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May 30, 2005

As per our telephone conversation 5-19-05 I do hereby grant Noble
Energy permission, as an invitee, to perform remediation of my
property at 1831 Mobile Hobbs, New Mexico. Please note that the
trailer has been removed but part of the fence and posts remain. If
they need to be removed, please feel free to remove or destroy
them without cost or obligation to Noble Energy. Remediation can
begin on or after August 1, 2005 at your convenience.

Feel free to contact me at 393-4057 or 390-2131 for questions,
comments, or concerns.

Sincerely,

S 4 é}%m
Gary Johnson

1500 Tasker
Hobbs, NM

cc: Chris Williams
NMOCD

1625 North French Drive
Hobbs, NM 88240
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Tel: 281.874.6781
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www.noblieenergyinc.com
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September 16, 2004 Oil Conservation Division

Environmental Bureau
Bill Olson
New Mexico Energy, Minerals and Natural Resources Department
Oil Conservation Division
P. O. Box 6429
Sante Fe, NM 87504-6429

RE: Case No. 1R0167
Remediation Work Plan
Gary Johnson Property
Hobbs, New Mexico

Dear Mr. Oison

Enclosed please find the Remediation Work Plan for the property currently owned by Gary
Johnson and formerly known as the Moon A Tank Battery (“Moon Tank Battery”). Noble
Energy, Inc. (“Noble”) constructed the remediation work plan.

As discussed in the Phase Il Environmental Site Assessment (ESA) report dated
March 26, 2004, confirmation sample results of delineation of the extent of petroleum
contamination in the near surface soils in certain areas of the former Moon A Tank
Battery location exceeded the New Mexico Oil Conservation Division (‘NMOCD”) 100
mg/kg remediation guidelines for total petroleum hydrocarbons (“TPH").

As stated in the NMOCD letter dated August 13, 2004, the NMOCD has accepted
Noble’s proposal to conduct further vertical delineation of contamination during
remedial actions.

As requested by the NMOCD and to implement Noble’s proposal, Noble respectfully
submits the attached Remediation Work Plan for the Moon Tank Battery. This
remediation work plan is based on the following:

o Noble will conduct further vertical delineation during remediation activities, with
confirmation sampling to insure the NMOCD that complete horizontal and vertical
delineation and removal of hydrocarbon impacted soils has been completed.

e A total of six (6) hydrocarbon impacted spill areas on the Moon Tank Battery have
been targeted to conduct remedial activities. Complete horizontal and vertical
delineation with removal of hydrocarbon contaminated soils at each impacted spil!
area will be remediated as per NMOCD remediation guidelines.




September 16, 2004

e The vertical extent of BTEX and TPH contamination above NMOCD soil
remediation guidance levels shall be determined at each spill area.

e All samples shall be obtained and analyzed using EPA approved methods and
quality assurance/quality control (QA/QC) procedures.

e All wastes and contaminated soils will be disposed of at an NMOCD approved
facility.

There is no evidence that an ongoing source of contamination exists.

If you have any questions about this remediation work plan, please don't hesitate to give me
acall at (281) 874-6781.

Sincerely,
th‘ Z’J”é ZQ—(

Terry Webster
Environmental Manager

cc: with enclosure

Chris Williams

New Mexico Oil Conservation Division
1625 North French Drive

Hobbs, NM 88240
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BILL RICHARDSON Mark E. Fesmire, P.E.
Governor Director
Joanna Prukop Oil Conservation Division

Cabinet Sceretary

August 13, 2004

Mr. Terry Webster

Noble Energy, Inc.

12600 Northborough, Suite 250
Houston, Texas 77067-3299

RE: CASE #1R0167
GARY JOHNSON RESIDENCE
HOBBS, NEW MEXICO

Dear Mr. Webster:

The New Mexico Oil Conservation Division (OCD) has reviewed Noble Energy, Inc’s (Noble)
March 26, 2004 correspondence titled “CASE NO. 13004, GARY JOHNSON PROPERTY” and
accompanying March 2004 report titled “PHASE 1I ENVIRONMENTAL SITE ASSESSMENT,
GARY JOHNSON PROPERTY, FORMER MOON A TANK BATTERY LOCATION, LEA
COUNTY, NEW MEXICO”. These documents contain the results of Noble’s recent delineation of
the extent of petroleum contamination of soil at Mr. Gary Johnson’s property at 1831 Mobile Street
in Hobbs, New Mexico. Mr. Johnson’s property in Section 28, Township 18 South, Range 38 East
was the location of the former Moon “A” tank battery. The above-referenced documents show that
the near surface soils in certain areas of the site are contaminated with up to 10,300 mg/kg of total
petroleum hydrocarbons (TPH). Noble proposes to conduct further vertical delineation during

remedial actions and proposes an alternate remediation level of 1000 mg/kg of TPH for soils at the
site.

Noble’s proposal to conduct further vertical delineation of contamination during remedial actions is
acceptable. In order to implement, Noble’s proposal, the OCD requires that Noble submit a

remediation work plan to the OCD by September 17, 2004 with a copy provided to the OCD Hobbs
District Office.

The justification for an alternate TPH remediation level is not adequate. The site is located on
residential land within the city of Hobbs, New Mexico, adjacent to a water well, and located above
the Ogallala formation, the sole source drinking water aquifer for the city of Hobbs. If Noble wishes

to seek alternate remediation levels, a more detailed risk assessment of remaining contaminants will
need to be conducted.

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * hup/www.emnrd,state.nm.us




If you have any questions, please contact me at (505) 476-3491.

Sincerely,

IR/ AN A
/:/ //L//L}/ = n
Witliam C. Olson
Hydrologist
Environmental Bureau

Xc: Chris Williams, OCD Hobbs District Supervisor
Gary Johnson
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1.0 OVERVIEW

In response to the New Mexico Energy, Minerals and Natural Resources Department
Environmental Bureau, Oil Conservation Division (NMOCD), Noble Energy Inc (Noble
Energy) is submitting this Remediation Work Plan to address the concerns identified at
the property currently owned by Gary Johnson and formerly known as the Moon A Tank
Battery. This property is identified as being located at 1831 Mobile Street, Hobbs, NM,
Sec 28, T18S R38E, Lea County, GPS coordinates North 32° 43° 13.6”°, West 103° 9’
2.0”’. A topographic map of the location is shown as Figure 1.

The issues of concern, as identified by the NMOCD, include the following:

» weathered asphaltic-type oil
* highly viscous oil identified approximately 6” — 1’ below grade surface
* an abandoned flowline located under Mr. Johnson’s mobile home

On January 25, 2000 Mr. Bill Olson of the NMOCD collected a water well sample from
the subject site. Analyses of the well water sample included cations, anions, metals, and
BTEX (benzene, toluene, ethyl benzene and xylenes). All parameters tested were
measured below the primary and secondary drinking water and irrigation water standards,
as specified in 20.6.2.3103 NMAC, Section A, B, and C, and depicted in Table 1.

On June 25, 2002, Mr. Olson collected five shallow soil samples from the subject
property. Sample 0206251150 (BH-1-6") and 0206251210 (BH-1-11t) were collected in
an area reported to be heavily contaminated with hydrocarbons near the fence, on the
west side of the Mr. Johnson’s mobile home. Samples 020625 1240 (SS-W-1), 020625
1250 (SS-E-1), and 020625 1305 (SS-N-1) were collected at a depth of 1-2° below grade
surface (bgs) to the west, east, and north of the mobile home, respectively depicted in
Table 2.

On February 17, 2004, Noble Energy, Inc. conducted a Phase II Environmental Site
Assessment of the parcel of property owned by Mr. Johnson. This parcel is known as the
historical location of the Moon Tank Battery. The primary purpose of this assessment
was to determine, to the degree practical, the horizontal and vertical extent of
hydrocarbon impact remaining on said property from historical oil and gas operations at
this site.

Using the NMOCD Guidelines for Remediation of Leaks, Spills and Releases, the subject
location has been determined to have a sensitivity ranking of 20, as the area of impact is
located within 200’ of a private domestic water source. Petroleum hydrocarbon levels for
all samples were measured above the NMOCD guidelines of 100 mg/Kg, (the threshold
for sites with a ranking score of >19). Benzene and Total BTEX concentrations in all
samples were measured below NMOCD remediation guidelines for this sensitivity
ranking.

Moon A Lease 1 Remediation Work Plan
Gary Johnson Property




All soil samples collected were analyzed for BTEX, Diesel Range Petroleum
Hydrocarbons (DRO), Gasoline Range Petroleum Hydrocarbons (GRO), and metals.
Summaries of results of these analyses are included as Table 3.

Remediation guidelines for soils at sites in this sensitivity ranking are as follows:

e TPH (total petroleum hydrocarbon) concentrations......... 100 mg/kg
e Benzene..................... <10 mg/kg
e Total BTEX (benzene, toluene, ethylbenzene and xylenes) <50 mg/kg

Moon 4 Lease 2 Remediation Work Plan
Gary Johnson Property



2.0

SITE REMEDIATION WORK PLAN

The scope of work for this site remediation work plan has been designed to further
delineate and remediate the contaminants identified in the Phase 11 ESA on February 17,
2004. The scope of this remediation work plan includes the following operations:

As requested by the NMOCD and to implement Noble’s proposal, Noble respectfully
submits the attached Remediation Work Plan for the Moon Tank Battery. This
remediation work plan is based on the following:

Noble will conduct further horizontal and vertical delineation during remediation
activities, with confirmation sampling to insure the NMOCD that complete
horizontal and vertical delineation and removal of hydrocarbon impacted soils has
been completed.

A total of six (6) hydrocarbon impacted spill areas on the Moon Tank Battery
have been targeted to conduct remedial activities. Complete horizontal and
vertical delineation with removal of hydrocarbon contaminated soils at each
impacted spill area will be remediated as per NMOCD remediation guidelines. A
plot plan depicting impacted remedial areas is depicted in Figure 2.

The vertical extent of BTEX and TPH contamination above NMOCD soil
remediation guidance levels shall be determined at each spill area.

All samples shall be obtained and analyzed using EPA approved methods and
quality assurance/quality control (QA/QC) procedures.

All wastes and contaminated soils will be disposed of at an NMOCD approved facility.

There is no evidence that an ongoing source of contamination exists.

Scope of Remediation Sampling Activities

During remediation activities, soil samples will be collected from each center
point of the impacted area. Samples shall be collected by using a hand and/or
power auger, advancing the auger to a targeted depth of 2” below bottom grade of
removed soils impacted area. Soil samples collected from the 1 — 2’ cores will be
screened for hydrocarbons using a field PID (photo ionization detector). Field
headspace readings will be performed on each sample collected, with a threshold
value of 100 ppm used to substitute for BTEX analyses.

If the field headspace measurements for any sample exceeds the 100 ppm
threshold, or hydrocarbons are detected by visual or olfactory methods, additional
horizontal and vertical remediation/delineation will be performed and samples
will be collected at a horizontal distance of 3 feet intervals from the center point.

Moon A Lease 3 Remediation Work Plan
Gary Johnson Property




These additional samples will be collected from each of the four cardinal
directions. The headspace of each sample will be screened as described above,
with the frequency of horizontal advancement repeated until a headspace reading
of <100 ppm is achieved.

= Soil samples from locations where field headspace readings are below 100 ppm
will be collected for DRO and GRO analyses to demonstrate delineation of the
impact by confirming that the measured constituents are within targeted
parameters.

» Select samples may be composited for analyses based on proximity to other
samples in a particular area with field headspace readings below 100 ppm. Soil
samples from locations where field headspace readings exceed 100 ppm (as in the
lower-most sample collected from a particular area) may be composited to form a
specific area composite that will be analyzed for DRO and GRO.

*  While impact at depth is not anticipated at these locations, in the event that field
headspace readings for core samples collected from the 2’ depth are found to
exceed 100 ppm, additional samples will be collected from 2’ intervals until a
headspace reading of <100 ppm is achieved. Soil samples from locations where
field headspace readings are below 100 ppm will be collected for DRO and GRO
analyses to demonstrate delineation of the impact by confirming that the
measured constituents are within targeted parameters.

3.0 QUALITY CONTROL

Soil sample collection will be performed using a hand and/or power auger. The auger
will be decontaminated between boring locations by washing with soap and water and
rinsing with distilled water. Sample water will be collected for disposal in a sealed 55
gallon drum. A sample of the rinseate water will be collected for analysis to characterize
this waste, with analysis for DRO and GRO conducted.

Field headspace measurements will be performed according to procedures outlined in
NMOCD'’s Guidelines for Remediation of Leaks, Spills and Releases. The PID used for
headspace analyses will be calibrated to assume a benzene response factor prior to arrival
on location.

Following completion of field headspace measurement collection, select samples will be
field composited based on headspace reading and location proximity. Field composites
and individual samples to be analyzed for TPH-GRO and TPH-DRO, with BTEX
analysis conducted on 10% of all confirmation samples. All samples will be shipped
to the laboratory under chain of custody transfer.

Moon A Lease 4 Remediation Work Plan
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Duplicate soils samples will be submitted for laboratory analysis at a rate of 10% of the
total confirmation samples analyzed. In addition, a field blank will be submitted to the
laboratory for analysis of TPH-GRO, TPH-DRO and BTEX.

All samples will be collected into certified pre-cleaned jars applicable to the parameters
to be performed. Samples will be iced upon collection to preserve volatile organic
components.

4.0 TIMING

Noble Energy is prepared to initiate this Remediation Work Plan within 30 days of
receiving approval by the NMOCD. The NMOCD will be notified at least 1 week prior

1 to any remediation activity, to enable the agency’s representative to accompany Noble
during these activities. Split or duplicate samples will be available to the NMOCD upon
request.

Moon A Lease 5 Remediation Work Plan
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Table 1 Analyses Results for Gary Johnson Water Well Sampled January 27, 2000

Parameter G. Johnson Water Well, NMED Drinking/Irrigation
Sampled 1/27/00 Water Standards
Metals mg/L mg/L
Ag <0.05 0.05'
Al <0.50 5.0°
As <0.10 0.1'
B <0.05 0.75°
Ba <0.05 1.0’
Cd 0.03 0.01'
Co <0.05 0.05°
Cr <0.05 0.05"
Cu <0.10 1.0°
Fe <0.50 1.0
Mn <0.01 0.2°
Mo <0.01 1.0°
Ni <0.01 0.2°
Pb <0.05 0.05"
Se <0.05 0.05"
Si 28 -
Na 47 -
K 4 -
Mg 18 -
Ca 108 -
Zn <0.10 10.0°
Hg <0.0002 0.002'
BTEX, mg/L.
Benzene <0.005 0.01"
Toluene <0.005 0.757
Ethyl benzene <0.005 0.75"
M,P,O-Xylenes <0.005 0.62"
Total BTEX <0.005 -
Ion Chromatography, mg/L
Chloride 70 2507
Fluoride 1.5 1.6’
Nitrate-N 3.8 1000
Sulfate 110 600°
Alkalinity (mg/L as CaCOs)
Hydroxide Alkalinity <1.0 --
Carbonate Alkalinity <1.0 --
Bicarbonate Alkalinity 182 -
Total Alkalinity 182 -
pH 7.2 6-9
Specific conductance, uMHOS/cm 820 -
Total Dissolved Solids, mg/L 510 1000.0°

120.6.2.3103 NMAC, Section A. Human Health Standards
%20.6.2.3103 NMAC, Section B. Other Standards for Domestic Water Supply
%20.6.2.3103 NMAC, Section C. Standards for Irrigation Use (Includes section A and B requirements)

Moon A Lease
Gary Johnson Property

Remediation Work Plan




Table 2. Analyses Results for Soil Samples from Gary Johnson Property, Sampled June 25, 2002.

