The Parties shall meet and
consult with one another on an informal basis as shall be necessary, appropriate or
convenient, at the request of the State, but no more than quarterly including the annual
review, in connection with the implementation of the Program and the performance of
this Article. At these meetings, Oxy shall provide, among other pertinent matters,
updated presentations of the accounting and engineering aspects of the Program's

implementation. Oxy shall pay a management fee, not to exceed $200,000 per year, for
the costs of the staff of the State Lands Commission incuned in connection. with the
implementation of the Program. The State shall invoice Oxy on a quarterly basis for
these costs and shall provide to Oxy, at Oxy's request, documentation supporting the

charges in the invoices. The management fee shall be charged as an operating expense to
the non-unit and shall be treated for accounting purposes as an Actual Ordinary Cost and
allocated accordingly. The State shall be permitted access to portions of Unit Facilities to
observe sampling, testing, run tickets, gauging, measuring, meter calibrations and the
taking of gravities by and in the presence of the City or Oxy or their representatives in
order to ascertain the quantity, quality or gravity of Unitized Substances produced from
the Unitized Formations.
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2.04 Standard of Care. In any claim, action or proceeding by one or more of the Parties
against any other Party or its directors, officers, employees, agents or independent
contractors arising out of the design, formulation, proposal, adoption, amendment,

supplementation, modification or implementation of the Program, such other Party or

person shall be held to the same standard of care as set forth for the Unit Operator in
Section 7.7 of the Unit Operating Agreements. This Agreement, however, shall not
affect the standard of care or other liability standard set forth in any of the W.
Wilmington Agreements with respect to any conduct to which such W. Wilmington
Agreement applies.

2.05 Profit Share. The State shall grant to Oxy 49% of Incremental Net Profits that may
result from the Pro gram, reserving to the State the remaining 51% of the Incremental Net
Profits. In addition, the State shall grant to the City 2% of Incremental Net Profits
payable from the State's 51% share. Payment to the City of its share of the Incremental
Net Profits shall be made after Oxy has been compensated for its share of the Incremental
Net Profits.

Oxy shall pay the marketing bonus provided for in the second paragraph of Section 18.3
of the Tidelands Parcel and Parcel A Contract for Incremental Oil Volume, which shall
not be used in computing the Incremental Net Profits, when a payment to the State of
Incremental Net Profits becomes due.

2.06 Monthly Accountings. For so long as this Article 2 remains in effect, the City shall
receive total revenue from the applicable W. Wilmington Agreements for any period as
follows: the sum of the State's Base Net Profits, plus 51% of Incremental Net Profits,
minus the State's Abandonment Cost Obligation, minus Extraordinary Costs related to
those events occurring wholly before the Effective Date that are paid after the Base
Cessation Date (such sum shall constitute the "State Allocation"). An accounting of the
State's Base Net Profits, the State's 51 % share of Incremental Net Profits, Development
Costs, the State's Abandonment Cost Obligation, and Extraordinary Costs shall be made
on a monthly basis commencing as of the, Effective Date. The accounting shall be made
by Oxy in addition to the other accountings it performs under the W. Wilmington
Agreements. Each such monthly accounting shall be completed and reported to the State
and the City on or before the last working day of the following month. Each accounting
shall provide sufficient detail to permit the verification of the accounting by the State and
the City.

2.07 Payments from Oxy to City. If any monthly accounting pursuant to Section 2.06
reflects a value greater than zero, Oxy shall pay the City, on or before the 35th day
following the end of the month to which the accounting relates, an amount equal to this
value.

2.08 Payments from City to Oxy. If any monthly accounting pursuant to Section 2.06
reflects a value less than zero, the City shall pay to Oxy, on behalf of the State, on or
before the 35th day following the end of the month to which the accounting relates, an
amount equal to this value. Nothing in this Agreement shall require the City to make any
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payment to Oxy for which the City has no tidelands oil revenue from which to make the
payment, except for payment of the State's Abandonment Cost Obligation.

2.09 No Late Payment Charges. There shall be no late penalties or interest assessed or
payable in respect to any payments required under this Section 2.

2.10 Accounting Disputes.

(a) In order to permit verification of 
the written reports pursuant to Section 2.02 (c) and

the accountings made by Oxy pursuant to Section 2.06, authorized representatives of
the State and the City may, with respect to any such report or accounting, as

applicable, (i) inspect the supporting records of Oxy and (ii) obtain additional
relevant information from Oxy within two years after such report has been delivered
by Oxy. Notwithstanding the foregoing, (A) the two-year time limitation provided
for in this Section shall be extended to five years with respect to any inspection or
inquiry made for the purpose of determining where one or more accounting errors
have been made on a repetitive and recurrent basis and (B) in the event that any
Party formally disputes an accounting pursuant to Section 2.10 (c) and (d) or 2.1 1,
the rights provided for in this Section shall continue with respect to such accounting
for the duration of the dispute.

(b) For purposes of inspections and inquiries under Section 2.1 0 ( a), the authorized
representatives of the State and the City may include accounting, legal and
engineering personnel of or retained by the State or the City. The State or the City
shall give Oxy a notice requesting access for such purpose. The Parties shall agree
upon a reasonable time and place for the inspection to be made. It shall be presumed
to be reasonable if Oxy offers to permit the inspection to be made at the location
where such records are regularly maintained within 10 business days after it receives
the inspection request. For purposes ofthis Section 2.10, the term "inspection" shall
include the right to take notes of, make extracts from and make photocopies of the
accounting records being inspected. Any accounting records made available for
inspection shall be held in confidence and shall not be disclosed to any third party
except in connection with any disputes under Section 2.10 (c) and (d) or 2.11. Oxy
shall not dispose of any accounting records subject to inspection under this Section
2.10 until after the maximum five-year period for inspection has expired.

(c) In the event that the State, the City or Oxy disputes any accounting made under this
Section 2, it shall give written notice to the other Party, specifying with particularity
the errors it alleges in such accounting. Such notice must be given within two years
after the accounting was delivered by Oxy; provided however, that the foregoing
two-year time limitation shall be extended to five years with respect to any dispute
alleging that one or more accounting errors have been made on a repetitive and
recurrent basis. Promptly after such notice has been given, the involved Parties shall
in good faith attempt to resolve the dispute on a fair and equitable basis.

(d) If the Parties are not able to resolve the dispute within 60 days after the initial written
notice has been given under Section 2.10 (c), the dispute shall be submitted to
binding arbitration pursuant to Section 2.1 1.
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2.1 1 Dispute Resolution. Disputes arising under this Aricle 2 shall be resolved by a
general reference conducted in Los Angeles County, California, by a retired judge from
the panel of the Judicial Arbitration & Mediation Services, Inc. ("JAMS"), appointed
pursuant to the provisions of California Code of Civil Procedure Sections 638 et seq. The
Parties intend this general reference agreement to be specifically enforceable. If the
Parties cannot agree upon a member of the JAMS panel, one shall be appointed by the
Presiding Judge of Los Angeles County Superior Court.

2.12 (a) Abandonment Scope. This Agreement shall not in any way affect the
responsibility for abandoning any West Wilmington wells or facilities, which
responsibilty shall remain with the State as set forth in the applicable W. Wilmington
Agreements and under existing law. Notwithstanding anything herein to the contrary,
nothing in this Agreement shall change the State's obligation under the applicable W.
Wilmington Agreements to pay for the abandonment of a well or facility, whether
occurring before or after the Effective Date, if it is required by the Harbor Department.