Parameter 0206251150 0206251 150,0206251 150/0206251150/0206251150 ljll\grggiﬂtslg :‘“
BH-1-6 BH-1 SS-w-1 SS-E-1 SS-N-1 . 1
Guidance
BTEX, mg/Kg
Benzene <0.050 <0.1 <0.1 <0.010 0.0234 10
Toluene <0.050 <0.1 <0.1 <0.010 <0.020 -
Ethyl benzene 0.0806 1.16 <0.1 <0.010 0.0474 --
Xylenes 0.328 4.23 0.352 <0.010 0.183 --
Total BTEX 0.409 5.39 0.352 <0.010 0.254 50
Petroleum Hydrocarbon Analyses, mg/Kg
Diesel Range Organics 11,600 <250 10,200 4,600 16,500
100 (total)
Gasoline Range Organics 325 352 <10 <1 20.5
Total Metals Analyses, mg/Kg
Hg <0.19 <0.19 <0.19 <0.19 <0.19 -
Al 9140 11100 7710 9490 10300 --
As <5.0 <5.0 <5.0 <5.0 <5.0 --
Ba 100 78.1 86.5 124 121 -
B 36.0 38.4 30.1 35.2 40.6 --
Cd <0.5 <0.5 <0.5 <0.5 <0.5 --
Cr 6.92 8.31 5.92 6.84 7.37 -
Co 2.78 432 <2.50 <2.50 2.54 --
Cu 6.80 8.61 6.33 7.80 6.82 --
Fe 7250 8200 6450 7150 8250 --
Pb 7.27 4.44 6.32 156 14.9 --
Mn 111 117 115 110 142 --
Mo <5.0 <5.0 <5.0 <5.0 <5.0 -~
Ni 8.32 9.00 7.32 7.22 7.82 -
Se <1.0 <1.0 <1.0 <1.0 <1.0 --
Si 224 214 220 194 208 -
Ag <0.2 <0.2 <0.2 <0.2 <0.2 -~
Zn 35.8 47.5 25.1 55.7 49.0 -~

'Guidelines for Remediation of Leaks, Spills and Releases, NM OCD, August 13, 1993

Moon A Lease
Gary Johnson Property

Remediation Work Plan




Table 3

Analyses Results for Soil Samples from Gary Johnson Property Sampled February 17, 2004

Sample ;s x _
Lab ID # Denth TPH-GRO | TPH-DRO | TPH-Total Xylene Xylene

| | ..—..g H
@0 C6-C12 | >C12-C35 | C6-C35 (pym) (0) ;_:.nuJ
| ND _

4B18007-01 | 0-1 273 3 ! ! N ND ND
| |
| 4B18007-02

| 4B18007-03
4B18007-04
4B18007-05
4B18007-06
4B18007-07
4B18007-08
4B18007-09
4B18007-10 |
| B-15 | 4B18007-11

' 0.0297 |
ND |

I

292 _, , , . ND
367 | E D | ND
313 33 | : | 00182 | 02668 |
5,670 | o : | 140 | 0838 | 18741 |
556 : ? L | 0. __ - 0.0300
211 } ) _ [ 1 ND |
7,980 | o [ 7 533 | 10.248 |
217 | N _ ; ND 0.0492
2,570 : | __ 50 | 0310 | 24761

e,ﬁo :m r. _. o.ﬁmﬁ%
.19@&5” 4B18007-12 545 545 | : ) [ ND | ND
| (B16-B18)

" Composite I | 4B18007-13 : 973 | N | 00531 | 00235 | 01339
| (B19-B21) |

|
+—

clo|lo|e|le|eo|ec|o|e|o|e
I
SIS I S A A e e L

4B18007-14 | | . 4 [ 1 [ N | ND | ND_|

- | =0

[ Red text denoted measured value in excess of regulatory threshold. |
' ' Calculated. |
_ ? New Mexico Energy, Minerals and Natural Resources Department, Oil Conservation Division thresholds, as published in the Guidelines for Remediation of Leaks, Spills

| and Releases, August 13, 1993, Ranking Score >19. |

Former Moon A Tank Battery

Environmental Site Assessment
March 2004
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NEW MEXICO ENERGY, MMERALS and |
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON ' ‘Mark E. Fesmire, P.E.
Governor : Director
Joanna Prukoep Oil Conservation Division

Cabinet Secretary

August 5, 2004

Mr. Gary Johnson
1500 Tasker Rd.
Hobbs, NM 88240

RE: CASE #1R0167 ‘
NOBLE ENERGY INVESTIGATIONS AT GARY JOHNSON RESIDENCE
HOBBS, NEW MEXICO

\

Dear Mr. Johnson: o ‘

On August 4, 2004 you called me to inquire as to the status of the investigations into the extent of
soil contamination at property that you own at 1831 Mobile Street in Hobbs, New Mexico. This
property in Section 28, Township 18 South, Range 38 East was the location of the former Moon “A”
tank battery which was previously operated by Samedan Oil Corporation and Shell Oil Company and
is located within the North Hobbs Unit operated by Occidental Permian Ltd.

The New Mexico Oil Conservation Division (OCD) is in receipt of a report from Noble Energy, Inc
(the parent company of Samedan Oil Corporation) containing the results of recent investigations at
the property. The OCD will review this document within the next 30 days. The OCD will send you
a copy of the OCD’s response to Noble Energy Inc. :

Thank you for contacting me about your concemns. If you have any questions, please contact me at
(505) 476-3458.

Sincerely,

6mire, P.E. :

Director

XC: Chris Williams, OCD Hobbs District Supervisor

0il Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http.//www.emnrd.state.nmus




April, 25, 2004

Mr. Bill Olson '; o
OCD QOILCcen .
1220 S. Saint Francis Dr. ) SERRY PR -

Sante Fe, NM 87505

Dear Mr. Olson,

I received the test results from Noble Energy dated March.2004 and find myself at odds
with them once again.

Nobel purposes the OCD change the recommend TPH levels from 100 to 1000 mg/kg
(Phase II Environmental Site Assessment, pg. 11). I strongly urge the OCD not to allow

any change to occur.

The contamination is inside the city limits on privately owned property, within 50 ft. of an
active domestic water well and has been under a single family dwelling for years.

It is essential the property be restored to more favorable conditions for future occupants,
and for the betterment of the enviroment the levels of 100mg/kg should remain in effect.

Thank you for your patience and assistance in the past years in trying to resolve this
problem. I am looking forward to hearing from you.

Singggely,
W/g LW
Gary JolimSon




12600 Northborough
Suite 250
Houston, TX 77067-3299

Tel: 281.876.6150
Fax: 281.876.6106

www.nobleenergyinc.com

Onshore Division

Z}E noblg .

CERTIFIED MAIL 7002 0460 0000 6369 5682

energy
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RETURN RECEIPT REQUESTED MAR S 1 2004

Qil : o
March 26, 2004 Conservation Divisior

Environmental Buyeg

Bill Oison

New Mexico Energy, Minerals and Natural Resources Department
Oil Conservation Division

P. O. Box 6429

Sante Fe, NM 87504-6429

RE: Case No. 13004, Gary Johnson Property

Dear Mr. Olson

Enclosed please find the results of the Phase Il Environmental Site Assessment (ESA)
conducted at the property currently owned by Gary Johnson and formery known as the
Moon A Tank Battery. This ESA was performed by Kane Environmental Engineering, Inc.

As discussed in this report, all soil samples collected from the former Moon A Tank
Battery location exceed the NMOCD 100 mg/kg remediation guideline for TPH, based
on the NMOCD site ranking system. This ranking score of 20 is based solely on the
site’s proximity to an abandoned domestic water well.

Noble Energy proposes that the NMOCD allow an alternate remediation guideline of
1000 mg/kg for this site. This proposal for an alternate guideline is based on the
following:

Water samples collected by NMOCD in January, 2000 indicated that all
parameters tested were below drinking water standards. Considering the time
span between the historical oil and gas operations and this water analysis, it can
be concluded that this water weli is not likely to be subject to impact from the site.

Only residual solid-phase hydrocarbons were encountered during this
investigation limiting the potential for contaminant migration through the soil to
vapor transport within the soils or transport with the percolation of rainfall. There is
no evidence that an ongoing source of contamination exists.

The soils encountered at the site demonstrate the limited potential for rainfall
percolation through the soil, that being to an approximate depth of 24",

The reported water well depth in this area indicate the limited potential for the
contaminant migration to groundwater through vapor transport or rainfall
percolation.



‘ 0 March 26, 2004

if you have any questions about this ESA, please don't hesitate to give me a call at (281)
874-6781.

Sincerely,

) C

Terry Webster
Environmental Manager

cc._with enclosure

Chris Williams

New Mexico Oil Conservation Division
1625 North French Drive

Hobbs, NM 88240




® RECEIVED @ (L1677

JUL 3 1 2003

July 28, 2003 OIL CONSERVATION

DIVISION
Mr. Thomas D. Dopler, Jr. - VIA CERTIFIED MAIL
12600 Northborough - RETURN RECEIPT REQUESTED
Suite 250

Houston, TX 77067-3299

Re: 1831 Mobile Street
Hobbs, NM

Dear Mr. Dopler:

I have received your letter dated July 23, 2003. Permission to investigate my property at
1831 Mobile Street is again denied Noble Energy. The site has been previously
investivagated by the NMOCD and has been determined to be a danger to public safety
and the environment because of hydrocarbon releases.

I feel any claimed damages are a direct result of hydrocarbon releases.
Responsibility for these releases has not been determined and claims for damages have
never been requested from Noble Energy. Only a sales option has been offered.

Thank you for your attention to this matter and for the time you have spent with me in our
recent telephone conversation. Please feel free to contact me if you have any questions or
would like to discuss this matter further.

Sincerely, ,

%f A W@
Gary B. Johnson
Landowner

cc: Mr. William C. Olson
New Mexico Energy, Minerals and Natural Resources Department
1220 S. St. Francis Drive
Santa Fe, NM 87505




12600 Northborough
Suite 250
Houston, TX 77067-3299

Tel: 281.876.6134
Fax: 281.874.6753
tdopler@
nobleenergyinc.com

Thomas D. Dopler, Jr.
Landman
Rockies/Mid-Continent
Business Unit
Onshore Division

noble
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JUL 9 8 2003
July 23, 2003 OIL CONSERVATION
DIVISION
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RETURN RECEIPT REQUESTED

Mr. Gary D. Johnson
1500 Tasker
Hobbs, NM 88240

Re: 1831 Mobile Street
Hobbs, New Mexico

Dear Mr. Johnson:

Thank you for your letter of June 17, 2003. In that letter you indicate that you
will be willing to sell your property to Noble Energy for $45,000.00, which you
indicate is the total property and revenue loss you have sustained to date.
You also indicated that a site investigation is unwarranted except by
responsible or interested parties.

Noble Energy has not been determined to be a responsible party with respect
to any potential hydrocarbon releases on your property, and has not accepted
responsibility for any such releases. Instead, Noble Energy has reached
agreement with the New Mexico Oil Conservation Division to conduct a site
investigation. We have agreed to conduct that site investigation in response to
the complaints which you have registered with the NMOCD. However, neither

the NMOCD nor Noble Energy can proceed until you grant access to the
surface.

Noble Energy is not in the business of purchasing or holding non-mineral real
estate, and, as indicated in my June 9, 2003 letter, is not in a position to
consider your request for a damage payment when such claimed damages
appear to be unrelated to any hydrocarbon releases at your property located at
1831 Mobile Street.

We would like to conduct the site investigation pursuant to the direction from
and agreement with the NMOCD. Please let us know by Friday, August 1,
2003, whether you will allow Noble to conduct such investigation.

Please feel free to call me if you have any questions or would like to discuss
this matter further.

Yours very trul\ i
ok .
' \\'\WS v LF\QQL/- \.

Thomas D. Dopler, Jr.
Landman

TD 'p‘?gr "%"’?@r&\;ﬁ . -
AN CEOson

New Mexico Energy, Minerals and
Natural Resources Department
1220 S. St. Francis Drive

Santa Fe, NM 87505

11167




June 17, 2003

“O\XQM
Mr. Thomas D. Dopler, Jr. \)0\,5\-[\\‘“ \
12600 Northborough N W
Suite 250 {Q\\’L

Houston, TX Q&
2 E\\%ﬁg
Re: 1831 Mobile Strect ﬁ

Hobbs, NM
Dear Mr. Dopler:

In recent telephone conversation with you and Deb Lambertson, I would not grant access to my property at
1831 Mobile Street. This is not because Noble would not agree to pay $285,000, nor does this relate to any
legitimate claims I may have against other oil companies concerning other property. That sum was in
response to a question from Deb Lambertson about an assumption of no liability on the part of
Samedan/Noble. Perhaps there was a misunderstanding concerning those matters.

As I indicated to you and Deb Lambertson, an unsolicited site investigation is unwarranted except by
responsible or interested parties.

There is a willingness to resolve this impasse. I felt I made this clear in our last telephone conversation.
Although sale was mentioned, it was not discussed.

The property mentioned has a hydrocarbon release on it, identified by the OCD as a danger to public
safety and the environment. Because of this, it has been unoccupied and uninsurable. The property has
also been vandalized, rendering it valueless as an asset or a source of revenue for me. I hope you also
understand my position.

If interested in the property and its contents at this time, for any purpose Noble Energy deems appropriate,
it can be purchased for $45,000. This is the total property and revenue loss I have sustained to date.

Please feel free to contact me if you would like to discuss this matter further.

Sincerely, ) .
e
LAY '

[

Gary D. Johnson

Landowner

Ip

cc. Mr. William C. Olson
New Mexico Energy, Minerals and
Natural Resources Department
1220 S. St. Francis Drive
Santa Fe, NM 87505
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June 9, 2003

Mr. Gary D. Johnson
1500 Tasker
Hobbs, NM 88240

Re: 1831 Mobile Street
Hobbs, New Mexico

Dear Mr. Johnson:

In recent telephone conversations with Deb Lambertson and me, you have
indicated that you would not grant Noble Energy, Inc., successor to Samedan
Oil Corporation, access to your property at 1831 Mobile Street, Hobbs, New
Mexico, unless Noble agrees to pay you $285,000. This amount apparently
relates to claims you have made against other oil companies on different
property, as well as this property.

As we have indicated, Noble is prepared to conduct a site investigation of this
property in accordance with a plan being approved by the New Mexico Oil
Conservation Division. To do so, it is necessary for Noble to gain access to
the property. Noble is willing to work with you as to any reasonable
restrictions that you may wish to impose on the granting of that access;
however it is unwilling to make the payment you have requested.

We apprecuate your willingness to visit with us about this matter, and hope that
you understand our position. With your permission, we continue to be
prepared to promptly commence a site investigation in an effort to evaluate the
condition of your property.

Please feel free to call me if you have any questions or would like to discuss
this matter further.

Yours very t?uly\ (

‘\' \ \ 3\ N
\\’\/\/‘-— ~ \- L”\\ / \\

Thomas D. Dopler, Jr.
Landman

New Mexico Energy, Minerals and
Natural Resources Department
1220 S. St. Francis Drive

Santa Fe, NM 87505

CATemp\C.Lotus.Notes. Data\GARY D. JOHNSON.doc
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Bill Olson

New Mexico Energy, Minerals and Natural Resources Department
Oil Conservation Division

P. O. Box 6429

Sante Fe, NM 87504-6429

RE: Case No. 13004, Gary Johnson Property
Dear Mr. Olson

Enclosed please find the Phase |l Site Investigation Plan for the investigation of the property
currently owned by Gary Johnson and formerly known as the Moon A Tank Battery. This
Site Investigation Plan is being submitted to your for your review and approval.

If you have any questions about this Plan, please don't hesitate to give me a call at (281)
874-6781.

Sincerely,

1NN

Deb Lambertson
Environmental Coordinator

cc: with enclosure

Chris Williams

New Mexico Qil Conservation Division
1625 North French Drive

Hobbs, NM 88240
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1.0 OVERVIEW

In response to the New Mexico Energy, Minerals and Natural Resources Department
Environmental Bureau, Oil Conservation Division (NMOCD), Noble Energy Inc (Noble
Energy) is submitting this Phase II Environmental Site Assessment (ESA) Site
Investigation Plan to address the concerns identified at the property currently owned by
Gary Johnson and formerly known as the Moon A Tank Battery. This property is
identified as being located at 1831 Mobile Street, Hobbs, NM, Sec 28, T18S R38E, Lea
County, GPS coordinates North 32° 43 13.6°°, West 103°9’ 2.0°’. A topographic map of
the location is shown as Figure 1.

The issues of concern, as identified by the NMOCD, include the following:

= weathered asphaltic-type oil
= highly viscous oil identified approximately 6 — 1’ below grade surface
= an abandoned flowline located under Mr. Johnson’s mobile home

On January 25, 2000 Mr. Bill Olson of the NMOCD collected a water well sample from
the subject site. Analyses of the well water sample included cations, anions, metals, and
BTEX (benzene, toluene, ethyl benzene and xylenes). All parameters tested were
measured below the primary and secondary drinking water and irrigation water standards,
as specified in 20.6.2.3103 NMAC, Section A, B, and C, and depicted in Table 1

On June 25, 2002, Mr. Olson collected five shallow soil samples from the subject
property. Sample 0206251150 (BH-1-6") and 0206251210 (BH-1-1{t) were collected in
an area reported to be heavily contaminated with hydrocarbons near the fence, on the
west side of the Mr. Johnson’s mobile home. Samples 020625 1240 (SS-W-1), 020625
1250 (SS-E-1), and 020625 1305 (SS-N-1) were collected at a depth of 1-2’ below grade
surface (bgs) to the west, east, and north of the mobile home, respectively.

All soil samples collected were analyzed for BTEX, Diesel Range Petroleum
Hydrocarbons (DRO), Gasoline Range Petroleum Hydrocarbons (GRO), and metals. A
summary of the results of these analyses are included as Table 2.

Using the NMOCD Guidelines for Remediation of Leaks, Spills and Releases, the subject
location has been determined to have a sensitivity ranking of 20, as the area of impact is
located within 200’ of a private domestic water source. Petroleum hydrocarbon levels for
all samples were measured above the NMOCD guidelines of 100 mg/Kg, (the threshold
for sites with a ranking score of >19). Benzene and Total BTEX concentrations in all
samples were measured below NMOCD remediation guidelines for this sensitivity
ranking.

Moon A Lease 1 Site Investigation Plan
Gary Johnson Property




2.0

SITE INVESTIGATION SCOPE OF WORK

The scope of work for this site investigation has been designed to further delineate the
contaminants identified in the NMOCD site investigation on June 25, 2002 . The scope
of this Phase II site investigation includes the following operations:

Asphaltic Hydrocarbons on the Surface

Shallow soil samples will be collected from each center point where asphaltic
hydrocarbons are visible at the surface. Samples will be collected by using a hand
and/or power auger, advancing the auger to a targeted depth of 2’ below grade
surface (bgs). Soil samples collected from the 1 — 2’ cores will be screened for
hydrocarbons using a field PID (photo ionization detector). Field headspace
readings will be performed on each sample collected, with a threshold value of
100 ppm used to substitute for BTEX analyses.

If the field headspace measurements for any sample exceeds the 100 ppm
threshold, or hydrocarbons are detected by visual or olfactory methods, additional
samples will be collected at a horizontal distance of 10 feet from the center point.
These additional samples will be collected from each of the four cardinal
directions. The headspace of each sample will be screened as described above,
with the frequency of horizontal advancement repeated until a headspace reading
of <100 ppm is achieved.

Soil samples from locations where field headspace readings are below 100 ppm
will be collected for DRO and GRO analyses to demonstrate delineation of the
impact by confirming that the measured constituents are within targeted
parameters.

Select samples may be composited for analyses based on proximity to other
samples in a particular area with field headspace readings below 100 ppm. Soil
samples from locations where field headspace readings exceed 100 ppm (as in the
lower-most sample collected from a particular area) may be composited to form a
specific area composite that will be analyzed for DRO and GRO.

While impact at depth is not anticipated at these locations, in the event that field
headspace readings for core samples collected from the 2’ depth are found to
exceed 100 ppm, additional samples will be collected from 2’ intervals until a
headspace reading of <100 ppm is achieved. Soil samples from locations where
field headspace readings are below 100 ppm will be collected for DRO and GRO
analyses to demonstrate delineation of the impact by confirming that the
measured constituents are within targeted parameters.

Moon A Lease 2 Site Investigation Plan
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Abandoned Flowline

= Soil samples will be collected from a minimum of 5 points along the flowline that
is reported to be located under the Johnson mobile home. Samples will be
collected by using a hand and/or power auger, advancing the auger to a targeted
depth of 1’ below the depth of the line. Soil samples collected from the targeted
locations will be screened using a field PID (photo ionization detector). Field
headspace readings will be performed on each sample collected, using a threshold
value of 100 ppm to substitute for BTEX analyses.

= If field headspace measurements for any core sample exceeds the 100 ppm
threshold, an additional samples will be collected at:

a horizontal distance of 3 feet from the original sample, collected from each of
the four cardinal directions until a concentration of <100 ppm is achieved.

a vertical depth of 2 foot from the original sample until a concentration of
<100 ppm is achieved.

* Soil samples from locations where field headspace readings are below 100 ppm
will be collected for DRO and GRO analyses to demonstrate delineation of the
impact by confirming that the measured constituents are within targeted
parameters.

= Select samples may be composited for analyses based on proximity to other
samples in a particular area with field headspace readings below 100 ppm. Soil
samples from locations where field headspace readings exceed 100 ppm may be
composited to form a specific area composite that will be analyzed for DRO and
GRO.

3.0 QUALITY CONTROL

Soil sample collection will be performed using a hand and/or power auger. The auger
will be decontaminated between boring locations by washing with soap and water and
rinsing with distilled water. Sample water will be collected for disposal in a sealed 55
gallon drum. A sample of the rinseate water will be collected for analysis to characterize
this waste, with analysis for DRO and GRO conducted.

Field headspace measurements will be performed according to procedures outlined in
NMOCD’s Guidelines for Remediation of Leaks, Spills and Releases. The PID used for
headspace analyses will be calibrated to assume a benzene response factor prior to arrival
on location.

Following completion of field headspace measurement collection, select samples will be
field composited based on headspace reading and location proximity. Field composites

Moon A Lease 3 Site Investigation Plan
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and individual samples to be analyzed for TPH-GRO and TPH-DRO, with BTEX
analysis conducted on 10% of all confirmation samples. All samples will be shipped
to the laboratory under chain of custody transfer.

Duplicate soils samples will be submitted for laboratory analysis at a rate of 10% of the
total confirmation samples analyzed. In addition, a field blank will be submitted to the
laboratory for analysis of TPH-GRO, TPH-DRO and BTEX.

All samples will be collected into certified pre-cleaned jars applicable to the parameters
to be performed. Samples will be iced upon collection to preserve volatile organic
components.

40 TIMING }
|

Noble Energy is prepared to initiate this Phase II Site Investigation Plan within 30 days
of receiving approval by the NMOCD. The NMOCD will be notified at least 1 week
prior to any soil sampling, to enable the agency’s representative to accompany Noble
during sampling activities. Split or duplicate samples will be available to the NMOCD
upon request.

Moon A Lease 4 Site Investigation Plan
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Table 1 Analyses Results for Gary Johnson Water Well Sampled January 27, 2000

Parameter G. Johnson Water Well, NMED Drinking/Irrigation
Sampled 1/27/00 Water Standards
Metals mg/L mg/L
Ag <0.05 0.05'
Al <0.50 5.0°
As <0.10 0.1'
B <0.05 0.75°
Ba <0.05 1.0’
Cd 0.03 0.01’
Co <0.05 0.05°
Cr <0.05 0.05'
Cu <0.10 1.0°
Fe <0.50 1.0°
Mn <0.01 0.2
Mo <0.01 1.0°
Ni <0.01 0.2°
Pb <0.05 0.05'
Se <0.05 0.05'
Si 28 --
Na 47 --
K 4 --
Mg 18 --
Ca 108 --
Zn <0.10 10.0°
Hg <0.0002 0.002’
BTEX, mg/L
Benzene <0.005 0.01"
Toluene <0.005 0.75'
Ethyl benzene <0.005 0.75'
M,P,0-Xylenes <0.005 0.62'
Total BTEX <0.005 --
Ion Chromatography, mg/L
Chloride 70 250°
Fluoride 1.5 1.6°
Nitrate-N 3.8 10.0'
Sulfate 110 600°
Alkalinity (mg/L as CaCOs)
Hydroxide Alkalinity <1.0 --
Carbonate Alkalinity <1.0 --
Bicarbonate Alkalinity 182 --
Total Alkalinity 182 --

H 7.2 6-9
Specific conductance, uMHOS/cm 820 --
Total Dissolved Solids, mg/L 510 1000.0°
120.6.2.3103 NMAC, Section A. Human Health Standards
220.6.2.3103 NMAC, Section B. Other Standards for Domestic Water Supply
320.6.2.3103 NMAC, Section C. Standards for Irrigation Use (Includes section A and B requirements)
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Table 2. Analyses Results for Soil Samples from Gary Johnson Property, Sampled June 25, 2002.

Parameter 0206251150 [0206251150020625115002062511500206251150 Tvoch spil
BH-1-6 BH-1 SS-W-1 SS-E-1 SS-N-1 . 1
Guidance
BTEX, mg/Kg

Benzene <0.050 <0.1 <0.1 <0.010 0.0234 10

Toluene <0.050 <0.1 <0.1 <0.010 <0.020 --

Ethy! benzene 0.0806 1.16 <0.1 <0.010 0.0474 --

Xylenes 0.328 4.23 0.352 <0.010 0.183 --

Total BTEX 0.409 5.39 0.352 <0.010 0.254 50

Petroleum Hydrocarbon Analyses, mg/Kg
Diesel Range Organics 11,600 <250 10,200 4,600 16,500
100 (total)
Gasoline Range Organics 325 352 <10 <1 20.5
Total Metals Analyses, mg/Kg

Hg <0.19 <0.19 <0.19 <0.19 <0.19 --

‘ Al 9140 11100 7710 9490 10300 --

As <5.0 <5.0 <5.0 <5.0 <5.0 --

Ba 100 78.1 86.5 124 121 --

B 36.0 384 30.1 35.2 40.6 -

Cd <0.5 <0.5 <0.5 <0.5 <0.5 --

Cr 6.92 8.31 5.92 6.84 7.37 --

Co 2.78 4.32 <2.50 <2.50 2.54 --

Cu 6.80 8.61 6.33 7.80 6.82 -

Fe 7250 8200 6450 7150 8250 --

Pb 7.27 4.44 6.32 156 14.9 --

Mn 111 117 115 110 142 --

Mo <5.0 <5.0 <5.0 <5.0 <5.0 --

Ni 8.32 9.00 7.32 7.22 7.82 --

Se <1.0 <1.0 <1.0 <1.0 <1.0 --

Si 224 214 220 194 208 -

Ag <0.2 <0.2 <0.2 <0.2 <0.2 --

Zn 35.8 47.5 25.1 55.7 49.0 --

'Guidelines for Remediation of Leaks, Spills and Releases, NM OCD, August 13, 1993
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RANNE B. MILLER
ALAN C. TORGERSON
ALICE T. LORENZ
GREGORY W. CHASE
STEPHEN M, WILLIAMS
STEPHAN M. VIDMAR
SETH V. BINGHAM
TIMOTHY R, BRIGGS
RUDOLPH LUCERO
DEBORAH A, SOLOVE
GARY L. GORDON
LAWRENCE R, WHITE
SHARON P. GROSS
VIRGINIA ANDERMAN
MARTE D. LIGHTSTONE
J. SCOTT HALL*
THOMAS R. MACK
TERRI S. BEACH
THOMAS M. DOMME
JEFFREY E. JONES
ROBIN A, GOBLE
JAMES R, WOOD

DANA M. KYLE

KIRK R. ALLEN
RUTH FUESS

KYLE M. FINCH

H. BROOK LASKEY
KATHERINE W. HALL
PAULA G. MAYNES
MICHAEL C. ROSS
CARLA PRANDO

KATHERINE N. BLACKETT

JENNIFER L. STONE

M. DYLAN O'REILLY
JENNIFER D. HALL
JENNIFER L. OLSON
TODD A. SCHWARZ
TIMOTHY L. BUTLER
MICHELLE K. OSTRYE***
KELSEY D. GREEN
MARCY BAYSINGER
DAVID J. MARTIN
CAROLINE BLANKENSHIP

MILLER STRATVERT P.A.
LAW OFFICES

ALBUQUERQUE, NM
500 MARQUETTE NW, SUITE 1100

P.O. BOX 25687 (87125-0687)
ALBUQUERQUE, NM 87102

COUNSEL

ROSS B. PERKAL
JAMES J. WIDLAND
BRADLEY D. TEPPER"

GARY RISLEY TELEPHONE: (505) 842-1950
NELL GRAHAM SALE (800) 424-7585

FACSIMILE: (505) 243-4408
OF COUNSEL

WILLIAM K. STRATVERT
JAMES B. COLLINS

FARMINGTON, NM

300 WEST ARRINGTON, SUITE 300
P.O. BOX 869 (87495-0869)
FARMINGTON, NM 87401
TELEPHONE: (505) 326-4521
FACSIMILE: (505) 325-5474

CIL CCSANTA FE, WM 1y

PRI
150 WASHING AN BVE., SUITE 300
P.0. BOX 1988 (87504-1986)
SANTA FE. NM 87501
TELEPHONE: (505) 989-9614
FACSIMILE: (505) 989-9857

LAS CRUCES, NM

1125 SOUTH MAIN ST., SUITE B
P.0. BOX 1209 (88004-1209)
LAS CRUGES, NM 88005
TELEPHONE: (505) 523-2481
FACSIMILE: (505) 526-2215

PLEASE REPLY TO SANTA FE

. ***licensed in Texas only :
* :NEW MEXICO BOARD OF SPECIALIZATION RECOGNIZED SPECIALIST IN NATURAL RESOURCES - Oll. & GAS LAW
** NEW MEXICO BOARD OF SPECIALIZATION RECOGNIZED SFECIALIST IN REAL ESTATE LAW

April 29, 2003

Ms. Lori Wrotenbery, Director
New Mexico Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

s

Re:  MOCD Case No. 13004; Apglication of the New Mexico Oil Conservation Division
Bureau Chief foramOrder Determining the Responsible Party or Parties, Lea County,
New Mexico

Dear Ms. Wrotenbery:

It is the view of Shell Exploration and Production Company that Paragraph 9 of the
Stipulated Conditional Dismissal does not limit the Environmental Bureau from using the data
obtained from Samedan Oil Corporation’s investigation of the subject lands in any related
proceeding. Accordingly, there should be no need to revise or eliminate Paragraph 9 from the
Stipulated Conditional Dismissal.

Very truly yours,
MILLER STRATVERT P.A.
/
/( - & A ’&‘\Q.Q_
J. Scott Hall
JSH/glb
cc:  Kathleen Phillips, Esq.
David Brooks, Esq.
W. Thomas Kellahin, Esq.
Carolyn Tillman, Esq.

Paul Owen, Esq.




. STATE OF NEW MEXICO :
ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT
‘OIL CON SERVATION DIVISION

IN THE MATTER OF THE HEARING

.- CALLED BY THE OIL CON SERVATION
- DIVISION FOR THE PURPOSE OF
CONSIDERING: ,

CASE NO. 13004
ORDER NO. R-11946

- IN THE MATTER OF THE HEARING CALLED BY THE NEW MEXICO OIL
- -CONSERVATION DIVISION, THROUGH THE ENVIRONMENTAL BUREAU .
CHIEF;. FOR AN ORDER DETERMINING THE RESPONSIBLE PARTY OR -
PARTIES AND ORDERING THE RESPONSIBLE PARTY OR PARTIES TO

CONDUCT DIVISION-APPROVED CORRECTIVE ACTION WITH RESPECT TO
A HYDROCARBON RELEASE; LEA COUNTY, NEW IVIEXICO S -

ORDER OF THE DIVISION
‘BY THE DIVISION B

“This case came on for hearing at 8:15 a.m. on March 13 and Apnl 10, 2003 at Santa
Fe, New Mexico, before Exammer Michael E. Stogner :

NOW oon this 28th day of April, 2003, the Division Director, havmg con51dered the -
record and the recommendations of the Exammer '

_ FINDS THAT

(1) Due publxc notice has been given, and the Division has Junsdlctlon of this
case and of the subject matter.

, - (2) By this Apphcatlon the Division seeks an order determining the respons1b1e -

party or parties for the release of hydrocarbons identified by the Division’s Environmental
Bureau Chief as a danger to public safety and the environment, located on the Moon State
lease within the North Hobbs Unit, in the W/2 NE/4 of Section 28, Township 18 South,
Range 38 East, NMPM, Lea County, New Mexico.

3) The respondmg parties, Samedan Oil Corporation (“Samedan”), Ocmdental
Permian Ltd. (“OXY™), and Shell Exploration and Production Company (“Shell”), all by and
through legal counsel, along with the D1v181on submitted a “Stipulated Conditional
Dismissal” prior to the April 10, 2003 hearing, Whlch should be mcorporated by reference
into this Order. .