(b) Allocation of State's Abandonment Costs. This Agreement shall allocate
Abandonment Costs between the State and Oxy as follows:

(i) The State shall bear all of the Abandonment Costs related to wells and facilities
existing as of the Effective Date ("Existing Wells" and "Existing Facilities") and any
facilities that exclusively replace Existing Facilities or that otherwise would have been
built even if the Program had not been implemented ("Replacement Facilities"). The
Existing Wells and Existing Facilties shall be identified on a written inventory to be
provided by Oxy within 60 days of the Effective Date. For purposes of this Section, if
an Existing Well is redriled, it wil no longer be considered an Existing Well after

redril operations have been completed. A redriled well is any well that has had its
original well path intentionally altered for development purposes by driling from a
point within the well casing to a point in the formation rock outside of the original well
casing string(s).

(ii) The State shall bear 51%, and Oxy shall bear 49% of the State's Abandonment
Costs related to any wells or facilties that are not considered Existing Wells, Existing
Facilities or Replacement Facilties, as defined in Section 2.12(b)(i).

(iii) Abandonment Costs are neither Base Costs nor Incremental Costs. The allocations
in subsections (i) and (ii) above are and shall be independent of Base Costs and
Incremental Costs. Notwithstanding the foregoing, the accountings to be made under
Sections 2.06, 2.07 and 2.08 shall be adjusted, as provided therein, to give effect to the
allocation of Abandonment Costs.

(c) Accounting Adjustments for Accessory Agreement Activities Involving Well
Abandonments.

(i) If a well is abandoned, but not replaced, as a result of an Accessory Agreement
Activity, and the well was driled prior to the Effective Date and abandoned before the
Base Cessation Date, the Base Activity Projection Table, attached as Exhibit "B," shall
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be adjusted using the methodology described in Exhibit "B" to reflect the removal of
the abandoned well.

(ii) If a well is abandoned, but not replaced, as a result of an Accessory Agreement
Activity, and the well was either driled after the Effective Date or abandoned after the
Base Cessation Date, the City shall pay to Oxy, on behalf of the State, 49% of the Net
Present Value (NPV) of the State's working interest share of the abandoned well. The
NPV shall be calculated based on the projected oil and gas profit that wil be lost due to
the abandonment of the well, using the net present value calculation methodology set
forth in the applicable Unit Agreements and Exhibit B of the Memorandum of
Understanding Between the City of Long Beach, Department of Oil Properties and the
City of Long Beach, Harbor Department, dated Oct 1, 2004 or any amendments or
successor agreements. The projected production decline used in the NPV calculation
shall be the decline assumptions used for the State's Base Oil Volume projections as set
forth in Exhibit "B".

(iii) If an Accessory Agreement Activity involves a well abandonment where the well is
replaced, the City Harbor Department shall bear all costs related to the well
abandonment as well as replacing the well and associated facilities.

2.13 Termination of the Program. The obligations of the Parties under this Article 2
shall terminate upon the first to occur of the following:

(a) The written agreement of Oxy and the State to terminate such provisions.

(b) Upon 60 days prior written notice from Oxy to the State in the event that Oxy, in
its sole discretion, determines that continuation of the Program is not in the
economic interest of Oxy.

(c) Sixty days after the last day of any full Calendar Year after the Trigger Date for
which there were no Incremental Costs but only if there are no Incremental

Revenues for that Calendar Year and for the immediately preceding Calendar

Year, upon written notice that the State elects to terminate delivered by the State
to Oxy within such 60 day period.

(d) Termination by the State pursuant to Section 2.02(g).

2.14 Effect of Termination.

(a) The termination of this Article 2 shall not affect the rights and liabilties of the
Parties to one another with respect to the performance of this Article 2 during the
period prior to such termination, which rights and liabilties shall survive such
termination. Any such termination shall have no effect on any provisions of this
Agreement other than this Article 2 or on any provisions of any W. Wilmington
Agreement.
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(b) It shall be a condition of termination of this Article 2 by the State pursuant to
Section 2.13 (c) only that the State shall pay to Oxy an amount equal to the
Negative Incremental Net Profits Balance as of the effective date of the
termination and after giving effect to the final accounting pursuant to Section
2.06. Any such payment shall be made within 35 days of the effective date of the
termination, with an adjusted payment, if necessary, made by the appropriate

Party within 30 days after the final accounting.

ARTICLE 3
EXTENSION OF TIDELANDS PARCEL AND PARCEL "A" CONTRACT

3.01 Extension of Tidelands Parcel and Parcel "A" Contract. The term of the Tidelands
Parcel and Parcel "A" Contract shall be extended to the time when oil, gas or other
hydrocarbons from the zones beneath the tide and submerged lands covered by this
contract no longer can be produced in paying quantities. The extension of the Tidelands
Parcel and Parcel A Oil Contract shall be evidenced by an amendment substantially in the
form of Exhibit "D" attached (the "Eleventh Amendment"), with only such changes that
are ministerial in nature or have been approved in writing by Oxy, the City and the State.

ARTICLE 4
ENABLING LEGISLATION

4.01 Enabling Legislation. The legislation attached hereto as Exhibit "E" (the "Enabling
Legislation") adopted by the California Legislature and approved by the Governor of the
State of California authorizes the State to enter into this Agreement. The Enabling
Legislation shall be deemed to be a part of this Agreement and is incorporated by
reference. The Parties agree not to challenge the validity of the Enabling Legislation at
any time, which agreement shall survive any termination of this Agreement pursuant to
any of subsections (a) through (d) of Section 2.13. In the event that the Enabling

Legislation is finally determined by the courts to be void or unconstitutional in any
material respect, which determination has an adverse effect on the rights or obligations of
Oxy provided for or contemplated by this Agreement, Oxy shall have the right to
terminate this Agreement by written notice given to the other Parties within 60 days after
such final determination. Any such termination shall not affect the rights and liabilties of
the Parties to one another with respect to this Agreement during the period prior to such
termination or pursuant to this Section, which rights and liabilties shall survive such
termination.

ARTICLE 5
REPRESENTATIONS AND WARRNTIES

5.01 Representations and Warranties of the State. The State represents and warrants to

Oxy that:

13



(a) It has the power and authority to enter into this Agreement and the Exhibits to be
executed and delivered by it and to perform its obligations under this Agreement and the
Exhibits.

(b) It has taken all action and has secured the consents of all persons necessary to
authorize the execution, delivery and performance of this Agreement and the Exhibits to
be executed and delivered.

(c) This Agreement has been duly executed and delivered by it and constitutes a valid
and binding obligation of it, enforceable against it in accordance with its terms.

(d) Each Exhibit to be executed and delivered by it, when so delivered, wil have been
duly executed and delivered by it and wil constitute a valid and binding obligation of it,

enforceable against it in accordance with its terms.

5.02 Representations and Warranties of the City. The City represents and warrants to
Oxy that:

(a) It has the power and authority to enter into this Agreement and the Exhibits to be
executed by it and to perform its obligations under this Agreement and the Exhibits.

(b) It has taken all action and has secured the consents of all persons necessary to

authorize the execution, delivery and performance of this Agreement and the Exhibits
to be executed and delivered by it.

(c) This Agreement has been duly executed and delivered by it and constitutes a valid
and binding obligation of it, enforceable against it in accordance with its terms.

(d) Each Exhibit to be executed and delivered by it, when so delivered, wil have been
duly executed and delivered by it and wil constitute a valid and binding obligation of
it, enforceable against it in accordance with its terms.

5.03 Representations and Warranties of Oxy. Oxy represents and warrants to the State
and the City that:

(a) It has the corporate power and authority to enter into this Agreement and the Exhibits
to be executed and delivered by it and to perform its obligations under this Agreement
and the Exhibits.

(b) It has taken all action and has secured the consents of all persons necessary to
authorize the execution, delivery and performance of this Agreement and the Exhibits
to be executed and delivered by it.

(c) This Agreement has been duly executed and delivered by it and constitutes a valid
and binding obligation of it, enforceable against it in accordance with its terms.