'Case No. 13004
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(4)  Paragraph 9 on page 3 of the Stipulated Conditional Dismissal could be read
to restrict the Division’s use of information obtained during the course of the site
investigation to determine any party’s responsrbrhty for the release -

(5) °  Counsel for Samedan submitted a letter dated April 21, 2003 to the Division,
which should also be incorporated by reference into this Order, that disavows such areading; .
instead Samedan states that Paragraph 9 “...does not prevent [the Division] from using the -
data derived from ‘Samedan’s mvestrgatlon plan, ‘as defined in the Stlpulated Condrtronal .
o 'Drsmrssal in any related proceedmg : .

(6) Neither counsel for Shell nor counsel for OXY have made snmlar statements o
to the Division. . : :

(7)  Samedan’s concession that the Division may use the results of the
investigation to determine any party’s responsibility for the alleged contamination is very
helpful as to Samedan. However, as the Division executed the Stipulated Conditional
Dismissal, the effect of Samedan’s statement concern remains whether Shell or OXY share
tlns mterpretatron of the stipulation. : :

(8) - IfParagraph 9 of the Stipulated Condrtronal Dismissal, or anything else inthe .
‘proposed agreement, can be read as restricting the Division’s use of information obtained
during.the course of the site investigation to determine any party’s responsrblhty for the
release, the proposed agreement should be rejected. :

% As Shell and OXY were appnsed of the difficulty inherent in Paragraph 9,the .. -

Division should treat Samedan’s letter as representmg the position of all partres mcludrng
Shell and OXY. ,

(lO) To permit Shell and OXY to object to this reading of the circumstances, the
parties should be permitted to object to the terms of this Order within ten (10) days of
service. If an objection is received within ten (10) days of service of this Order, this Order
should be dissolved and a subsequent Order should be issued finding that the Stipulated
Conditional Dismissal is based on a matenal mrstake of fact and void, and reopemng this
matter for Division hearing. :

IT IS THEREFORE ORDERED_THAT:

_ ¢)) The Stipulated Conditional Dism issal, h'erein incorporated by reference into
this Order, of the parties shall be and is hereby accepted so long as Paragraph 9, or anything
else in the agreement, is not read to restrict the Division’s use of information obtained during -
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the course of the site investigation to determine any party’s responsibility for the release of
hydrocarbons identified by the Division’s Environmental Bureau Chieflocated on the Moon
State lease within the North Hobbs Unit in the W/2 NE/4 of Section 28, Township 18 South,
Range 38 East, NMPM, Lea County, New Mexico, or to otherwise act consistent with the
: Division’s Rules and Regulations, the New Mexico Oil and Gas Act, the Water Qualrty Act, :
- or other apphcable statutes and regulatrons : '

() - If, withine ten (10) days of service of this order on anyparty, that person informs -
the Division that Paragraph 9, or anything else, in the Stipulated Conditional Dismissal is . -
intended to restrict the Division’s use of information obtained during the course of the site
investigation to determine any party’s responsibility for the release, then this Order shall
become of no effect and a subsequent Order shall be issued finding that the Supulated
Conditional Dismissal is-based on a matenal mlstake of fact and v01d, and reopenmg this

_ matter for Division Hearmg S _

(3) - If within ten (10) days of service of this Order on any party, no objections to its
terms are received as described in Ordering Paragraph No. (2) above, then Division Case No.
' 13004 shall be and hereby will be dismissed and the terms of the Stipulated Conditional
- Dismissal and theletter of Samedan’s legal counsel, dated April 21, 2003, herein
incorporated by reference into this Order, shall govern the conduct of the parties henceforth -
excepted as otherwise described in Ordering Paragraph No. (1), above.- : -

(4) Junsdmtron of this case is retained for the entry of such ﬁthher orders as the -
Dmsmn may deem necessary

: DONE at Santa Fe, New Mexico, on rhe day and year hereinabove designated. = - -

- STATE OF NEW MEXICO
OIL CONSERVATION DIVISION:

YORI WROTENBERY
Director

SEAL
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April 21, 2003
VIA FACSIMILE

David Brooks, Esq.

Qil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources

1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Re:  NMOCD Case No. 13004; Application of the New Mexico Oil Conservation
Division, Through the Environmental Bureau Chief, for an Order Determining
the Responsible Party or Parties and Ordering the Responsible Party or Parties
to Conduct Division-Appraved Corrective Action With Respect to a4
Hydrocarbon Release; Lea County, New Mexico.

Dear Mr. Brooks:

Last week in a series of telephone calls and electronic mail messages we discussed Lori
Wrotenbery’s concem with paragraph 9 of the Stlpulated Conditional Dismissal which I sent to you
by letter dated April 8, 2003.

Samedan 011 Corporation agrees that Paragraph 9 of the Stipulated Conditional Dismissal does not
prevent the Bureau from using the data derived from Samedan's investigation plan, as defined in the
Stipulated Conditional Dismissal, in any related proceeding.

Samedan is prepared to submit its proposed investigation upon the Division's approva) of the

* Stipulated Conditional Approval. If you have any questions, please let me know.

Very truly yours,

aul R. Owen

cc:  Arnold J. Johnson, Esq. (via facsimile)
J. Scott Hall, Esq. (via facsimile)
W. Thomas Kellahin, Esq. (via facsimile)
Mr, Michael Stogner (via facsimile)

U<




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF THE NEW MEXICO
OIL CONSERVATION DIVISION,
THROUGH THE ENVIRONMENTAL
BUREAU CHIEF, FOR AN ORDER
DETERMINING THE RESPONSIBLE
PARTY OR PARTIES AND ORDERING
THE RESPONSIBLE PARTY OR
PARTIES TO CONDUCT DIVISION-
APPROVED CORRECTIVE ACTION
WITH RESPECT TO A HYDROCARBON
RELEASE; LEA COUNTY, NEW

MEXICO.
CASE NO. 13004

STIPULATED CONDITIONAL DISMISSAL

The responding parties, Samedan Oil C-ofporation, Occidenfal Permiém Ltd., and Shell
Exploration and Production Cbmpany, all by and through undersigned éounsel, submit this
vStipulated Conditional Dismissal. Based on one party’s commitment to commencing site
investigation, this matter should be dismissed and re-filed if the matter is not voluntarily
resolved:

The parties stipulate as follows:

1. Within Seven (7) days of the Division’s entry of this Stipulated Conditional
Dismissal, Samedan Oil Corporation will submit to the Environmental Bureau of the New
Mexico'f:v Qil Conservation Division (“Bureau”) a plan to investigate the extent of
contamination (“site investigation plan”) associated with the mobile home site identified by the

Bureau in the field notes taken by Mr. Bill Olson of the Bureau on January 25, 2000, and

attached hereto as Exhibit “A.”




2. Within 21 days bf the Bureau’s approval of the site investigation plan, Samedan
will pérform such work as is necessary to implement the site investigation plan.

3. Within 28 days of the Bureau’s approval of the site investigation plan, Samédan will
submit the results of the site investigation plan to the Bureau.

4. If, within 90 days of the Division’s receipt of the results of the site investigation
plan, one or all of the parties have not initiated such steps to remediate any hydrocarbon
contamination revealed by the results of the site investigation plan, then this case may be re-
filed. |

5. If any of the steps required in paragraphs 1 through 4 herein are not taken within
the time specified, or within such additional time as agreed to by the Bureau, this case may be
;e-ﬁled by the Bureau. In the event that this caéev is refiled, Samedan, Occidental Permian, and
Shell agree to pay (with each party paying an equal share) any costs incurred by the Division
associated with re-publication of notice in relation to that re-filing.

6. This Stipuléted Conditional Dismissal, and Samedan’s agreement to formulaie and
implement the site investigation plan herein, are not an agreement by Samedan or any other
party to take any steps to remediate the alleged contamination associated with the mobile home
site identified in Exhibit A.

7. This Stipulated Conditional Dismissal, and any party’s taking any steps as outlined
herein, are not assumptions of responsibility for any alleged contamination or r‘esponsible
person status by any party hereto.

8. No party shall use this Stipulated Conditional Dismissal, or any party’s taking any
steps as outlined herein, as evidence of any other party’s responsibility for any alleged

contamination or responsible person status.

STIPULATED CONDITIONAL DISMISSAL
Page 2




9. The results of the site investigation plan shall not be binding on any party to
determine any party’s responsibility for any alleged contamination or responsible person status.

10. This Stipulated Conditional Dismissal is in the best interests of all parties for the
following reasons:

a. It allows for the gathering of additional data to supplement the incomplete study
commenced by the Environmental Bureau;

b. It may resolve what may otherwise be a lengthy, time consuming and extremely
expensive contested hearing;

c. Despite the Environmental Bureau’s stated intention that this case not establish a
precedent, it may do so unless the case is dismissed without prejudice; |

d. It will allow the Division Exaniilier to maintain jurisdiction and allow the
Environmental Bureau to supervise, if necessary, the gaihering of additional data, without the
perceived bias to any party that may result from continuing the current case; and,

e. It demonstrates to the public that the Division is causing this case to move toward a
conclusion.
IT IS THEREFORE ORDERED THAT:

Case No. 13004 is hereby Dismissed WITHOUT PREJUDICE to the Bureau to re-file
this case under the conditions set forth herein.
DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO

OIL CONSERVATION DIVISION

LORI WROTENBERY
: Director
SEAL

STIPULATED CONDITIONAL DISMISSAL
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AGREED AND STIPULATED:

NEW MEXICO OIL CONSERVATION
DIVISION ‘

By %MkW

David Brooks

1220 South Saint Francis Drive

Santa Fe, New Mexico 87505-4000
(505) 476-3450

ASSISTANT GENERAL COUNSEL,
NEW MEXICO OIL CONSERVATION
DIVISION

MONTGOMERY & ANDREWS, P.A.

By /////wj
" Paul R. OWen 2@
Post Office Box
Santa Fe, New Mexico 87504-2307
(505) 982-3873

ATTORNEY FOR SAMEDAN OIL
CORPORATION

KELLAHIN & KELLAHIN

By

W. Thomas Kellahin, Esq.

Post Office Box 2265

Santa Fe, New Mexico 87504-2265

(505) 982-4285 :
ATTORNEY FOR OCCIDENTAL
PERIMIAN LTD.




AGREED AND STIPULATED:

NEW MEXICO OIL CONSERVATION
DIVISION

R : : By '

AU S 2 "™ David Brooks

o _ v . -1220 South Saint Francis Drive .
Santa Fe, New Mexico 87505-400Q
(505) 476-3450

ASSISTANT GENBRAL COUNSEL
NEW MEXICO OIL CONSERVATION
DIVISION

MONTGOMERY & ANDREWS, P.A.

By L
, Paul R. Owen '
- Post Office Box 2307 -
" Santa Fe, New Mexico 87504—2307
(505) 982.3873

ATTORNEY FOR ' SAMEDAN omw
CORPORATION -

. Thomas Kellahm,
\- Office Box 2265 s :
ta Fe, New Mezxico 87504-2265
(505) 9824285

| IR | : 'f- ATTORNEY  FOR * OCCIDENTAL.
o .v PERIMIAN LTD. - T
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MILLER, STRATVERT, P.A.

Co - :
By /(-3 %'&M % 03
: J. Scott Hall, Esq. ' ' '

Miller, Stratvert P.A.
Post Office Box 1986 -

~ Santa Re, New Mexico 87504-2265
(505) 989-9614 . ' : '
ATTORNEY FOR SHELL
EXPLORATION AND PRODUCTION
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Site Name

GENERAL INFORMATION
FOR
DIVISION HEARING
OCD CASE #1R167

Gary Johnson Residence Contamination/Moon State “A” Tank Battery

Location

Within the North Hobbs Unit in Section 28, Township 18 South, Range 38 East

The Gary Johnson residence is at - 1831 Mobile Rd.

Hobbs, NM

Summary of Regulatory Actions History

January 3, 2000

January 25, 2000

March 27, 2000

March 27, 2000

April 26, 2000

September 6, 2000

September 26, 2000

November 2, 2000

February 5, 2001

Mr. Gary Johnson filed a complaint of oil contaminated soil on his
property and abandoned flow line with paraffin under his mobile home.

OCD inspected site and sampled water well (BTEX, metals, cations and
anions). Water results below standards except Cadmium = 0.03 mg/1
(standard = 0.01 mg/l). Surface of the land around trailer house
contaminated with highly weathered asphaltic type oil (tank bottoms?).
Foot print of a former tank battery located on western fence line of
property. Flow line under trailer with oil and paraffin in line.

Notified Mr. Johnson of sample results. No oil & gas contamination in
water.

OCD required Altura submit information on battery site.
Occidental Permian response - name of site (“Moon A), map; unit
agreement attachment; Shell & Samedan prior operators; Shell
dismantled battery.

OCD required Shell submit information on battery site.

Shell request extension of deadline for information on battery site.
OCD grants extension.

Shell info - map of Samedan lease; North Hobbs Unit site map; unit
agreement attachment; Samedan Moon A & B hand drawn battery maps
(all acquired from Occidental Permian).

OCD required Samedan submit plan investigate extent of contamination.




February 23,2001  Samedan info — operated battery to February 1, 1980 (formation of North
Hobbs Unit); relinquished to Shell, battery intact; year or so later Shell
removed battery; Altura subsequent operator; Occidental Permian current
operator is responsible.

April 11, 2001 OCD notified Shell that they were most recent operator and dismantled
battery. Required Shell submit plan to investigate extent of
contamination.

May 3, 2001 Shell requests extension of deadline for submission of plan.

May 14, 2001 OCD approves Shell extension request.

June 18, 2001 Shell undated letter — Shell sold interest to Occidental Permian.

Occidental Permian is responsible party not Shell.

September 27,2001 OCD letter to Occidental Permian — notify that Shell & Samedan maintain
Occidental Permian as current operator is responsible; request
information/response from Occidental Permian.

October 12, 2001 OCD grants Occidental Permian verbal extension of deadline for response.

October 19, 2001 Occidental Permian response — pits & battery located here, Samedan
operated them; Samedan closed pits; Shell operated battery for approx. 1
year; Shell dismantled battery; never operated pits or battery; never had
spill at site; Samedan is responsible & maybe Shell for spills.

June 25, 2002 OCD samples surface soils — highly viscous oil approximately 6 inches to
1 foot below surface near tank pad; lab analyses show 352 — 16520 ppm
TPH, 0.234 ppm benzene, 0.0474-1.16 ppm ethylbenzene, 0.183-4.23 ppm
xylene.

Operational History

Samedan Oil Corporation operated the Moon “A” tank battery up until February 1, 1980.

Shell Oil Company purchased the lease from Samedan and operated the tank battery for |
approximately one year, then closed the battery.

Occidental Permian Ltd. has operated the North Hobbs Unit since 1997.




DOCKET NO. 06-03

DOCKET: EXAMINER HEARING - THURSDAY - MARCH 13, 2003
8:15 A.M. - 1220 South St. Francis
Santa Fe, New Mexico

Docket Nos. 08-03 and 09-03 are tentatively set for March 27,2003 and April 10, 2003. Applications for
hearing must be filed at least 23 days in advance of hearing date. The following cases will be heard by an
Examiner:

CASE 13014:  Application of Matador E & P Company for compulsory pooling, Lea County, New
Mexico. Applicant seeks an order pooling all mineral interests in the Tubb formation underlying the N/2 NE/4
of Section 8, Township 20 South, Range 37 East, forming a standard 80-acre oil spacing and proration unit for
any and all formations and/or pools spaced on 80-acre spacing, including but not limited to the Monument-Tubb
Pool. In addition, Applicant requests that in the absence of objection filed with the Division on or before
March 7, the Division order provide for a 200% risk factor penalty based upon the presentation of
technical data by affidavit. This unit is to be dedicated to its Laughlin “8” Well No. 1 to be drilled at a
standard well location in Unit A of this section. Also to be considered will be the costs of drilling and
completing said well and the allocation of the costs thereof as well as actual operating costs and charges for
supervision, designation of Matador Operating Company as the operator of the well and a charge for risk
involved in this well. This unit is located approximately 2 miles south of Monument, New Mexico. IN THE
ABSENCE OF OBJECTION THIS MATTER WILL BE TAKEN UNDER ADVISEMENT.

CASE 13006: Continued from February 20, 2003, Examiner Hearing.

Application of Chesapeake Operating, Inc. for compulsory pooling, Lea County, New Mexico. Applicant
seeks an order pooling all mineral interests from the surface to the base of the Mississippian formation
underlying the W/2 of Section 33, Township 14 South, Range 35 East, forming a standard 320-acre gas spacing
and proration unit for any and all formations and/or pools spaced on 320-acre spacing, including but not limited
to the Morton-Mississippian Gas Pool. In addition, Applicant requested that in the absence of objection
filed with the Division on or before February 14, the Division order provide for a 200% risk factor
penalty based upon the presentation of technical data by affidavit. This unit is to be dedicated to its
Markham *“33” Well No. 1 which has been drilled and completed at a standard well location in Unit A of this
section. Also to be considered will be the costs of drilling and completing said well and the allocation of the
costs thereof as well as actnal operating costs and charges for supervision, designation of applicant as the
operator of the well and a charge for risk involved in this well. This unit is located approximately 3 miles
northwest of Loving, New Mexico. IN THE ABSENCE OF OBJECTION THIS MATTER WILL BE
TAKEN UNDER ADVISEMENT.

CASE 13015:  Application of Paladin Energy Corp. for approval of a Unit Agreement, Lea County,
New Mexico. Applicant secks approval of the Paladin W olfcamp-Pennsylvanian Exploratory Unit for an area
comprising 80 acres of state and fee lands in Sections 35 and 36 of Township 13 South, Range 37 East, which is
located approximately 9 miles east of McDonald, New Mexico.

CASE 13016:  Application of Paladin Energy Corp. for an unorthodox gas well location, Lea County,
New Mexico. Applicant seeks approval of an unorthodox well location in the Pennsylvanian and Wolfcamp
formations, King-Wolfcamp Pool, for its State “C” Well No. 1 to be re-entered and re-completed from the
Devonian to the Wolfcamp formation at an unorthodox well location 1550 feet from the North line and 10 feet
from the West line of said Section 36, Township 13 South, Range 37 East. Said well is located approximately 9
miles east of McDonald, New Mexico.

CASE 13017:  Application of OXY USA WTP Limited Partnership for compulsory pooling, Lea
County, New Mexico. Applicant seeks an order pooling all mineral interests in all formations in the following
described spacing and proration units located in Section 8, Township 22 South, Range 38 East: the N/2 for all
formations and/or pools developed on 320-acre spacing; the NE/4 for all formations and/or pools developed on
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160-acre spacing which includes the Undesignated Tubb Qil and Gas Pool ; and the SW/4 NE/4 for all
formations and/or pools developed on 40-acre spacing which includes but is not necessarily limited to the
Undesignated Wantz-Granite Wash Pool, Undesignated South Brunson Drinkard-Abo Pool, Undesignated Tubb
Oil and Gas Pool, Undesignated Blinebry Oil and Gas Pool and Undesignated Paddock Pool. Applicant
proposes to dedicate the pooled units to its Brabant Well No. 1 to be drilled at a standard gas well location 1980
feet from the North and East lines of said Section 8. Also to be considered will be the cost of drilling and
completing said well and the allocation of the cost thereof as well as actual operating costs and charges for
supervision, designation of applicant as operator of the well and a charge for risk involved in drilling said well,
Said area is located approximately 6 miles southeast of Eunice, New Mexico.

CASE 13008: Readvertised

_Amended Application of Yates Petrolenm Corporation for simultaneous dedication, Chaves County, New
Mexicoe. Applicant in the above-styled cause seeks an exception to Division Rule 104.C.(2)(b) to permit the
simultaneous dedication of the following wells to an existing 320-acre spacing and proration unit for production
from the Silurian Devonian, Strawn, Cisco and Wolfcamp formations, comprised of the N/2 of Section 5,
Township 10 South, Range 26 East:

Al Quiniela AXQ State Well No. 1 located at a standard gas well location in the NW/4 of
Section §;

B. Quiniela AXQ State Well No. 2 located at a standard gas well location 1980 feet from the
North and East lines (Unit G) of Section 5, and

C. Quiniela AXQ State Well No. 3 located at a standard gas well location 660 feet from the
North line and 1650 feet from the East line (Unit B) of Section 5.

Said area is located approximately 17 miles East of Roswell, New Mexico.

CASE 13018: Application of Yates Petroleum Corporation for approval of a Unit Agreement, Eddy
County, New Mexico. Applicant secks approval of the Arley Federal Exploratory Unit for an area comprising
2960.97 acres of Federal and Fee lands in portions of Sections 1 and 12 of Township 20 South, Range 21 East,
and Sections 6, 7, and 18 of Township 20 South, Range 23 East, which is located approximately 15 miles south
of Hope, New Mexico.

CASE 13019:  Application of Yates Petroleum Corporation for approval of a Unit Agreement, Lea
County, New Mexico. Applicant secks approval of the Caviness State Exploratory Unit for an area comprising
1280 acres of State of New Mexico lands in Sections 27 and 34 of Township 16 South, Range 33 East, which is
located approximately 7 miles northeast of Maljamar, New Mexico.

CASE 13020: Application of Yates Petroleum Corporation for adoption of special pool rules, Lea
County, New Mexico. Applicant seeks adoption of Special Pool Rules and Regulations for the Salt Lake-
Delaware Pool located in the SE/4 of Section 14, Township 20 South, Range 32 East, including provisions for
80-acre oil spacing. Said pool area is located approximately 1 mile North of Halfway, New Mexico.

CASE 12998:  Continued from February 20, 2003, Examiner Hearing.

Application of NGX Company for compitlsory pooling and a non-standard gas spacing and proration unit,
Eddy County, New Mexico. Applicant seeks an order pooling all mineral interests from the surface to the base of
the Atoka formation underlying the SE/4 of Section 21, Township 22 South, Range 27 East, to form a non-standard
160-acre gas spacing and proration unit for any formations and/or pools developed on 320-acre spacing within that
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vertical extent. The unit is to be dedicated to the Boggs Fee Well No. 1, located in the NE/4 SE/4 of Section 21,
which is to be re-entered and re-completed. Also to be considered will be the cost of re-entering and re-completing
the well and the allocation of the cost thereof, as well as actual operating costs and charges for supervision,
designation of applicant as operator of the well, and a charge for the risk involved in re-entering and working over
the well. The unit is Jocated approximately 4% miles southeast of Carlsbad, New Mexico.

CASE 13021:  Application of Mewbourne Qil Company for compulsory pooling, Eddy County, New
Mexico. Applicant seeks an order pooling all mineral interests from the base of the Wolfcamp formation to 100 feet
below the base of the Morrow formation underlying the S/2 of Section 1, Township 22 South, Range 27 East, to form
a standard 320-acre gas spacing and proration unit for any and all formations and/or pools developed on 320-acre
spacing within that vertical extent, including but not limited to the Undesignated East Carlsbad-Strawn Gas Pool and
Undesignated East Carlsbad-Morrow Gas Pool. The unit is to be dedicated to applicant's Otis "1" Well No. 1,10 be
drilled at an orthodox location in the SW/4 SE/4 (Unit O) of Section 1. Also to be considered will be the cost of
drilling and completing the welil and the allocation of the cost thereof, as well as actual operating costs and charges
for supervision, designation of applicant as aperator of the well, and a charge for the risk involved in drilling and
completing the well. The unit is located approximately 5 miles east of Carlsbad, New Mexico.

CASE 12957:  Reopened

Application of Nadel and Gussman Permian, L.L.C. for compulsory pooling, Eddy County, New Mexico.
Applicant seeks to amend Division Order No. R-11868 to pool additional interest owners, by pooling all mineral
interests from the surface to the base of the Morrow formation underlying the B/2 of Section 35, Township 23 South,
Range 27 East, to form a standard 320-acre gas spacing and proration unit for any and all formations and/or pools
developed on 320-acre spacing within that vertical extent, including but not limited to the Undesignated Southeast
Loving-Atoka Gas Pool and the Undesignated Black River-Morrow Gas Pool. The unit is to be dedicated to
applicant's Palo Duro Well No. 1, to be drilled at an orthodox location in the NE/4 SE/4 (Unit I) of Section 35. Also
to be considered will be the cost of drilling and completing the well and the allocation of the cost thereof, as well as
actual operating costs and charges for supervision, designation of applicant as operator of the well, and a charge for
the risk involved in drilling and completing the well. The unit is located approximately 3% miles southwest of
Loving, New Mexico.

CASE 13010:  Continued from February 20, 2003, Examiner Hearing.

Application of Concho Qil & Gas Corp. for compulsory pooling, I .ea County, New Mexico. Applicantseeks an

order pooling all mineral interests from the surface to the base of the Morrow formation underlying the N/2 of
Section 28, Township 19 South, Range 34 East, to form a standard 320-acre gas spacing and proration unit for any
formations and/or pools developed on 320-acre spacing within that vertical extent, including but not limited to the
Quail Ridge-Morrow Gas Pool. The unit is to be dedicated to applicant's Codomniz Fed. "28" Well No. 1, to be
located at an orthodox location in the NW/4 NW/4 of Section 28. Also to be considered will be the cost of drilling
and completing the well and the allocation of the cost thereof, as well as actual operating costs and charges for
supervision, designation of applicant as operator of the well, and a charge for the risk involved in drilling and
completing the well. The unit is located approximately 17%; miles west of Monument, New Mexico.

CASE 13011:  Continued from February 20, 2003, Examiner Hearing,

Application of Concho Oil & Gas Corp. for compulsery pecling, Lea County, New Mexico. Applicant seeks an
order pooling all mineral interests from the surface to the base of the Morrow formation underlying the S/2 of Section
28, Township 19 South, Range 34 East, to form a standard 320-acre gas spacing and proration unit for any
formations and/or pools developed on 320-acre spacing within that vertical extent, including but not limited to the
Undesignated Quail Ridge-Morrow Gas Pool. The unit is to be dedicated to applicant's Codorniz Fed. "28" Well No.
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2, to be located at an orthodox location in the NW/4 SW/4 of Section 28. Also to be considered will be the cost of
drilling and completing the well and the allocation of the cost thereof, as well as actual operating costs and charges
for supervision, designation of applicant as operator of the well, and a charge for the risk involved in drilling and
completing the well. The unit is located approximately 17% miles west of Monument, New Mexico.

CASE 13022:  Application of Pogo Producing Company for approval of a pilot pressure maintenance
project and to qualify the project for the recovered oil tax rate pursuant to the Enhanced Qil Recovery Act,
Eddy County, New Mexico. Applicant seeks approval to institute a pilot pressure maintenance project in the Lost
Tank-Delaware Pool on State Lease LH-1523, comprising the SE/4 of Section 2, Township 22 South, Range 31 Fast,
by the injection of water into the State "2" Well No. 5, located in Unit P of Section 2. Applicant further seeks to
qualify the project for the recovered oil tax rate pursuant to the "New Mexico Enhanced Oil Recovery Act" (Laws
1992, Chapter 38, Sections 1 through 5). The project area is located approximately 28 miles east of Carlsbad, New
Mexico.

CASE 13023:  Application of Pogo Producing Company for an exception to Division rules to allow two
operators in a single well unit, or in the alternative, for two non-standard gas spacing and preration units,
Eddy County, New Mexico. Applicant seeks an order allowing it to operate its proposed State "19" Com. Well No.
2, and allowing Atasca Resources, Inc. to operate its State "19" Com. Well No. 1, both in the McMillan-Morrow Gas
Pool. All of Section 19, Township 20 South, Range 27 East, will be dedicated to the two wells. IN THE
ALTERNATIVE, applicant seeks an order creating two non-standard gas spacing and proration units in the
McMillan-Morrow Gas Pool, one comprising the N/2 of Section 19 to be dedicated to the State "19" Com. WellNo.
1 located in Unit F of Section 19, and the other comprising the S/2 of Section 19 to be dedicated to the State "19"
Com. Well No. 2 to be located in Unit L of Section 19. The unit is located approximately 6Y2 miles east-southeast of
Seven Rivers, New Mexico.

CASE 12967: Continued from February 6, 2003, Examiner Hearing.

Application of BP America Production Company for Surface Commingling, Eddy County, New Mexico.
Applicant seeks authority to surface commingle gas production from the Little Box Canyon-Morrow, Indian
Loafer Draw-Upper Pennsylvanian, Strychnine Draw-Atoka and Strychnine Draw-Strawn Gas Pools within
certain wells it operates located on Federal Leases No. NMNM-93457 and NMNM-25336, which comprise all
or portions of Sections 22, 25, 26 and 35, Township 20 South, Range 21 East, and on the Little Box State Lease,
located on all or portions of Section 36, Township 20 South, Range 21 East. These wells are located
approximately 18 miles south of Hope, New Mexico.

CASE 12968: Continued from February 6, 2003, Examiner Hearing.

Application of BP America Production Company for Surface Commingling, Eddy County, New Mexico.
Applicant seeks authority to surface commingle gas production from the Little Box Canyon-Morrow and Indian
Loafer Draw-Upper Pennsylvanian Gas Pools within certain wells it operates located on Federal Leases No.
NMNM-82831, NMNM-88085, and NMNM-27451 which comprise all or portions of Section 31, Township
20.5 South, Range 22 East, Section 6, Township 21 South, Range 22 East, and Section 1, Township 21 South,
Range 21 East, and on the Little Box State and Sweet Thing “36” State Leases, located on all or portions of
Section 36, Township 20 South, Range 21 East, and Section 36, Township 20.5 South, Range 21 East. These
wells are located approximately 18 miles south of Hope, New Mexico.

CASE 13024: Application of Trilogy Operating, Inc. for compulsory pooling, Lea County, New
Mexico. Applicant seeks an order pooling all mineral interests from the surface to the base of the Silurian
formation in the NW/4 SE/4 of Section 11, Township 19 South, Range 38 East, including but not necessarily
limited to the Wildcat Seven Rivers/Y ates, the Wildcat Blinebry, the Wildcat Tubb, the Wildcat Drinkard-Abo,
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and the Wildcat Silurian oil pools. Applicant proposes to dedicate these pooled units to its proposed Selman
Well No. 1, to be drilled at a standard oil well location in the NW/4 SE/4 of said Section 11. Also to be
considered will the cost of drilling and completing said well and the allocation of the cost thereof as well as
actual operating costs and charges for supervision, designation of applicant as operator of the well and a charge
for risk involved in drilling said well. Said area is located approximately 1 mile south of the city limits of
Hobbs, New Mexico.

CASE 13025:  Application of the New Mexico Oil Conservation Division through the Environmental
Bureau Chief to revoke the permit of Crawford Treating Company to operate an Oil Treatment Plant;
Lea County, New Mexico. The Applicant seeks an order rescinding the permit of Dwight Crawford d/b/a
Crawford Treating Company to operate an oil treating plant located in the NW/4 NW/4 of Section 12, Township
20 South, Range 38 East, in Lea County, New Mexico. Applicant further seeks an order requiring the former
operator to clean up and reclaim the site of such previously operated facility, and in the event of his failure to do
so, authorizing the Division to clean up and reclaim the site and forfeiting the operator's bond.

CASFE 13026: Application of the New Mexico Oil Conservation Division through the Environmental
Bureau Chief to revoke the permit of Am-Bett Oil Company, Inc. to operate an Oil Treatment Plant; Lea
County, New Mexico. The Applicant seeks an order rescinding the permit of Am-Bett Oil Company, Inc. to
operate an oil treating plant located in Lot 6 of Section 3, Township 21 South, Range 37 East, in Lea County,
New Mexico. Applicant further seeks an order requiring the former operator to clean up and reclaim the site of
such previously operated facility, and in the event of its failure to do so, authorizing the Division to clean up
and reclaim the site and forfeiting the operator's bond.

CASE 13027:  Application of the New Mexico Oil Conservation Division through the Environmental
Bureau Chief to revoke the permit of Jamar, Inc. to operate an Oil Treatment Plant; Lea County, New
Mexico. The Applicant seeks an order rescinding the permit of Jamar, Inc. o operate an oil treating plant
located in the NE/4 NE/4 of Section 8, Township 20 South, Range 37 East, in Lea County, New Mexico.
Applicant further seeks an order requiring the former operator to clean up and reclaim the site of such
previously operated facility, and in the event of its failure to do so, authorizing the Division to clean up and
reclaim the site and forfeiting the operator's bond.

CASE 13004: Continned from February 6, 2003, Examiner Hearing,

Application of the New Mexico Oil Conservation Division, through the Environmental Bureau Chief, for
an Order Determining the Responsible Party or Parties and Ordering the Responsible Party or Parties to
Conduct Division-Approved Corrective Action with respect to a Hydrocarbon Release; Lea County, New
Mexico. The Applicant seeks an order determining the responsible parties with respect to a release of
hydrocarbons identified as a danger to public safety and the environment, located on the Moon State "A" lease
1in the North Hobbs Unit, in Section 28, Township 18 South, Range 38 East, NMPM, Lea County, New Mexico.