(d) Each Exhibit to be executed and delivered by it, when so delivered, wil have been
duly executed and delivered by it and wil constitute a valid and binding obligation of
it, enforceable against it in accordance with its terms.
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ARTICLE 6

MISCELLANEOUS PROVISIONS

6.01 Entire Agreement. This Agreement, the Exhibits and the other agreements,

documents and instruments delivered or to be delivered pursuant to or contemplated by
this Agreement, set forth the entire understanding of the Parties with respect to the
subject matter of this Agreement, and may be modified only by a written instrument duly
executed by each Party affected by any such modification. The Exhibits attached to this
Agreement shall be deemed to be a part of this Agreement and are incorporated by this
reference.

6.02 Waivers: Accord and Satisfaction. No breach of any covenant, condition,
agreement, wananty or representation made in this Agreement or in any Exhibit or the
other agreements, documents or instruments delivered pursuant to or contemplated by
this Agreement, shall be deemed waived unless expressly waived in writing by the Party
who might assert such breach. Any such waiver by or on behalf of Oxy shall be effective
only if it is signed by an offcer of Oxy. Any such waiver by or on behalf of the City
shall be effective only if it is signed by the city manager or the acting city manager of the
City. Any such waiver by or on behalf of the State shall be effective only if it is signed
by the executive offcer of the California State Lands Commission. Any such waiver
may be made in advance or after the right waived has arisen or the breach or default
waived has occurred. Any such waiver shall not be deemed to be a waiver of any other
matter, whenever occurring and whether identical, similar or dissimilar to the matter
waived. No receipt or acceptance by any Party of any payment of any amount made
pursuant to the payment obligation set forth in this Agreement which is less than the
amount due shall be deemed to be other than on account of the amount due before such
receipt, acceptance or payment, and no endorsement or statement accompanying or in
respect of any receipt, acceptance or payment shall be deemed an accord and satisfaction.

6.03 Counterparts. This Agreement may be executed in one or more counterparts, all of
which shall be considered one and the' same agreement and each of which shall be
deemed to constitute an originaL.

6.04 Governing Law. This Agreement shall be governed by and construed in accordance
with the laws of the State of California without giving effect to conflicts-of-laws rules
and laws.

6.05 Notices. Any notice or other communication required or permitted to be given
under this Agreement shall be in writing and shall be mailed by registered or certified
mail, postage prepaid, return receipt requested, or delivered by commercial courier
against receipt or in person, as follows:

If to the State:
Executive Offcer
California State Lands Commission
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100 Howe Avenue, Suite 100 South
Sacramento, CA 95825-8202

With a copy to:
Chief, Mineral Resources Management
California State Lands Commission

200 Oceangate, 12th Floor
Long Beach, CA 90802-4331

If to the City:
City Manager
333 W. Ocean Blvd., 13th Floor
Long Beach, CA 90802

With a copy to:
Director, Long Beach Gas and Oil Department
2400 E. Spring Street
Long Beach, CA 90806

If to Oxy:
General Manager
Tidelands Oil Production Company
111 W. Ocean Blvd. #800
Long Beach, CA 90802

With a copy to:
Managing Counsel
Oxy Long Beach, Inc.
111 W. Ocean Blvd # 800
Long Beach, CA 90802

or to such other address as such Patiy shall have furnished in writing in accordance with
the provisions of this Section. Any notice or other communication mailed by registered
or certified mail shall be deemed given at the earlier of the time of its receipt by the
addressee or seven days after the time of mailng. Any notice given in any other fashion
shall be deemed to have been given when actually received by the addressee. Payments
required to be made under Article 2 of this Agreement shall be made by wire transfer of
immediately available funds to the account of the proper Party as such Party shall from
time to time specify by written notice or by such other means as shall be agreed upon
from time to time between the paying and receiving Parties.

6.06 Successors and Assigns. This Agreement shall be binding upon and inure to the
benefit of the Parties and their respective successors, legal representatives and assigns.

Oxy shall be permitted to assign (i) to an affliated company any or all of its respective
rights and obligations under this Agreement and/or (ii) to anyone or more other persons
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Oxy's rights to make or receive up to and including 45% of the remaining payments to
Oxy called for in Article 2 of this Agreement; provided however, that any such

assignment and assumption shall not relieve Oxy from liabilty with respect to any
obligations or payments. Except as provided in the preceding sentence, Oxy shall not be
permitted to assign pledge, hypothecate, encumber or otherwise transfer to any other
person any of its respective obligations under or in respect of Article 2 of this Agreement
without the prior written consent of the State. For purposes of this Section, the sale by
Oxy of any of the stock of a wholly owned subsidiary to which it has made an assignment
pursuant to this Section shall constitute an assignment to another person, requiring the
prior written consent of the State.

6.07 Headings. The headings of the Sections are inserted for convenience of reference
only and are not intended to be a part of, or to affect the meaning or interpretation of, this
Agreement.

6.08 Severability: Waiver of Applicable Laws. If anyone or more of the provisions of
this Agreement shall be held to be invalid, ilegal or unenforceable, the validity, legality
or enforceabilty of the remaining provisions of this Agreement shall not be affected. To
the extent permitted by applicable law, each Party waives any provision of law which
renders any provision of this Agreement invalid, ilegal or unenforceable in any respect.

6.09 Construction. The language in all paiis of this Agreement shall in all cases be
construed according to its fair meaning and not strictly for or against any of the Parties.

6.10 Remedies Cumulative. Except as otherwise specifically provided, the remedies
provided in this Agreement are cumulative with one another and with any other remedies
which any Party may have at law, in equity, under any agreements of any type or
otherwise, and the exercise or failure to exercise any remedy shall not preclude the
exercise of that remedy at another time or of any other remedy at any time.

6.11 Equitable Remedies. In addition to legal remedies to the extent allowed under this
Agreement or by law, in recognition of the fact that remedies at law may not be
suffcient, the Parties shall be entitled to equitable remedies, including without limitation
specific performance and injunction.

6.12 Time of the Essence. Time is of the essence in the performance of this Agreement.

6.13 Attorneys' Fees and Costs. If any litigation, reference or other proceeding between
the Parties is commenced in connection with or related to this Agreement, the losing
party shall pay the costs and expenses of the prevailng party. Each Party shall bear its
own attorneys' fees.

6.14 Relationship of Parties. Nothing set forth in this Agreement shall ever be construed
to create an association, trust or partnership or impose a trust or partnership duty,

obligation or liability on or with regard to anyone or more of the Parties. Nothing herein
grants, conveys, gives, alienates or vests in any Party for any purpose whatsoever any
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title, interest or estate in or to any land whatsoever, or any title, interest or estate in or to
any oil, gas and/or hydrocarbons and/or minerals.

6.15 Fuiiher Assurances. Each Party agrees promptly to execute and deliver such
documents and to do such acts as are requested by another Party and are in the reasonable
judgment of the requesting Paiiy necessary or appropriate to effectuate the purpo~es of
this Agreement.

IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed,
effective as of the day and year first written above.

Dated: ,2012 The State of California
by the State Lands Commission

By:
Cuiiis 1. Fossum
Executive Officer
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£Dated: ~, 2012 CITY OF LONG BEACH,
a municipal corporation,

By:
EXECUTED PURSUANT
TO SECT/ON 301 OF
THE CITY CHARTER.
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Dated:

Dated:

,2012

,2012

TIDELANDS OIL PRODUCTION COMPANY,
a Texas partnership, by its general partners,

OXY TIDELANDS, INC.

By:
Todd Stevens
Vice President

OXY WILMINGTON, LLC

By:
Todd Stevens
Vice President
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Exhibit A
Oil Revenue Calculation

Oil Production Company
Long Beach, California

301 East Ocean Boulevard, Suite 300
P.O. 130x 1330

Long Beach, CalifomJa 90801

Main: 562.436.9918
Fax: 562-495-1950

August 6, 2009

Curs Henderson

Long Belich Gas and Oil Depaiiment
Oil Properties Bureau
211 East Ocea Boulevard
Suite 500
Long Beach, CA 90802

Dear Curts:

RE: Nil1Ui Amendment to the Long Beach Harbor Tidelands Parcel and Parcel "A" Oil
Contract

This letter is to clarfy the Section 18.3 being amended in the abovc-mentioded
Amendment.