CASE 13028: In the matter of the hearing called by the Oil Conservation Division for an order
creating and extending certain pools in Chaves and Eddy Counties, New Mexico.

(a) CREATE a new pool in Eddy County, New Mexico classified as a gas pool for Morrow production
and designated as the Southwest Black River-Morrow Gas Pool (Pool Code 97255). The discovery well is the
Rubicon Oil & Gas, LLC Jake State Well No. 3 (API No. 30-015-32340) located in Unit K of Section 36,
Township 24 South, Range 26 East, NMPM. Said pool would comprise:
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TOWNSHIP 24 SOUTH, RANGE 26 EAST, NMPM
Section 36: W/2

(b) CREATE a new pool in Eddy County, New Mexico classified as a gas pool for Strawn production and
designated as the Southwest Diamond Mound-Strawn Gas Pool (Pool Code 97254). The discovery well is the
Devon Energy Production Company Carbon Valley “14” Federal Well No. 2 (API No. 30-015-30973) located
in Unit F of Section 14, Township 16 South, Range 27 East, NMPM. Said pool would comprise:

TOWNSHIP 16 SOUTH, RANGE 27 EAST, NMPM
Section 14: W/2

(©) CREATE a new pool in Eddy County, New Mexico classified as a gas pool for Bone Spring
production and designated as the Paduca-Bone Spring Gas Pool (Pool Code 97252). The discovery well is the
Chevron U.S.A., Inc. Cotton Draw Unit Well No. 90 (API No. 30-015-31889) located in Unit D of Section 36,
Township 24 South, Range 31 East, NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 31 EAST, NMPM
Section.36: NW/A4

(d) EXTEND the North Cedar Lake-Morrow Gas Pool (Peol Code 74600) in Eddy County, New Mexico
to include:.

TOWNSHIP 17 SOQUTH, RANGE 31 EAST, NMPM
Section. 29: N/2.

(e) EXTEND the Crow Flats-Morrow Gas Pool (Pool Code 75720) in Eddy County, New Mexico to
include:

TOWNSHIP 16 SOUTH, RANGE 27 EAST, NMPM
Section.34: E/2

TOWNSHIP 17 SOUTH., RANGE 27 EAST, NMPM
Section 3. NE#4

€ EXTEND the Northwest Foor Ranch-Wolfcamp Gas Pool (Pool Cede 97066) in Chaves County, New
Mexico to include:

TOWNSHIP 9 SOUTH, RANGE 26 EAST, NMPM
Section 9: E2

() EXTEND the Fren-Cisco-Canyon Pool (Paeel Cede 97126) in Eddy County, New Mexico to include:

TOWNSHIP 17 SOUTH, RANGE 31 EAST, NMPM
Section 10: W/2

)] EXTEND the North Hackberry-Morrow Gas Pool (Pool Code 96785) in Eddy County, New Mexico to
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TOWNSHIP 19 SOUTH, RANGE 30 EAST, NMPM
Section 12: E/2

i) EXTEND the Kennedy Farms-Morrow Gas Pool (Pool Code 79520) in Eddy County, New Mexico to
include:

TOWNSHIP 17 SOUTH, RANGE 26 EAST, NMPM
Section 28: W/2

)] EXTEND the North McMillan-Morrow Gas Pool (Pool Code 81240) in Eddy County, New Mexico to
include:.

TOWNSHIP 19 SOUTH, RANGE 27 EAST, NMPM
Section 33: N/2

(k) EXTEND the Pecos Slope-Abo Gas Pool (Pool Code 82730) in Chaves County, New Mexico to
include:

TOWNSHIP 10 SQUTH., RANGE 26 EAST, NMPM
Section 3: NW4.

()] EXTEND the Turkey Track-Atoka Gas Pool (Pool Code 86445) in Eddy County, New Mexico to
include:

TOWNSHIP 18 SOUTH, RANGE 29 EAST, NMPM
Section 3: SW/4
Section4: §/2

IN THE ABSENCE OF OBJECTION, THIS CASE WILL BE TAKEN UNDER ADVISEMENT.




NEW MOXICO ENERGY, MINBRALS and
NATURAL RESOURCES DEPARTMENT

RICHARDSON - : ....Lori Wrotenbery

BILL
. Governor . ) . . y . Director. .
Joanna Prukep February 4, 2003 , 0il Conservation Division

Cabinet Secretary

Mr. J. Scott Hall
Miller, Stratvert & Torgeson, P.A.
P.O.Box 1986

Santa Fe, NM 87504-1986

Paul R. Owen »
Montgomery & Andrews
P.O.Box 2307

Santa Fe, NM 87504-2307

Mr. W. Thomas Kellahin
Kellahin and Kellahin
P.O.Box 2265

Santa Fe, NM 87504-2265

Re: Case No. 13004; Application of the New Mexico Oil conservation Division for
an Order Determining the Responsible Part or Parties, Etc; Lea County, -
New Mexico E

Gentlemen:

The NMOCD agrees to the thirty-day continuance requested by Shell. That would move
the case to the March 13 examiner docket.

In the absence of significant progress toward a settlement, or other compelling
considerations, we are reluctance to agree to a longer continuance.

~ Should you have any questions, please call me at (505)-476-3450.

Very truly yours,

David K. Brooks
Assistant General Counsel

ec:  William C. Olson _

Qil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New. Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www,.emnrd.state.nm.us
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. - STATE OF NEW MEXICO .© - L
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES SR
OIL CONSERVATION DIVISION

H\TTI-IE.MATI'EROFTHEMATTEROFTHEHEARNG
- -, CALLED BY THE OIL CONSERVATION DIVISION :
_ FOR THE PURPOSE OF CONSIDERING-

o APPLICATION OF TI-IE NEW MEXICO OIL CONSERVATION
. DIVISION FOR AN ORDER DETERM]NING THE RESPONSIBLE '
' PARTY OR PARTIES AND ORDERING THE RESPONSIBLE
PARTY OR PARTIES TO CONDUCT DIVISION-APPROVED - -
CORRECTIVE ACTION WITH RBQUEST TO AHYDROCARB ON

RELEASE LEA COUNTY, NEW MEXICO ‘ L
- CASE NO. 13004

'SLERQENA;MLCE&I‘EQM
TO:. The New Mexico 011 Conservauon Diwsxon a.nd its Envuonmen’tal Bureau Chzef ,
c/o David Brooks ' . . . '
Assistant General Counsel
- New Mexico Oil Conservation Dmsxon
1220 South St. Franms Drive Co

Santa Fe, Ncw Mexxco 87505 ‘
 Pursuait to Section 70-2-8, NMSA (1978), and Rale 1211 of the New Mexico
. 011 Conssrvauon Dmsion s Rules of Proccdurc, you are hereby ORDI:RED 10 appear
: -at 9: 00 a.m., February 10, 2003, at the ofﬁces of the Oil Conservatlon Dmsion, 1220 | .
-South St. Francxs Dnve, Sa.nm Fe New Mexico 87505 and to produce and make o
" available to Shell Explorauon and Productxon Company (“Shell”) tmd its auomey.
Scotr. Hall, for copying, fhe documents and items speclfied below. .
| This subpoena is lssued on apphcauon of Shell Explora‘aon and Production. -
: Company through their attorneys Mﬂler Strathrt P A Post Ofﬁce Box 1986, Santa

Fe, New Mexico 87504.

All documents and other materials relating to the following:
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¥

The occurrence of the “highlj wedthered a'sphalﬁc .type' oil” referfed to in. .

Paragraph 20f the Apphcauon For Compha.nce Order (“Apphcauo ™).

, '.The Dmszon s determmauon, xf any, that the asphaluc typc oil” referred to in

Paragraph 2 of the Apphcahon Fo: Compliance Ordm', (“Apphcauon ) occm:red. |

| Iasatesultofanyoftheacuwtesreferencedmm 153116A1NMAC .
The areal extent and location, both vertically and horizontally, of the f_‘asphgiﬁc

‘type oil”. | ” : _ | | ‘

. The' laboratory analyses and underlymg data referred to in Paragraph 2 of the " |
' Apphcanon. | _ ‘ . I. _ |

I“I_le location of the tank battery and pits teferred to m Paragraph 2 of the

| Apphcauon | ' \. | |

. The ownersth and operarﬁou of the Moon State “A™ lease and the tank battery -
. referred to in Paragraph 3 of the Apphcation. .

The allegatxon in Paragraph 4 of. the Applmatxon that Shell oPerated the tank '

| battery on Mt. Johnson 8 property for approxxmately one yeat prior to causmg the

| ‘ tank battery to be d1smantled . ' '

~ The detemunanon of responsxble persons by the Dmsxon and/or the D1vis:on s
| Enwronmental Bureau referred to in Paxagraph 9 of the Apphcauon, and any
other similar determination related to the property that is the subJect of the |

' Apphcauon, |

-

The potential danger to public health and ‘the environment referred to in Paragraph -

6 of the Application.

¢gluvoe
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The determmattons or asseruous in the adVemsement in Docket No. 03-03 for
Cue No 13004 of a “release” of hydrocarbons and of “a danger to pubhc safety

and the envirOnmcnt”
The rulemalcmg procecdmgs for 19, 15 3 116 and 19 15.1. 7R(5) NMAC ofthc

Dmsxon s Rules and Regulauons

Dated y of January 2003.
NEW MEXICO OIL CON SERVATION DIVISION

EPUILA
ri Wrotenbexy,
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- STATE OF NEW MEXICO | -
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES .
, OIL CONSERVATION DIVISION -
]N'I'HE MATTER OF THE MATTER OF THE HEARING
- CALLED BY THE OIL CONSERVATION DIVISION .
‘FOR THE PURPOSE OF CONSIDERING:
APPLICATION OF THE NEW MEXICO OIL CONSERVATION
DIVISION FOR AN ORDER DETERMINING THE RESPONSIBLE

PARTY OR PARTIES AND ORDERING THE RESPONSIBLE
PARTY OR PARTIES TO CONDUCT DIVISION-APPROVED

CORRECTIVE ACTION-WITH REQUEST TO A HYDROCARBON
RELEASE LEA COUNTY, NEW MEXICO

CASENO. 13004
'.T 0 CE
' SHELL EXPLORATION AND PRODUCTION COMPANY (“Shell”), through its |
counsel, hereby moves that the D1v1s1on enter its order co:ztmumg the hearmg in tlus matter from’ |
the February 6, 2003 Exammer hearmg docket to the March 6, 2003 hearmg dockct, or a later
| date as the Examiner may determme As grounds for this monon, Shell states: ‘
L In it§ Apphcatlon, the D1v1$10n seeks the entry of an order inter alia detenmnmg that E
three parhes are ‘reSponsxble persons” for a clalmed hydrocarbop releaseand,further- -'
' orders each or all of them to submit a corrective action plan. | |
2. 'I’he Application- and the relxef rcquested tberem present matters of first unpressmn'
. before this agency. As a consequence, the Application u'nphcates novel 1ssues that
.may obhgate the parties to test the junsdicﬁoual and procedural premises of the
proceedmg by way of d;sposmve motions., |
3. Iun addition to giving rise to the fquesﬁens" of law discussed ebove,' a number of fact

issuesvare also apparent on the face of the Application that will require Shell, and
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11ke1y othcrs, to undettake ﬁuther investigation and d1scovery There i 1s msufﬁcwnt

. time before the scheduled Febnmy 6t hearing date to conduct the mveshgacuons and B

mscovery In this regard, Shell is rcqucstmg the Division Dzrector to 1ssue a subpoena‘

duces tecum for the producmon of matcnals related to a number of the ass emons »
o stated in the APPllCﬂtlon- ‘The subpoena- calls for-the producuon of such matenals on’ L

February 10, 2003 Untll the Dmsmn s Apphcanon was ﬁled, none of the pamas

had the ab111ty to request the issuance of subpoenas under the D1v1510n s rules.

. AAs th1s may become a precedent-settmg case thh w1de—rangmg imphcanons, Shell

and, it 1s bcheved, all the other parues wmh to prepare for and schedule the

'proceedmg so that cach party is afforded a full and fair hearmg Accordmgly, Shell' o
~ has requested the Exammer to convene a pre-heanng conference to disouss the i issues, -

' scheduling and the presentatlon of the case as is often done in proceedmgs that are

percelved to Be important.

. There is msuﬁicmnt time before the February 6, 2003 Examiper heanng docket to

accomplish all of the foregomg matters. -

. Counsel for Occldental Permmn Ltd. has beem contacted and coneurs with this

monon The poss1b1hty of a continuance has been dxscussed with counsel for the
Division, but neither concurrence nor opposition has been indicated. To our

knowledge, 10 counsel has entered an appearance on behalf ‘of Samedan Oil

Corpdraﬁdn or any other party.

WHEREFORE, Shell Explofatién and Production Company requests thg. Division enter |

its order continuing the February 6, 2003 hearing in this matter to thé March 6, 2003 Examiner

hearing dockst, or to a subsequent date as the Examiner may direct.
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Respectfully submitted,

By: 1. \ uo"d\ ’\,Q"v(.&
', MILLER STRATVBRT PA.- '
J. Scott Hall, Esq. " o

Post Office Box: 1986 ‘
. Santa Fe, New Mexico 87505—1 986

. ATTORNEYS FOR SHELL
'EXPLORATION AND PRODUCTION
COMPANY :

ific rvice

I hereby certify that a true and correct copy of the foregomg was dehvered via facsnmle
- to the following on theMay of January 2003, as follows - . .

David K. Brooks Esq.

1220 South St. Francis Drive
NewMexico Oil Conservation Dmsmn
Santa Fe, New Mex1co 87505

W. Thoinas Kellah.m, Esq.
Post:Office Box 2265 . .
Santa Fe, New Mexico 87504-2265

sm««ux

J Scott Hall




January 13, 2003

Samedan Oil Corporation

Attn: Thomas D. Dopler, Jr.
12600 Northborough, Suite 250
Houston, TX 77067-3299

Shell E&P Company
Attn: Wayne Hamilton
Rm. 4304 Woodcreek
200 N. Dairy Ashford
Houston, TX 77079

Occidental Permian Ltd.
Attn: Michael Starrett
P.O.Box 7294

Houston, TX 77210

CERTIFIED MAIL

Re: Case No.
Application of the New Mexico Oil Conservation Division, through the
Environmental Bureau Chief, for an Order Determining the Responsible
Party or Parties and Ordering the Responsible Party or Parties to Conduct
Division-Approved Corrective Action with respect to a Hydrocarbon
Release; Lea County, New Mexico.

Gentlemen:

You and your client are hereby notified that the New Mexico Oil Conservation Division
has filed the referenced Application, a copy of which is enclosed herewith, seeking an
order determining that Samedan Oil Corporation, Shell Oil Company and Occidental
Permian Ltd., and each of them, is a responsible person with respect to a hydrocarbon
release identified on the surface property of Gary Johnson at 1831 Mobile Road, Hobbs,
Lea County, New Mexico, and ordering each of said entities to submit a plan for
corrective action, and to conduct corrective action in accordance with a division-
approved plan.

A hearing on this Application will take place before a Division hearing officer on
Thursday, February 6, 2003, at 8:15 a.m., in the Division Hearing Room, First Floor,
1220 South St. Francis Drive in Santa Fe, New Mexico. At that hearing you will have an




opportunity to show cause why an order should not be entered as requested in the
Application.

Should you have questions, you may contact the undersigned in the Santa Fe office of the
Oil Conservation Division, at (505)-476-3450. Alternatively, you may contact William
C. Olson, Sr. Hydrologist for the Division, at (505)-476-3491.

Very truly yours,

/2
David K. Brooks
Assistant General Counsel

cc: Mr. Rod M. Schumacher
Attorney at Law
Atwood, Malone, Turner & Sabin
P.O. Drawer 700
Roswell, NM 88202-0700

Mr. Scott Hall

Attorney at Law

Miller, Startvert & Torgerson, P.A.
P.O.Box 1986

Santa Fe, NM 87504-1986

Mr. Patrick B. McMahon
Attorney at Law

Heidel, Samberson et al.
P.O. Drawer 1599
Lovington, NM 88260

Mr. Gary Johnson
1500 Tasker Rd.
Hobbs, NM 88240

ec: Mr. William C. Olson, OCD




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION,
THROUGH THE ENVIRONMENTAL BUREAU CHIEF, FOR AN ORDER
DETERMINING THE REPONSIBLE PARTY OR PARTIES AND ORDERING
THE RESPONSIBLE PARTY OR PARTIES TO CONDUCT DIVISION-
APPROVED CORRECTIVE ACTION WITH RESPECT TO A HYDROCARBON
RELEASE; LEA COUNTY, NEW MEXICO

CASE NO.