The wording is from Section 18.3 in the Eighth Amendment when Paramount Petroleum
Corporation was par owner of'lidelands Oil Production Company. In Januar 2006, . .. .

, 'Paraount Petroleum Corporation sold thei ownership to OXY. ,\.

Therefore, certain references contained in Section 18.3 would pertain to Paramount
Petroleum insteåd ofOXY.

However, Paramount Petroleum Corpora'tioi~ continues to have an anual election option
to acquire all or part of the oil under the Contractor's Agreement and Uie Harbor
Agreement. IfPiiamoiint Petroleum Corporation exercises tlús election, they will
provide a list of purchases and other acquisitons liS set out in Section 18.3.

Also, the use of the term "the Field" peitains to the Midway Sunset Oil Field.

Yours truly,

.~.~ ~. Î~
Karen L. Newitt
Supervisor of Oil anQ Gas Accounting

GENERAL ENorNEERlG AND ELECTRICAL CONTRACTOR
CALIFORNIA STATE LICENSE NUMBER 879336
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. ,

NINTI AMENDMENT TO THE LONG BEACH HARBOR

TIDELANDS PARCEL AND PARCEL "A" OIL CONTRACT

20596
Effecti:ve March 1, 1989, the City of 

Long Beach entered into the Long Beach

Harbor Tidelands Parcel and Parcel "A" Oll Contract CITidelands Con1rncf) with several entiiesi

that comprised the Contractor. As a result of several assignments, the current Contractor is

Tidelands Oil Production Company, a general parnershIp, 75% of 

which is owned by OXY

Tidelands, Inc. and 25% of 
which is owned by OXY Wilmington, LLC. aXY Tidelands' and

OXY Wilmington's perfonnance under the Tidelands Contract is guaranteed by Occldental all

and Gas Holding Corporation. The Tidelands Contract has been amended eight times since its

inception.

Section 18.3 of the Tidelands Contract provides the method for valuing for the

purpose of computing net profits the crude oil that the Contractor is required to tae and account

for. The oU is valued curently by using the daily average of the prices posted in five Califomia

oil fields, the Wilmington, Huntington Beach, Long Beach, Inglewood and Midway Sunset oll

fields, by companies either named or meeting specified qualifications. The number of price

postings in the Wilmington, Huntington Beach, Long Beach and Inglewood oil fields has

decreased signït1cantly. More companies post in the Midway-Sunset oil field, indicating more,

competition in Midway Sunset than in the other fields. In addition, replacing the use of daiy

average posted prices with monthly average posted prices wil1 provide more stability to the

valuation by reducing short term priçe fluctuations.

Therefore, in order to provide for the use of 
the monthly average of the prices

posted in the Midway Sunset oil field by the named companies or companies meeting specified

A:.'l
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qualifications, the City and the Contractor agree to amend Section 18.3 of the Tidelands Contract

to read:

"18.3. All oil shaH be valued, accounted for and paid for at the arithmetic

,averaga.f1les.ted in the Midway Sunset oil fields by Union 76, Chevron,

ExxonMobil Corporation, Shell Trading US and any other person, finn or corporation

operating a refinery in California with a throughput capacity of at least thirt thousand

(30,000) barels per day, for oil of like gravity during the month the oil is ni into the

Contractor's tans and/or pipelines. The value shall be computed to the closest tenth of

each degree of API gravity and the closest tenth of a cent per bareL.

"Lfthe Contrctor or any person, firm or corporation comprising the

Contractor sells, exchanges or otherwise disposes of any ofthè oil taken by it under this

agreement to a third part at a price or oiler consideration that is more than the average

of the prices posted in the Midway Sunset oil field by the posters named above, it shal

add to its next montly payment to the City fifty percent (50%) of the difference between

this Ereater amount and the average of the prices posted in the Midway Sunset oil field by

the posters named above for the oil so sold, exchanged or otherwise disposed of. This

difference shall not be used in computing Net Profits.

"If the Contractor or any person, firm or corporation comprising the

Contrctor sells, exchanges or otherwise disposes of any of the oil taken by it under this

agreement to any person, finl1 or corporation other than a person, firm or corporation

comprising the Contractor, at a price or other consideration that is less than the average of

the prices posted in the Midway Sunset oil field by the posters named above, it shall
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deduct from its monthly payment to 1he City fift percent (50%) ~fthe difference

between ths lesser amount and the average of 
prices posted the Midway Sunet oil field

by the posters named above, for the oil so sold, exchanged or otherwse disposed of. Ths

__ .,.~iffe.!~n.~e. shall not be used in computed Net Profits. In the event that a Net Profits

payment is not due in the following month, these deductions may accumulate and be

deducted when a net profits payment is due.

"Whenever there are not at least two (2) different posters among all the

companies posting in the Midway Sunset oil field, the Contractor, the City and the

Commission may renegotiate this subsection 18.3 to provide another method of valuating

the oil in light of these changed circumstances.

"All agreements made by the Contractor or any person, fmn or

corporation comprising the Contractor for the sale, exchange or other disposition of 

the

oil taken under this agreement shall be in good faith, an's length agreements. Copies of

all such agre~ments shall be furshed to the City when fuel' are made. The agreements

shall reflect the total understanding of the paries, shall show the entire consideration

passing among the parties and their affliates and shaH be unrelated to any other

agreements among the paries and their affiiates, The City or its authorized

representatives shall be permitted at all reasonable times to examine the records of the

Contractor and any person, firm or corporation comprising the Contractor for the purose

of verifyng that the agreement is a good faith, ar's length agreement and fu1l)' discloses

the understanding of and consideration passing among the parties and iheir afliates.

Notwithstanding any other provision of this agreement, the failure of the Contractor or

any person, fmn or corporation comprising the Contractor to disclose fully to the City all
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delivery for not less than twelve (l2) consecutive mont!s and in effect in the month in

which the election to take all of the oil is made or (0) the arithetical average of 
the

prices posted in the Midway Sunset oil fields by Union 76, Chevron, Exxon Mobil

Corporation, Shell Trading US and any other person, finn or corporation operating a

refinery in California with a throughput capacity of at least thirty thousand (30,000)

barels per day, for oil like gravity during the month the oil is nin into the Contractor's

taks and/or pipelines, (a) and (b) shall be referred to as the City sales and (c) shall be

referred to as the Midway Sunset field average. The value of 
the oil shall be computed to

the closest tenth of each degree of API gravity and the closest tenth of a cent per barreL.

The Contractor, however, shall pay to th~ City a price for the oil equal to the value of 
the

City sales less (50%) of the difference between the value of 
the City sales and the

Midway Sunset field average or the Midway Sunset field average, whichever is higher.

This difference, if any, shall not be used in computing Net Profits.

"All assigned oil shall be taen in the maner prescribed in the provision

of the applicable Unit Agreement and/or Unit Operating Agreement!'

This Ninth Amendment shall be effective July 1,2008.
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Ths Ninth Amendment may be executed in counterpar copies, and each executed

counterpar copy shall have the same force and effect !lS an original and shall be enforceable to

the same extent as if all paries had executed the same.

Dated:. t (G lÓfl

~'R~ r'P 'l ~ .
~- lp ~-f 2o_.t2f ß A ·

Î:më&i~~. By '~~J
~1 ~Ä1 tÆT' art l-TìRNEY

THE CITY OF LONG BEACH, a municipal corporation

sis1anf City Manager

EXUT pURS
TO SEOTON M1 OF
THe anY Cl

Dated: c' (5'101 OXY TIDELANDS, INC" a Delaware corporntLon

B~
Dated: '2 (t:/oq OXY WILMINGTON, LtC, ci Delaware limited liabilty company

~
Dated:

'6 ( :;101 OCCIDENTAL OIL AND GAS HOLDING CORPORATION,
a Delaware corporation

BYC~
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This Ninth Amendment to the Long Beach Harbor Tidelands Parcel and Parcel 'W' Oil

Contract was approved by the California State Lads Commission at its meeting of

December 3 i 12008.

lJtu~
EXECUTIVE OFFICER

"~ated~ - , o/iVó' i

,.r

..... ,
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Exhibit B
Base Volumes and Base Well Count

Section 1

Introduction

l.l Purpose. The purpose of this Exhibit B is to provide the methods, foimulae and

procedures to calculate the Base Volumes and Base Well Count, collectively referred to
as the Base Activity Set, for purposes of Section 1.02 and Exhibit C of this Agreement.

l,2 Definitions. Unless defined herein, all initially capitalized terms shall have the
meaning set fOiih in the Agreement.

(a) Base Oil Volume is the State's working interest (WI) share of total oil production,
repoiied in either banels or average barrels per day, for the relevant period that
theoretically would have been realized if the Program were not implemented.

(b) Base Water Volume is the State's WI share of total water production, repoiied in
either barrels or average barrels per day, for the relevant period that theoretically
would have been realized if the Program were not implemented.

(c) Base Gross Volume is the State's WI share of total fluids production (oil and
water), reported in either baáels or average barrels per day, for the relevant

period that theoretically would have been realized if the Program were not
implemented.

(d) Base Injection Volume is the State's WI share of total water injection, reported in
either barrels or average barrels per day, for the relevant period that theoretically
would have been realized if the Program were not implemented.

(e) Base Volume means one or more of the following volume-related parameters,
depending on the context: Base Oil Volume, Base W ater Volume, Base Gross
Volume, and Base Injection Volume.

(f) Base Well Count is the State's WI share of the average total active well count for
the relevant period that theoretically would have been realized if the Program
were not implemented.

(g) Base Activity Set is the following set of parameters for a given time period: Base
Oil Volume, Base Water Volume, Base Gross Volume, Base Injection Volume,
and Base Well Count.

(h) Total Actual Oil Volume is the total (100% WI) oil production, repoiied in either
banels or average barrels per day, that was actually realized for the relevant
period.

(i) Total Actual Water Volume is the total (100% WI) water production, repoiied in
either banels or average barrels per day, that was actually realized for the relevant
period.

U) Total Actual Gross Volume is the total (100% WI) fluids production (oil and
water), repoiied in either barrels or average barrels per day, that was actually

realized for the relevant period.
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(k) Total Actual Injection Volume is the total (100% WI) water injection, reported in
either barrels or average barrels per day, that was actually realized for the relevant
period.

(1) Total Actual Volume means one or more of the following volume-related
parameters, depending on the context: Total Actual Oil Volume, Total Actual
Water Volume, Total Actual Gross Volume, and Total Actual Injection Volume.

(m) Total Actual Well Count is the average total (lOO% WI) active well count that
was actually realized during the relevant period.

(n) Existing Wells means all producers (Existing Producers) and injectors (Existing
Injectors) that existed as of the Effective Date.

Section 2

Technical Basis for Base Activity Set Projection

2.1 Background. The Base Oil Volume and other Base Activity Set parameter
projections are intended to reflect the future performance of Existing Wells in the
absence of the Program. The Program wil include a variety of development activities
that wil result in new production and injection from new development wells as well as
Existing Wells. An approach based on standard industry practices was employed to
estimate the future values for these parameters.

2,2 Assumptions. The Base Activity Set parameter projections are based on the
following assumptions:

· Existing Wells wil be operated in a "status quo" manner. They wil be
maintained and repaired based on economic viability.

· No new wells wil be driled.
· No major investment wellwork wil be perfOlmed with the intent to increase

production and overall oil recovery.
· No significant changes in injection rate wil occur,
· No significant opportunities relating to water injection management wil be

identified or implemented.
· Wells that experience mechanical failure wil not be redriled.
· Field value is maximized by shutting wells in when they reach a WOR of lOO.

Although an optimum WOR cutoff threshold theoretically varies with oil price,
adjusting the WOR cutoff for price results in minimal value benefit in practice.

2.3 Initial Base Activity Set Projection Table. The Initial Base Activity Set Projection
Table is provided in Attachment 1 of this Exhibit. The projection was based on the
following technical approach:

(a) WOR versus cumulative oil extrapolation was used for producers located in
active waterflood areas where suffcient historic production data was

available. This was the most widely used technique for oil rate projections.
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(b) Hyperbolic oil decline (b factor = 0.5) was used for producers located in
active waterflood areas where insuffcient historic production data was
available. This is consistent with historic reservoir performance in active

waterflood areas.
(c) Exponential oil decline was used for poor quality producers that were retumed

to production in the 2001 to 2006 timeframe as a result of the improved oil
price environment compared to earlier years.

(d) Constant gross rates were estimated for all producers.
(e) Wells were estimated to mechanically fail at a rate of 1.8% per year, based on

a field-wide study of mechanical failure rate.
(t) A WOR cut-off of 100 was used to approximate the economic limit for

operating individual wells.
(g) A constant rate factor was applied to each activity parameter projection

derived from (a) through (t) above to "snap-fit" the projection to the cuiTent
level experienced on the Effective Date. This was necessary to account for
Existing Wells that were not captured in the estimations made in (a) through
(t).

(h) The activity parameter projections derived in (g) above were adjusted upwards
by applying a factor of 1.05 (except 1.00 for the well count parameter) to

account for potential increases in production related to the 20 II to 20 i 3
replacement well program funded under the Nineteenth Accessory

Agreement. The activity parameter projections from this section (h) are
provided in Attachment 1 of this Exhibit.

Section 3

Adjustments for Well Abandonments

3.l Background. The Initial Base Activity Set Projection Table described in Section 2 is
based on the assumption that each Existing Producer wil remain on production until such
time that the well either fails mechanically or is shut in at its economic limit. If an
Existing Producer is abandoned, but not replaced, as a result of work required under the
Nineteenth Accessory Agreement, and the abandonment occurred before the Base
Cessation Date, the Base Activity Set Projection Table shall be adjusted to reflect the
removal of the abandoned welL.

3.2 Adiustment Procedure. Abandonment-related adjustments shall be made by
subtracting projected values from the Base Activity Set Projection Table that reflect the
contribution to field performance that would have been realized if the well abandonment
was not done. The adjustment procedure is outlined in Section 3.2(a) through 3.2 (h)
below. An example adjustment calculation is provided in Attachment 2.

(a) Base Oil Volume Reduction. The Base Oil Volume shall be reduced by projected
values obtained by multiplying the appropriate factors for each forecast year as provided
in the Normalized Oil Rate Profie Tables (Attachment 3A to 3E) by the most recent and
representative Total Actual Oil Volume from the well. Each profie in the Normalized

B-3



Oil Rate Profie Table reflects the decline of a typical producer well in the respective
Fault Block. The Base Oil Volume reduction shall cover the time period defined in
Section 3.2(f) below.

(b) Base Gross Volume Reduction. The Base Gross Volume shall be reduced by a
constant rate obtained by multiplying the most recent and representative Total Actual
Gross Volume from the well by the State's Fault Block Equity Factor, as defined in
Section 3.2(g) below. The Base Gross Volume reduction shall cover the time period
defined in Section 3.2(f) below.

(c) Base Water Volume Reduction. The Base Water Volume shall be reduced by an
amount equal to the difference between the Base Gross Volume reduction, per Section
3.2(b), and the Base Oil Volume reduction, per Section 3.2(a), for each calendar year
quarter that a reduction is made for these parameters.