APPLICATION FOR COMPLIANCE ORDER

1. On January 3, 2000 Mr. Gary Johnson filed a complaint of oil-
contaminated soil on his property located at 1831 Mobile Rd in the City of Hobbs, New
Mexico. Said property is located within the North Hobbs Unit in Section 28, Township
18 South, Range 38 East, Lea County, New Mexico.

2. An OCD investigation determined that the surface of the land around Mr.
Johnson’s trailer house at the above-referenced property is contaminated with highly
weathered asphaltic type oil. The footprint of a former oilfield tank battery associated
with the Moon State “A” lease is located on the western fence line of the property.
Highly viscous oil can be found approximately 6 inches to 1 foot below the surface of the
ground. Laboratory analyses show that the contaminated soils contain 352 — 16520 parts
per million (ppm) of total petroleum hydrocarbons (TPH); up to 0.234 ppm of benzene;
0.0474 — 1.16 ppm of ethylbenzene; and, 0.183 - 4.23 ppm of xylene. Information filed

with the OCD also indicates that there were pits associated with the tank battery.



3. Samedan Oil Corporation ("Samedan") was the operator of the Moon State
A lease prior to February 1, 1980. On information and belief, the Division alleges that
Samedan constructed and operated a tank battery on Mr. Johnson's property that is the
probable source of the existing contamination.

4. On February 1, 1980, the Moon State "A" lease was incorporated into the
North Hobbs Unit, and Shell Oil Corporation ("Shell") assumed operation of the
property. On information and belief, the Division alleges that Shell operated the tank
battery on Mr. Johnson's property for approximately one year prior to causing the said
tank battery to be dismantled.

5. In 1997, Occidental Permian Ltd., f/k/a/ Altura Energy Ltd., ("Occidental
Permian") assumed operation of the North Hobbs Unit, including the Moon State "A"
lease.

6. The above-described hydrocarbon contamination constitutes a potential
danger to public health and the environment.

7. OCD Rule 116.D [19.15.3.166.D NMAC] provides:

D. Corrective Action. The responsible person must complete

Division approved corrective action for releases which endanger public

health or the environment. Releases will be addressed in accordance with

a remediation plan submitted to and approved by the Division or with an

abatement plan submitted in accordance with Section 19 of 19.15.1

NMAC.

8. OCD Rule 7.R(5) [19.15.1.7.R(5) NMAC] provides:

(5) Responsible Person shall mean the owner or operator who must
complete Division approved corrective action for pollution from releases.

9. The Division's Environmental Bureau has determined that Samedan, Shell

and Occidental Permian are responsible persons who should be required to complete




corrective action to remediate the contamination existing and that may exist at Mr.
Johnson's property. However, Samedan and Shell have failed and refused to submit a
plan of corrective action as demanded, and Occidental Permian has denied that they are a
responsible person.
WHEREFORE, the Chief of the Environmental Bureau of the Division hereby
applies to the Director to enter an order:
A. Determining that Samedan, Shell and Occidental Permian are responsible
persons with respect to the hydrocarbon release herein described, and, as such, are
required by Rule 116.D to complete division-approved corrective action.
B. Ordering each of said responsible persons, or all of them jointly, to submit
a remediation plan for approval by the Division by a date fixed in said order, and
thereafter to perform corrective action in accordance with a plan approved by the
Environmental Bureau of the Division.
C. For such other and further relief as the Division deems just and proper

under the circumstances.

RESPECTFULLY SUBMITTED,

[/
David K. Brooks
Assistant General Counsel
Energy, Minerals and Natural
Resources Department of the State of
New Mexico
1220 S. St. Francis Drive
Santa Fe, NM 87505
(505)-476-3450

Attorney for The New Mexico Oil
Conservation Division



Case No. : Application of the New Mexico Oil Conservation Division,
through the Environmental Bureau Chief, for an Order Determining the
Responsible Party or Parties and Ordering the Responsible Party or Parties to
Conduct Division-Approved Corrective Action with respect to a Hydrocarbon
Release; Lea County, New Mexico. The Applicant seeks an order determining the
responsible parties with respect to a release of hydrocarbons identified as a danger to
public safety and the environment, located on the Moon State "A" lease in the North
Hobbs Unit, in Section 28, Township 18 South, Range 38 East, NMPM, Lea County,
New Mexico.
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Summary Report

Bill Olson Report Date: July 10, 2002
oo RECEIVED

. Saint Francis Dr.
Santa Fe, NM 87505 JUL 1 e 2002 Order ID Number: A02062615

Project Number:  N/A ENVIRONMENTAL BUREAU

Project Name: Gary Johnson
Project Location: Gary Johnson Residence OIL CONSERVATION DIVISION

Date Time Date
Sample Description Matrix Taken Taken Received
200151 0206251150 (BH-1-6) Soil 6/25/02 : 6/26/02
200152 0206251210 )BH-1-1ft) Soil 6/25/02 : 6/26/02
200153 0206251240 (SS-W-1) Soil 6/25/02 : 6/26/02
200154 0206251250 (SS-E-1) Soil 6/25/02 : 6/26/02
200155 0206251305 (SS-N-1) Soil 6/25/02 : 6/26/02

0 This report consists of a total of 4 page(s) and is intended only as a summary of results for the sample(s) listed above.

BTEX PH DRO rTPH GRO
BenzeneTolueneEthylbenzeneM,P,0-XyleneTotal BTEX Test Comments DRO GRO

Sample - Field Code (ppm)  (ppm) (ppm) {(ppm) {(ppm) (ppm) (ppm) (ppm)
200151 - 0206251150 (BH-1-6) <0.050 <0.050 0.0806 0.328 0.409 * 3 11600 32.5
200152 - 0206251210 )BH-1-1ft) | <0.100 <0.100 1.16 4.23 5.39 * 2 <250 352
200153 - 0206251240 (SS-W-1) |<0.100 <0.100  <0.100 0.352 0.352 * 3 10200 <10.0
200154 - 0206251250 (SS-E-1) <0.010 <0.010 <«0.010 <0.010 <0.010 - 4600 <1.00
200155 - 0206251305 (SS-N-1) 0.0234 <0.020 0.0474 0.183 0.254 - 16500 20.5

Sample: 200151 - 0206251150 (BH-1-6)

Param Flag Result Units

Total Mercury <0.19 mg/Kg

Total Aluminum 9140 mg/Kg

Total Arsenic <5.00 mg/Kg

Total Barium 100 mg/Kg

Total Boron 36.0 mg/Kg

Total Cadmium <0.500 mg/Kg

Total Chromium 6.92 mg/Kg

Total Cobalt 2.78 mg/Kg

Total Copper 6.80 mg/Kg

Total Iron 7250 mg/Kg

Continued on next page . ..

1Sample diluted due to hydrocarbons beyond xylene. Sample has a Benzene concentration of 0.0472 which is lower than the RDL but
greater than the MDL of 0.01183.

2Sample diluted due to hydrocarbons beyond xylene. Sample has a Benzene concentration of less than 0.02366 which is the MDL.

33ample diluted due to hydrocarbons beyond xylene. Sample has a Benzene concentration of less than 0.02366 which is the MDL.

This is only a summary. Please, refer to the complete report package for quality control data.
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Page Number: 2 of 4

Gary Johnson Residence

Sample 200151 continued . ..

Param Flag Result Units
Total Lead 7.27 mg/Kg
Total Manganese m mg/Kg
Total Molybdenum <5.00 mg/Kg
Total Nickel 8.32 mg/Kg
Total Selenium <1.00 mg/Kg
Total Silica 224 mg/Kg
Total Silver <0.200 mg/Kg
Total Zinc 35.8 mg/Kg
Sample: 200152 - 0206251210 )BH-1-1ft)

Param Flag Result Units
Total Mercury <0.19 mg/Kg
Total Aluminum 11100 mg/Kg
Total Arsenic <5.00 mg/Kg
Total Barium 78.1 mg/Kg
Total Boron 38.4 mg/Kg
Total Cadmium <0.500 mg/Kg
Total Chromium 8.31 mg/Kg
Total Cobalt 4.32 mg/Kg
Total Copper 8.61 mg/Kg
Total Iron 8200 mg/Kg
Total Lead 4.44 mg/Kg
Total Manganese 117 mg/Kg
Total Molybdenum <5.00 mg/Kg
Total Nickel 9.00 mg/Kg
Total Selenium <1.00 mg/Kg
Total Silica 214 mg/Kg
Total Silver <0.200 mg/Kg
Total Zinc 47.5 mg/Kg
Sample: 200153 - 0206251240 (SS-W-1)

Param Flag Result Units
Total Mercury <0.19 mg/Kg
Total Aluminum 7710 mg/Kg
Total Arsenic <5.00 mg/Kg
Total Barium 86.5 mg/Kg
Total Boron 30.1 mg/Kg
Total Cadmium <0.500 mg/Kg
Total Chromium 5.92 mg/Kg
Total Cobalt <2.50 mg/Kg
Total Copper 6.33 mg/Kg
Total Iron 6450 mg/Kg
Total Lead 6.32 mg/Kg
Total Manganese 115 mg/Kg
Total Molybdenum <5.00 mg/Kg

Continued on next page . ..

This is only a summary. Please, refer to the complete report package for quality control data.
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Sample 200153 continued . . .

Param Flag Result Units
Total Nickel 7.32 mg/Kg
Total Selenium <1.00 mg/Kg
Total Silica 220 mg/Kg
Total Silver <0.200 mg/Kg
Total Zinc 25.1 mg/Kg

Sample: 200154 - 0206251250 (SS-E-1)

Param Flag Result Units

Total Mercury <0.19 mg/Kg
Total Aluminum 9490 mg/Kg
Total Arsenic <5.00 mg/Kg
Total Barium 124 mg/Kg
Total Boron 35.2 mg/Kg
Total Cadmium <0.500 mg/Kg
Total Chromium 6.84 mg/Kg
Total Cobalt <2.50 mg/Kg
Total Copper 7.80 mg/Kg
Total Iron 7150 mg/Kg
Total Lead 156 mg/Kg
Total Manganese 110 mg/Kg
Total Molybdenum <5.00 mg/Kg
Total Nickel 7.22 mg/Kg
Total Selenium <1.00 mg/Kg
Total Silica 194 mg/Kg
Total Silver <0.200 mg/Kg
Total Zinc 55.7 mg/Kg

Sample: 200155 - 0206251305 (SS-N-1)

Param Flag Result Units

Total Mercury <0.19 mg/Kg
Total Aluminum 10300 mg/Kg
Total Arsenic <5.00 mg/Kg
Total Barium 121 mg/Kg
Total Boron 40.6 mg/Kg
Total Cadmium <0.500 mg/Kg
Total Chromium 7.37 mg/Kg
Total Cobalt 2.54 mg/Kg
Total Copper 6.82 mg/Kg
Total Iron 8250 mg/Kg
Total Lead 14.9 mg/Kg
Total Manganese 142 mg/Kg
Total Molybdenum <5.00 mg/Kg
Total Nickel 7.82 mg/Kg
Total Selenium <1.00 mg/Kg
Total Silica 208 mg/Kg

Continued on next page . ..
This is only a summary. Please, refer to the complete report package for quality control data.
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N/A Gary Johnson

Sample 200155 continued . ..

Param Flag Result Units

Total Silver <0.200 mg/Kg
Total Zine 49.3 mg/Kg

This is only a summary. Please, refer to the complete report package for quality control data.
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Analytical and Quality Control Report

Bill Olson Report Date: July 10, 2002
OCD

1220 S. Saint Francis Dr.

Santa Fe, NM 87505 Order ID Number: A02062615

Project Number: N/A
Project Name: Gary Johnson
Project Location: Gary Johnson Residence

Enclosed are the Analytical Results and Quality Control Data Reports for the following samples submitted to Trace-
Analysis, Inc.

Date Time Date
Sample Description Matrix Taken Taken Received
200151 0206251150 (BH-1-6) Soil 6/25/02 : 6/26/02
200152 0206251210 )BH-1-11ft) Soil 6/25/02 : 6/26/02
200153 0206251240 (SS-W-1) Soil 6/25/02 : 6/26/02
200154 0206251250 (SS-E-1) Soil 6/25/02 : 6/26/02
200155 0206251305 (SS-N-1) Soil 6/25/02 : 6/26/02

These results represent only the samples received in the laboratory. The Quality Control Report is generated on a batch
basis. All information contained in this report is for the analytical batch(es) in which your sample(s) were analyzed.
Note: the RDL is equal to MQL for all organic analytes including TPH.

The test results contained within this report meet all requirements of LAC 33:1 unless otherwise noted.

This report consists of a total of 18 pages and shall not be reproduced except in its entirety including the chain of custody
(COC), without written approval of TraceAnalysis, Inc.

/oo

Dr. Blair Leftwich, Director

Page 1 of 18
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Analytical Report

Sample: 200151 - 0206251150 (BH-1-6)
Analysis: BTEX Analytical Method: S 8021B QC Batch: QC21385 Date Analyzed: 6/26/02

Analyst: CG Preparation Method: S 5035 Prep Batch: PB20317 Date Prepared: 6/25/02
Param Flag Result Units Dilution RDL
Benzene <0.050 mg/Kg 50 0.001
Toluene <0.050 mg/Kg 50 0.001
Ethylbenzene 0.0806 mg/Kg 50 0.001
M,P,0-Xylene 0.328 mg/Kg 50 0.001
Total BTEX 0.409 mg/Kg 50 0.001
Test Comments 1 * mg/Kg 1

Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT 2 1.61 mg/Kg 50 1 161 70 - 130
4-BFB 1.11 mg/Kg 50 1 111 70 - 130

Sample: 200151 - 0206251150 (BH-1-6)
Analysis:  Hg, Total Analytical Method: S 7471A QC Batch:  QC21630 Date Analyzed: 7/3/02

Analyst: BC Preparation Method: N/A Prep Batch: PB20515 Date Prepared: 7/2/02
Param Flag Result Units Dilution RDL
Total Mercury <0.19 mg/Kg 1 0.19

Sample: 200151 - 0206251150 (BH-1-6)
Amalysiss  TPH DRO  Analytical Method:  Mod. 8015B QC Batch: QC21403 Date Analyzed: 6/27/02

Analyst;: MM Preparation Method: 3550 B Prep Batch: PB20329 Date Prepared: 6/26/02
Param Flag Result Units Dilution RDL
DRO 11600 mg/Kg 20 50
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
n-Triacontane 3 984 mg/Kg 20 150 33 70 - 130

Sample: 200151 - 0206251150 (BH-1-6)
Analysis:  TPH GRO Analytical Method:  8015B QC Batch: QC21386 Date Analyzed: 6/26/02
Analyst: CG Preparation Method: 5035 Prep Batch: PB20317 Date Prepared: 6/25/02

!Sample diluted due to hydrocarbons beyond xylene. Sample has a Benzene concentration of 0.0472 which is lower than the RDL but
greater than the MDL of 0.01183.

2High surrogate recovery due to peak interference.

3Low recovery due to dilution.
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N/A Gary Johnson Gary Johnson Residence
Param Flag Result Units Dilution RDL
GRO 325 mg/Kg 50 0.10
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT 4 1.06 mg/Kg 50 0.10 21 70 - 130
4-BFB 5 2.80 mg/Kg 50 0.10 56 70 - 130
Sample: 200151 - 0206251150 (BH-1-6)
Analysis:  Total Metals  Analytical Method: S 6010B  QC Batch: QC21588  Date Analyzed:  7/2/02
Analyst: RR Preparation Method: S 3050B  Prep Batch: PB20327  Date Prepared:  6/27/02
Param Flag Result Units Dilution RDL
Total Aluminum 9140 mg/Kg 10000 0.10
Total Arsenic <5.00 mg/Kg 100 0.05
Total Barium 100 mg/Kg 100 0.10
Total Boron 36.0 mg/Kg 1000 0.005
Total Cadmium <0.500 mg/Kg 100 0.005
Total Chromium 6.92 mg/Kg 100 0.01
Total Cobalt 2.78 mg/Kg 100 0.02
Total Copper 6.80 mg/Kg 100 0.01
Total Iron 7250 mg/Kg 10000 0.05
Total Lead 7.27 mg/Kg 100 0.01
Total Manganese 111 mg/Kg 1000 0.02
Total Molybdenum <5.00 mg/Kg 100 0.05
Total Nickel 8.32 mg/Kg 100 0.02
Total Selenium <1.00 mg/Kg 100 0.01
Total Silica 224 mg/Kg 1000 0.05
Total Silver <0.200 mg/Kg 100 0.002
Total Zinc 35.8 mg/Kg 100 0.02
Sample: 200152 - 0206251210 )BH-1-1ft)
Analysis:  BTEX Analytical Method: S 8021B QC Batch:  QC21385 Date Analyzed: 6/26/02
Analyst: CG Preparation Method: S 5035 Prep Batch: PB20317 Date Prepared: 6/25/02
Param Flag Result Units Dilution RDL
‘ Benzene <0.100 mg/Kg 100 0.001
| Toluene <0.100 mg/Kg 100 0.001
| Ethylbenzene 1.16 mg/Kg 100 0.001
M,P,0-Xylene 4.23 mg/Kg 100 0.001
Total BTEX 5.39 mg/Kg 100 0.001
Test Comments 6 * mg/Kg 1
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT 0.933 mg/Kg 100 1 93 70 - 130
Continued . ..