(d) Base Injection Volume Reduction. The Base Injection Volume shall be reduced by an
amount obtained by multiplying the Base Gross V olurie reduction, per Section 3.2(b), by
l.05 for each calendar year quai1er that a reduction is made to the Base Gross Volume.

( e) Base Well Count Reduction. The Base Well Count shall be reduced by the equity
share fraction as defined in Section 3.2(g) below. The Base Active Well Count reduction
shall cover the time period defined in Section 3.2(f) below.

(f) Time Period for Base Activity Set Reductions. Base Activity Set parameter
reductions wil begin in the first calendar quai1er that is impacted by shutting in the well
for abandonment purposes. A WOR limit of lOO shall be used to define the ending
calendar quarter for the Base Activity Set parameter reductions. This quai1er shall be
defined as the first quai1er in the year after the WOR of the abandoned well would have
reached 100 if the well were not abandoned. The annual WOR values related to the
abandoned well shall be calculated by dividing the Base Water Volume reduction, per
Section 3.2(c), by the Base Oil Volume reduction, per Section 3.2(a), for each year.

(g) State's Equity Factor. The State's Equity Factor for each Fault Block is provided in
the table below. Equity Factor has the same meaning as working interest and may also be
refel1ed to as Equity Share.

State Equity Factors

Fault Block Equity Factor

1 0.0%
2 10.0%
3 17.7%
4 55.1%

5 Unit 72.9%
5 & 6 Nonunit 100.0%
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(h) Revised Table. Oxy shall adjust the Base Activity Set Projection Table to reflect all
adjustments outlined in this Section 3. The revised table shall be submitted within 30
days of the well abandonment date and shall be titled "Base Activity Set Projection
Table, Revised mmldd/yy".

Section 4

Adjustments for Temporary Well Shut-ins

4.1 Background. The Initial Base Activity Set Projection Table does not contemplate
temporary well shut-ins related to Accessory Agreement Activities. In the event that an
Accessory Agreement Activity requires a well (either Existing Well or a new well driled
after the effective date) to be temporarily shut-in, the Base Activity Set Projection Table
shall be adjusted on a monthly basis to reflect the temporary loss of production related to
the well.

4.2 Adiustment Procedure. Adjustments related to the temporary shut-in of a well shall
be made by reducing the parameters in the Base Activity Set Projection Table to reflect
the loss of production related to the welL. The parameter reductions shall be consistent
with the table below.

Activity Set Adjustment for Shut-in Wells

Activity Set Parameter Reduction Amount
to be Reduced

Base Well Count Equity factor as fraction of one well

Base Oil Volume (Equity Factor) x (Shut-in Total Actual Oi Volume)
Base Water Volume (Equity Factor) x (Shut-in Total Actual Water Volume)
Base Gross Volume (Equity Factor) x (Shut-in Total Actual Gross Volume)
Base Injection Volume 1.05 x (Equity Factor) x (Shut-in Total Actual Gross Volume)

For a shut-in producer well, the Total Actual Volumes shall represent the most recent and
representative well tests for the well. For a shut-in injection well, the Total Actual

Volumes shall represent lost production response, if any, from nearby producer response
wells. The activity set reduction shall be made for each calendar year quarter that is
impacted by the shut-in well. If the well is not shut-in for the entire calendar quaiier, the
reduction shall be adjusted to reflect the actual number of days the well was shut in for
the quarter.
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Section 5

Determination of Base Activity Sets for Monthly Accounting

The Base Activity Sets for monthly accounting as required in Section l.02 and Exhibit C
shall be derived using the most recent Base Activity Set Projection Table and appropriate
adjustments as described in this Exhibit B. The Base Activity Set for the relevant month
shall be selected from the Base Activity Set Projection Table based on the conesponding
calendar quaiter. The Base Volume parameter values from the Base Activity Set
Projection Table, repoited in barrels per day, shall be multiplied by the conesponding
number of days in the relevant month to determine the total banels for each parameter for
the relevant month.
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Attachment 1

Initial Base Activity Set Projection Table
By Quarter for Wells Completed Prior to the Contract Effective Date

Calendar Quarter ----- Activity Set Parameters ----

Beginning Ending
10il 2Water 3Gross 41njection 5Well Count

bId bId bId bId #

2010.00 2010.25 - - - - -
2010.25 2010.50 - - - - -
2010.50 2010.75 - - - - -
2010.75 2011.00 - - - - -
2011.00 2011.25 - - - - -
2011.25 2011.50 - - - - -
2011.50 2011.75 - - - - -
2011.75 2012.00 - - - - -
2012,00 2012.25 - - - - -
2012.25 2012.50 3,566 149,074 152,640 152,845 339
2012.50 2012.75 3,468 147,498 150,966 151,161 335
2012,75 2013.00 3,424 146,611 150,035 150,224 333
2013.00 2013.25 3,379 145,724 149,103 149,287 331
2013.25 2013.50 3,334 144,837 148,171 148,349 329
2013,50 2013.75 3,246 142,860 146,105 146,270 325
2013.75 2014.00 3,202 141,769 144,971 145,128 324
2014,00 2014.25 3,159 140,678 143,837 143,986 322
2014,25 2014.50 3,116 139,587 142,702 142,844 320
2014,50 2014.75 3,034 137,530 140,564 140,692 316
2014.75 2015.00 2,995 136,564 139,560 139,682 314
2015.00 2015.25 2,957 135,599 138,556 138,671 312
2015.25 2015.50 2,919 134,633 137,552 137,661 310
2015.50 2015.75 2,846 132,928 135,774 135,874 306
2015.75 2016.00 2,813 132,188 135,000 135,097 304
2016.00 2016,25 2,779 131,448 134,227 134,319 302
2016,25 2016.50 2,745 130,708 133,453 133,542 301
2016,50 2016,75 2,657 ,127,003 129,660 129,720 295
2016,75 2017.00 2,603 124,037 126,640 126,675 291
2017.00 2017.25 2,549 121,072 123,620 123,631 287
2017.25 2017.50 2,495 118,106 120,601 120,586 282
2017.50 2017.75 2,411 114,115 116,526 116,480 276
2017.75 2018.00 2,382 113,089 115,471 115,419 273
2018.00 2018,25 2,353 112,063 114,416 114,358 271
2018.25 2018.50 2,324 111,037 113,361 113,297 268
2018.50 2018,75 2,265 108,736 111,001 110,923 263
2018,75 2019,00 2,235 1 07,462 109,696 109,610 260

1 Base Oil Volume

2 Base Water Volume

3 Base Gross Volume

4 Base Injection Volume

5 Base Well Count
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Attachment 1 Continued

Calendar Quarter Activity Set Parameters ---

Beginning Ending
10il 2Water 3Gross 41njection ~eii Count

bId bId bId bId #
2019.00 2019.25 2,205 106,187 108,392 108,298 257
2019,25 2019.50 2,175 104,912 107,087 106,985 255
2019.50 2019.75 2,124 1 03, 115 105,238 105,133 250
2019.75 2020.00 2,102 102,591 104,694 104,594 248
2020.00 2020.25 2,081 102,068 104,149 104,055 246
2020.25 2020.50 2,059 101,545 103,605 103,517 245
2020,50 2020.75 2,021 100,596 102,617 102,535 242
2020,75 2021.00 2,003 100,170 102,174 102,092 241
2021,00 2021.25 1,986 99,744 101,731 101,649 239
2021,25 2021.50 1,969 99,319 101,287 101,206 238
2021,50 2021.75 1,934 98,466 100,400 100,320 236
2021.75 2022.00 1,917 98,039 99,956 99,876 235
2022.00 2022.25 1,900 97,612 99,512 99,432 234
2022.25 2022,50 1,882 97,186 99,068 98,989 233
2022.50 2022.75 1,849 96,331 98,180 98,101 230
2022,75 2023.00 1,833 95,903 97,736 97,658 229
2023.00 2023.25 1,816 95,476 97,292 97,214 228
2023,25 2023.50 1,800 95,048 96,848 96,770 227
2023.50 2023.75 1,767 94,158 95,925 95,848 224
2023.75 2024.00 1,750 93,696 95,446 95,369 223
2024.00 2024.25 1,733 93,234 94,968 94,891 222
2024.25 2024.50 1,716 92,773 94,489 94,412 221
2024.50 2024.75 1,686 91,881 93,567 93,491 218
2024.75 2025.00 1,672 91,452 93,124 93,08 217
2025.00 2025,25 1,658 91,022 92,680 92,605 216
2025.25 2025,50 1,644 90,593 92,237 92,162 215
2025.50 2025.75 1,616 89,680 91,296 91,222 213
2025.75 2026.00 1,602 8.9,197 90,799 90,725 211
2026,00 2026.25 1,588 88,714 90,301 90,228 210
2026,25 2026.50 1,574 88,231 89,804 89,730 209
2026.50 2026.75 1,546 87,287 88,833 88,759 206
2026.75 2027,00 1,532 86,826 88,358 88,285 205
2027.00 2027,25 1,519 86,365 87,884 87,811 204
2027.25 2027.50 1,506 85,905 87,410 87,337 202
2027.50 2027,75 1 ,463 83,552 85,015 84,928 197
2027.75 2028,00 1,434 81,659 83,093 82,993 192
2028.00 2028,25 1,405 79,767 81,172 81,057 188
2028.25 2028.50 1,376 77,875 79,251 79,121 184
2028.50 2028.75 1,337 75,595 76,932 76,789 178
2028.75 2029.00 1,326 75,208 76,534 76,393 177

1 Base Oil Volume

2 Base Water Volume

3 Base Gross Volume

4 Base Injection Volume

5 Base Well Count
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Attachment 1 Continued

Calendar Quarter Activity Set Parameters

Beginning Ending
10il 2Water 3Gross 41njection ~ell Count
bId bId bId bId #

2029.00 2029.25 1,315 74,821 76,136 75,996 176
2029.25 2029,50 1,305 74,434 75,738 75,599 175
2029,50 2029,75 1,272 72,306 73,578 73,428 172
2029.75 2030,00 1,251 70,565 71,815 71,653 169
2030.00 2030.25 1,229 68,824 70,053 69,878 167
2030.25 2030,50 1,208 67,083 68,290 68,104 164
2030.50 2030,75 1,176 64,937 66,113 65,915 161
2030.75 2031.00 1,166 64,532 65,698 65,501 160
2031.00 2031,25 1,155 64,128 65,283 65,087 158
2031.25 2031.50 1,145 63,723 64,868 64,673 157
2031.50 2031,75 1,123 62,818 63,941 63,752 155
2031.75 2032.00 1,111 62,319 63,430 63,245 153
2032.00 2032.25 1,100 61,819 62,919 62,738 152
2032.25 2032.50 1,088 61,319 62,407 62,231 151
2032,50 2032.75 1,068 60,434 61,502 61,332 148
2032.75 2033.00 1,059 60,049 61,109 60,939 147
2033.00 2033.25 1,050 59,665 60,715 60,547 146
2033.25 2033.50 1,041 59,280 60,321 60,154 145
2033,50 2033.75 1,020 58,228 59,249 59,081 143
2033.75 2034.00 1,008 57,561 58,570 58,401 141
2034.00 2034.25 996 56,895 57,891 57,720 140
2034,25 2034.50 984 56,228 57,12 57,040 138
2034.50 2034.75 959 54,809 55,767 55,591 134
2034.75 2035.00 946 54,056 55,002 54,824 132
2035.00 2035.25 933 53,304 54,237 54,056 130
2035,25 2035.50 920 52,551 53,472 53,288 128
2035.50 2035.75 897 51,250 52,147 51,960 125
2035,75 2036.00 886 50,701 51,587 51,400 124
2036,00 2036.25 875 50,151 51,027 50,840 123
2036,25 2036,50 865 49,602 50,467 50,279 122
2036,50 2036.75 846 48,691 49,537 49,351 120
2036.75 2037.00 839 48,329 49,168 48,983 119
2037,00 2037.25 831 47,967 48,798 48,614 118
2037,25 2037.50 824 47,605 48,428 48,246 117
2037,50 2037.75 808 46,880 47,689 47,509 115
2037,75 2038.00 801 46,518 47,318 47,141 114
2038.00 2038.25 793 46,156 46,948 46,772 113
2038.25 2038.50 785 45,793 46,578 46,404 113
2038.50 2038.75 770 45,069 45,838 45,666 111
2038,75 2039.00 762 44,706 45,468 45,298 110

1 Base Oil Volume

2 Base Water Volume

3 Base Gross Volume

4 Base Injection Volume

5 Base Well Count
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Attachment 1 Continued

Calendar Quarter ------------- Activity Set Parameters -------------

Beginning Ending
10il 2Water 3Gross 41 nje ction 5Well Count

bId bId bId bId #
2039.00 2039.25 754 44,344 45,098 44,929 109
2039.25 2039.50 747 43,981 44,728 44.561 108
2039,50 2039.75 731 43,256 43,988 43,823 106
2039.75 2040.00 723 42,894 43,617 43,454 105
2040.00 2040.25 716 42,531 43,247 43,085 104
2040.25 2040.50 708 42,169 42,876 42,716 103
2040.50 2040.75 693 41 ,443 42,136 41,979 102
2040.75 2041.00 686 41 ,080 41,767 41.611 101

2041.00 2041.25 679 40,717 41,397 41,243 100
2041.25 2041.50 673 40.354 41,027 40.874 99
2041.50 2041.75 659 39,629 40,287 40,138 97
2041.75 2042.00 651 39,266 39,917 39,769 96
2042.00 2042.25 644 38,903 39,547 39,400 95
2042.25 2042.50 637 38,540 39,177 39,032 94
2042.50 2042.75 610 36,634 37,244 37,090 90
2042.75 2043.00 591 35,091 35.681 35,518 86
2043.00 2043.25 571 33,547 34,118 33,945 82
2043.25 2043.50 551 32.004 32.556 32,372 79
2043.50 2043.75 513 29,295 29.808 29,607 73
2043.75 2044.00 495 28,128 28,623 28,416 71
2044.00 2044.25 477 26,962 27,439 27,224 69
2044.25 2044,50 458 25,796 26,254 26,032 67
2044.50 2044.75 435 24,365 24,800 24,574 65
2044.75 2045.00 430 24,101 24,530 24.307 64
2045.00 2045.25 424 23,836 24,261 24,040 63
2045.25 2045.50 419 23,572 23,991 23.773 63
2045.50 2045.75 409 23,054 23,463 23,250 61
2045.75 2046.00 404 22,799 23,203 22.993 60
2046.00 2046,25 399 22,545 22,944 22.736 60
2046.25 2046.50 394 22,291 22.685 22,480 59
2046.50 2046,75 384 21,783 22,166 21,966 58
2046.75 2047,00 379 21,528 21,907 21,710 57
2047.00 2047.25 374 21,274 21,647 21,453 56
2047.25 2047,50 369 21',020 21,388 21,196 55
2047.50 2047,75 358 20,511 20,869 20,683 54
2047.75 2048.00 353 20,257 20,610 20,426 53
2048.00 2048.25 348 20,003 20.351 20,169 53
2048.25 2048.50 343 19,748 20,091 19,912 52
2048.50 2048.75 333 19,240 19.572 19,399 50
2048.75 2049.00 328 18,985 19,313 19,143 50
2049,00 2049.25 324 18,731 19,054 18,886 49
2049.25 2049.50 319 18,476 18,795 18,630 48
2049.50 2049.75 306 17,607 17.913 17,749 46
2049.75 2050,00 298 16,992 17,289 17, 125 45
2050.00 6End of Life 289 16,377 16,666 16,501 43

1 Base Oil Volume

2 Base Water Volume

3 Base Gross Volume

4 Base Injection Volume

5 Base Well Count

6 Base ActiiAty Set Parameters to be held constant from 2050 to End of Life
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Exhibit C
Base Ordinary Costs

Section 1

Introduction

l.l Purpose. The purpose of this Exhibit C is to provide the methods, foimulae and

procedures to calculate Base Ordinary Costs.

1,2 Definition. Base Ordinary Costs are the State's working interest share of the
theoretical ordinary costs that would have been incun'ed by the State if the Program were
not implemented. Ordinary costs include all costs other than (1) Development Costs, (2)
Extraordinary Costs, (3) Abandonment Costs, and (4) costs related to Accessory
Agreement Activities.

Section 2

Methodology

2. i Background, An evaluation of historic operating costs indicates there are five
principal cost drivers (or activity levels) that influence overall oil production operating
costs. These cost drivers are (1) produced oil volume (2) produced water volume, (3)
produced gross volume, (4) injected water volume, and (5) number of active wells. The
relationship of the cost drivers and operating costs foims the basis for estimating the Base
Ordinary Costs.

2.2 Procedure. The procedure to be used for deteimining Base Ordinary Costs for an

accounting period is as follows:

A. Actual Ordinary Costs for the accounting period, as defined in Section l,02 (m), shall
be segregated into five cost categories based on common cost drivers, as described in
Table 1 below.

Table 1

Cost Category Cost Driver/Activity Parameter Cost Components

1. Oil-related Costs Produced Oil Volume Oil shipping, legal, taxes

2. Water-related Costs Produced Water Volume Waste water disposal

3. Gross-related Costs Produced Gross Volume Routine well work (including lift
electricity), dehydration, power oil
systems / gas compression

4. Injection-related Costs Injected Water Volume Water purchases
5, Well-related Costs No. of Active Wells Insurance, pipelines, W.O.G. meter

stations, roads and fences, construction
and maintenance yard. change rooms,
production yard, material reclamation,
maintenance shop, operating supplies,
lease cleanup. well service tools and
supplies.
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The ordinary "Cost Component" values wil be calculated in accordance with the
methods of allocation provided in the Unit Agreements. In the event that an ordinary cost
is not specified in the Table 1 "Cost Components" column, the cost will be assigned to
the "gross-related costs" category. Field supervision, electricity, and administrative
overhead costs shall be included in the appropriate "Cost Component" item, consistent
with the cost allocation methods outlined in the Unit Agreements. For example, the
"dehydration" cost component wil include electricity, field supervision, and
administrative overhead costs, as well as other costs related to operating the dehydration
facilities.

.j¡:,'j_ 'í'f

B. Cost driver activity sets for base and actual costs wil be determined for the
accounting period. These are referred to as the Base Activity Set and Actual Activity
Set. Each Activity Set includes values for the following five activity parameters:
produced oil volume, produced water volume, produced gross volume, injected water
volume, and number of active wells.

The Base Activity Set is derived in Exhibit B and represents the theoretical performance
that would have been realized for the State's working interest share of W. Wilmington
operations if the Program were not implemented. The Actual Activity Set is determined
by calculating the State's working interest share of the W. Wilmington actual value for
each activity parameter, based on the applicable W. Wilmington Agreements.

C. Base Ordinary Costs shall be calculated for the accounting period as provided in
Table 2 below. The Base Activity Set is represented by items a through e in Table 2.
The Actual Activity Set is represented by items f through j in Table 2. The Actual
Ordinary Costs for each cost category are represented by k through 0 in Table 2. The
Base Ordinary Costs are equal to the sum of the following:

1. Lesser of ( ( a I f) * k J or k, plus;
2. Lesser of ( ( big) * 1 J or l, plus;
3. Lesser of ( ( c I h) * in J or m, plus;
4. Lesser of (( d Ii) * n J or n, plus;

5. Lesser of ( ( e / j ) * 0 J or o.
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Table 2

Base Actual

Cost Driver/Activity Parameter
Produced Oil Volume bbls a f

Produced Water Volume bbls b 9
Produced Gross Volume bbls c h

Injected Water Volume bbls d i

No. of Active Wells # e j

Ordinary Costs Lesser of:

Oil-related $ (a/f)*k or k k

Water-related $ (b/g)*1 or i I

Gross-related $ (c/h)*m or m m

Injection-related $ (d/i)*n or n n

Well-related $ (e/j)*o or 0 0
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Exhibit D

Eleventh Amendment to Long Beach Harbor
Tidelands Parcel and Parcel "A"

Oil Contract

This Eleventh Amendment to the Long Beach Harbor Tidelands Parcel and Parcel "A"
Oil Contract ("Eleventh Amendment") is made and entered into by and between the City
of Long Beach, a municipal corporation ("City") and Tidelands Oil Production Company,
a Texas general partnership, by it paiiners, OXY Wilmington, LLC, a Delaware
corporation and OXY Tidelands, Inc., a Delaware corporation ("Contractor").

RECITALS

A. Effective March l, 1989, the City entered into the Long Beach Harbor Tidelands
Parcel and Parcel "A" Oil Contract ("Contract") with several entities that comprised
the Contractor. Through a series of assignments, the CUTIent Contractor is Tidelands
Oil Production Company, which is owned by OXY Wilmington, LLC and OXY
Tidelands, Inc.

B. Acting pursuant to Chapter 1 l63 of the Statutes of 1991 (AB 2249), the City and the
Contractor, with the approval of the CalifolTia State Lands Commission (State),
extended the teim of the Contract to March l, 2024, so that it would have a total term
of thirty-five (35) years.

C. Chapter 446 of the Statutes of 2008 (AB 2l65) authorized a fuiiher extension of the
Contract to the time when oil, gas, or other hydrocarbons from the zones beneath the
tide and submerged lands covered by the Contract no longer can be produced in
paying quantities.

D. AB 2165 made the fuiiher extension pf the term of the Contract contingent upon the
City, the State and the Contractor entering into an agreement that provides financial
incentives for the Contractor to explore for and develop additional oil reserves
beneath the tidelands and submerged lands covered by the Contract.

E. Concurrent with the execution of this Eleventh Amendment, the City, the State and
the Contractor will be executing the Agreement for Implementation of an Optimized
Waterflood Program for the West Wilmington Oil Field ("OWPA").

NOW, THEREFORE, in consideration of the mutual promises set foiih herein, it is
agreed as follows:

D-l



Exhibit D

l. Section 4 of the Contract (Tenn- Termination) shall be replaced in its entirety to read as
follows:

"Section 4. Term. The term of this agreement shall be for the period beginning
March l, 1989 and ending when oil, gas or other hydrocarbons from the zones
beneath the tide and submerged lands covered by this agreement no longer can be
produced in paying quantities.

2. This Eleventh Amendment shall be effective on the effective date of the OWP A which
is

3. Except as expressly set forth herein, all of the terms and conditions of the Contract
shall remain in full force and effect.

IN WITNESS WHEREOF, the Paiiies hereto have caused this Eleventh Amendment to
be duly executed as of the day and year first above written,

Dated: ,20l2 THE STATE OF CALIFORNIA
by the State Lands Commission

By:
Cuiiis L. Fossum
Executive Officer
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Dated: ,20l2 CITY OF LONG BEACH,
a municipal corporation,

By:
Patrick H. West
City Manager

D-3

Exhibit D



Dated:

Dated:

Exhibit D

TIDELANDS OIL PRODUCTION COMPANY,
a Texas partnership, by its general partners,

,20l2 OXY TIDELANDS, INC.

By:
Todd Stevens
Vice President

,20l2 OXY WILMINGTON, LLC

By:
Todd Stevens
Vice President
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