4Low recovery due to matrix.
5Low recovery due to matrix.

6Sample diluted due to hydrocarbons beyond xylene. Sample has a Benzene concentration of less than 0.02366 which is the MDL.
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N/A Gary Johnson Gary Johnson Residence
Spike Percent, Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
4 BFB 7 6.46 mg/Kg 100 1 646 70 - 130
Sample: 200152 - 0206251210 )BH—l-lft)
Analysis:  Hg, Total Analytical Method: S 7471A QC Batch: QC21630 Date Analyzed: 7/3/02
Analyst: BC Preparation Method: N/A Prep Batch: PB20515 Date Prepared: 7/2/02
Param Flag Result Units Dilution RDL
Total Mercury <0.19 mg/Kg 1 0.19
Sample: 200152 - 0206251210 )BH-l-lft)
Analysiss  TPH DRO  Analytical Method:  Mod. 8015B  QC Batch:  QC21403 Date Analyzed: 6,/27/02
Analyst: MM Preparation Method: 3550 B Prep Batch: PB20329 Date Prepared: 6/26/02
Param Flag Result Units Dilution RDL
DRO <250 mg/Kg 5 50
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
n-Triacontane 8 84.1 mg/Kg 5 150 11 70 - 130
Sample: 200152 - 0206251210 )BH-1-1ft)
Analysiss  TPH GRO Analytical Method:  8015B QC Batch:  QC21386 Date Analyzed: 6/26/02
Analyst: CG Preparation Method: 5035 Prep Batch: PB20317 Date Prepared: 6/25/02
Param Flag Result Units Dilution RDL
GRO 352 mg/Kg 100 0.10
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recavery Limits
TFT 9 0.347 mg/Kg 100 0.10 3 70 - 130
4-BFB 10 14.3 mg/Kg 100 0.10 143 70 - 130
Sample: 200152 - 0206251210 )BH-l—lft)
Analysis:  Total Metals  Analytical Method: S 6010B  QC Batch: QC21588  Date Analyzed:  7/2/02
Analyst: RR Preparation Method: S 3050B  Prep Batch: PB20327  Date Prepared:  6/27/02
Param Flag Result Units Dilution RDL
Total Aluminum 11100 mg/Kg 10000 0.10
Total Arsenic <5.00 mg/Kg 100 0.05
Continued . ..

"High surrogate recovery due to peak interference.
8Low recovery due to dilution.

9Low recovery due to matrix interference.

10High recovery due to peak interference.
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... Continued Sample: 200152 Analysis: Total Metals
Param Flag Result Units Dilution RDL
Total Barium 78.1 mg/Kg 100 0.10
Total Boron 38.4 mg/Kg 1000 0.005
Total Cadmium <0.500 mg/Kg 100 0.005
Total Chromium 8.31 mg/Kg 100 0.01
Total Cobalt 4.32 mg/Kg 100 0.02
Total Copper 8.61 mg/Kg 100 0.01
Total Iron 8200 mg/Kg 10000 0.05
Total Lead 4.44 mg/Kg 100 0.01
Total Manganese 117 mg/Kg 1000 0.02
Total Molybdenum <5.00 mg/Kg 100 0.05
Total Nickel 9.00 mg/Kg 100 0.02
Total Selenium <1.00 mg/Kg 100 0.01
Total Silica 214 mg/Kg 1000 0.05
Total Silver <0.200 mg/Kg 100 0.002
Total Zinc 47.5 mg/Kg 100 0.02
Sample: 200153 - 0206251240 (SS—W-1)
Analysis:  BTEX Analytical Method: S 8021B QC Batch: QC21385 Date Analyzed: 6/26/02
Analyst: CG Preparation Method: S 5035 Prep Batch: PB20317 Date Prepared: 6/25/02
Param Flag Result Units Dilution RDL
Benzene <0.100 mg/Kg 100 0.001
Toluene <0.100 mg/Kg 100 0.001
Ethylbenzene <0.100 mg/Kg 100 0.001
M,P,0-Xylene 0.352 mg/Kg 100 0.001
Total BTEX 0.352 mg/Kg 100 0.001
Test Comments 11 * mg/Kg 1

Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT 12 2.37 mg/Kg 100 1 227 70 - 130
4-BFB 1.28 mg/Kg 100 1 128 70 - 130
Sample: 200153 - 0206251240 (SS-W-1)
Analysis:  Hg, Total Analytical Method: S 7471A QC Batch:  QC21630 Date Analyzed: 7/3/02
Analyst: BC Preparation Method: N/A Prep Batch: PB20515 Date Prepared: 7/2/02
Param Flag Result Units Dilution RDL
Total Mercury <0.19 mg/Kg 1 0.19
Sample: 200153 - 0206251240 (SS—-W-1)
Analysis:  TPH DRO  Analytical Method: ~ Mod. 8015B  QC Batch:  QC21403 Date Analyzed: 6/27/02
Analyst: MM Preparation Method: 3550 B Prep Batch: PB20329 Date Prepared:  6/26/02

11Sample diluted due to hydrocarbons beyond xylene. Sample has a Benzene concentration of less than 0.02366 which is the MDL.
12High surrogate recovery due to peak interference.
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Param Flag Result Units Dilution RDL
DRO 10200 mg/Kg 20 50
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
n-Triacontane 13 1350 mg/Kg 20 150 45 70 - 130
Sample: 200153 - 0206251240 (SS-W-1)
Analysis:  TPH GRO Analytical Method:  8015B QC Batch: QC21386 Date Analyzed: 6/26/02
Analyst: CG Preparation Method: 5035 Prep Batch: PB20317 Date Prepared: 6/25/02
Param Flag Result Units Dilution RDL
GRO <10.0 mg/Kg 100 0.10
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT 14 1.01 mg/Kg 100 0.10 10 70 - 130
4-BFB 15 0.818 mg/Kg 100 0.10 8 70 - 130
Sample: 200153 - 0206251240 (SS-W-1)
Analysis:  Total Metals  Analytical Method: S 6010B  QC Batch: QC21588  Date Analyzed:  7/2/02
Analyst: RR Preparation Method: S 30508  Prep Batch: PB20327  Date Prepared:  6/27/02
Param Flag Result Units Dilution RDL
Total Aluminum 7710 mg/Kg 10000 0.10
Total Arsenic <5.00 mg/Kg 100 0.05
Total Barium 86.5 mg/Kg 100 0.10
Total Boron 30.1 mg/Kg 1000 0.005
Total Cadmium <0.500 mg/Kg 100 0.005
Total Chromium 5.92 mg/Kg 100 0.01
Total Cobalt <2.50 mg/Kg 100 0.02
Total Copper 6.33 mg/Kg 100 0.01
Total Iron 6450 mg/Kg 10000 0.05
Total Lead 6.32 mg/Kg 100 0.01
Total Manganese 115 mg/Kg 1000 0.02
Total Molybdenum <5.00 mg/Kg 100 0.05
Total Nickel 7.32 mg/Kg 100 0.02
Total Selenium <1.00 mg/Kg 100 0.01
Total Silica 220 mg/Kg 1000 0.05
Total Silver <0.200 mg/Kg 100 0.002
Total Zinc 25.1 mg/Kg 100 0.02

13Low recovery due to dilution.
470w recovery due to matrix interference.
1510w recovery due to matrix interference.
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Sample: 200154 - 0206251250 (SS-E-1)
Analysis:  BTEX Analytical Method: S 8021B QC Batch:  QC21385 Date Analyzed: 6/26/02
Analyst: CG Preparation Method: S 5035 Prep Batch: PB20317 Date Prepared: 6/25/02
Param Flag Result Units Dilution RDL
Benzene <0.010 mg/Kg 10 0.001
Toluene <0.010 mg/Kg 10 0.001
Ethylbenzene <0.010 mg/Kg 10 0.001
M,P,0-Xylene <0.010 mg/Kg 10 0.001
Total BTEX <0.010 mg/Kg 10 0.001
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT 16 0.488 mg/Kg 10 1 49 70 - 130
4-BFB 17 0.415 mg/Kg 10 1 41 70 - 130
Sample: 200154 - 0206251250 (SS-E-1)
Analysis:  Hg, Total Analytical Method: S 7471A QC Batch:  QC21630 Date Analyzed: 7/3/02
Analyst: BC Preparation Method: N/A Prep Batch: PB20515 Date Prepared: 7/2/02
Param Flag Result Units Dilution RDL
Total Mercury <0.19 mg/Kg 1 0.19
Sample: 200154 - 0206251250 (SS-E-1)
Analysiss  TPH DRO  Analytical Method:  Mod. 8015B QC Batch:  QC21403 Date Analyzed: 6/27/02
Analyst: MM Preparation Method: 3550 B Prep Batch: PB20329 Date Prepared: 6/26/02
Param Flag Result Units Dilution RDL
DRO 4600 mg/Kg 10 50
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
n-Triacontane 8 488 mg/Kg 10 150 32 70 - 130
Sample: 200154 - 0206251250 (SS-E-1)
Analysis: TPH GRO Analytical Method:  8015B QC Batch:  QC21386 Date Analyzed: 6/26/02
Analyst: CG Preparation Method: 5035 Prep Batch: PB20317 Date Prepared: 6/25/02
Param Flag Result Units Dilution RDL
GRO <1.00 mg/Kg 10 0.10

160w surrogate recovery due to matrix interference. ICV, CCV show the method to be in control.
710w surrogate recovery due to matrix interference. ICV, CCV show the method to be in control.
18Low recovery due to dilution.
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Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT -1 0.384 mg/Kg 10 0.10 38 70 - 130
4-BFB 20 0.379 mg/Kg 10 0.10 38 70 - 130
Sample: 200154 - 0206251250 (SS-E-1)
Analysis:  Total Metals  Analytical Method: S 6010B  QC Batch: QC21588  Date Analyzed:  7/2/02
Analyst: RR Preparation Method: S 3050B  Prep Batch: PB20327  Date Prepared:  6/27/02
Param Flag Result Units Dilution RDL
Total Aluminum 9490 mg/Kg 10000 0.10
Total Arsenic <5.00 mg/Kg 100 0.05
Total Barium 124 mg/Kg 100 0.10
Total Boron 35.2 mg/Kg 1000 0.005
Total Cadmium <0.500 mg/Kg 100 0.005
Total Chromium 6.84 mg/Kg 100 0.01
Total Cobalt <2.50 mg/Kg 100 0.02
Total Copper 7.80 mg/Kg 100 0.01
Total Iron 7150 mg/Kg 10000 0.05
Total Lead 156 mg/Kg 100 0.01
Total Manganese 110 mg/Kg 1000 0.02
Total Molybdenum <5.00 mg/Kg 100 0.05
Total Nickel 7.22 mg/Kg 100 0.02
Total Selenium <1.00 mg/Kg 100 0.01
Total Silica 194 mg/Kg 1000 0.05
Total Silver <0.200 mg/Kg 100 0.002
Total Zinc 35.7 mg/Kg 100 0.02
Sample: 200155 - 0206251305 (SS-N-1)
Analysis:  BTEX Analytical Method: S 8021B QC Batch:  QC21385 Date Analyzed: 6/26/02
Analyst: CcaG Preparation Method: S 5035 Prep Batch: PB20317 Date Prepared: 6/25/02
Param Flag Result Units Dilution RDL
Benzene 0.0234 mg/Kg 20 0.001
Toluene <0.020 mg/Kg 20 0.001
Ethylbenzene 0.0474 mg/Kg 20 0.001
M,P,0-Xylene 0.183 mg/Kg 20 0.001
Total BTEX 0.254 mg/Kg 20 0.001
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT 0.804 mg/Kg 20 1 80 70 - 130
4-BFB 0.864 mg/Kg 20 1 86 70 - 130

1970w recovery due to matrix interference.
200w recovery due to matrix interference.
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Sample: 200155 - 0206251305 (SS-N-1)
Analysis:  Hg, Total Analytical Method: S 7471A QC Batch:  QC21630 Date Analyzed: 7/3/02

Analyst: BC Preparation Method: N/A Prep Batch: PB20515 Date Prepared: 7/2/02
Param Flag Result Units Dilution RDL
Total Mercury <0.19 mg/Kg 1 0.19

Sample: 200155 - 0206251305 (SS-N-1)
Analysiss  TPH DRO  Analytical Method:  Mod. 8015B QC Batch:  QC21403 Date Analyzed: 6/27/02

Analyst: MM Preparation Method: 3550 B Prep Batch: PB20329 Date Prepared: 6/26/02
Param Flag Result Units Dilution RDL
DRO 16500 mg/Kg 20 50
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
n-Triacontane 2 1100 mg/Kg 20 150 37 70 - 130

Sample: 200155 - 0206251305 (SS-N-1)
Analysis:  TPH GRO Analytical Method:  8015B QC Batch:  QC21386 Date Analyzed: 6/26/02

Analyst: CG Preparation Method: 5035 Prep Batch: PB20317 Date Prepared: 6/25/02
Param Flag Result Units Dilution RDL
GRO 20.5 mg/Kg 20 0.10
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT 2 0.656 mg/Kg 20 0.10 33 70 - 130
4-BFB 1.48 mg/Kg 20 0.10 74 70 - 130

Sample: 200155 - 0206251305 (SS-N-1)
Analysis:  Total Metals  Analytical Method: S 6010B  QC Batch:  QC21588  Date Analyzed:  7/2/02

Analyst: RR Preparation Method: S 3050B  Prep Batch: PB20327  Date Prepared:  6/27/02
Param Flag Result Units Dilution RDL
Total Aluminum 10300 mg/Kg 10000 0.10
Total Arsenic <5.00 mg/Kg 100 0.05
Total Barium 121 mg/Kg 100 0.10
Total Boron 40.6 mg/Kg 1000 0.005
Total Cadmium <0.500 mg/Kg 100 0.005
Total Chromium 7.37 mg/Kg 100 0.01
Total Cobalt 2.54 mg/Kg 100 0.02
Total Copper 6.82 mg/Kg 100 0.01
Total Iron 8250 mg/Kg 10000 0.05

Continued . . .

21Low recovery due to dilution.
22Low recovery due to matrix interference.
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... Continued Sample: 200155 Analysis: Total Metals

Param Flag Result Units Dilution RDL
Total Lead 14.9 mg/Kg 100 0.01
Total Manganese 142 mg/Kg 1000 0.02
Total Molybdenum <5.00 mg/Kg 100 0.05
Total Nickel 7.82 mg/Kg 100 0.02
Total Selenium <1.00 mg/Kg 100 0.01
Total Silica 208 mg/Kg 1000 0.05
Total Silver <0.200 mg/Kg 100 0.002

Total Zinc 49.3 mg/Kg 100 0.02
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Quality Control Report

Method Blank

Method Blank QCBatch:  QC21385
Reporting
Param Flag Results Units Limit
Benzene <0.010 mg/Kg 0.001
Toluene <0.010 mg/Kg 0.001
Ethylbenzene <0.010 mg/Kg 0.001
M,P,0-Xylene <0.010 mg/Kg 0.001
Total BTEX <0.010 mg/Kg 0.001
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT 1.08 mg/Kg 10 1 108 70 - 130
4-BFB 0.978 mg/Kg 10 1 97 70 - 130
Method Blank QCBatch: QC21386
Reporting
Param Flag Results Units Limit
GRO 1.42 mg/Kg 0.10
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
TFT 1.04 mg/Kg 10 0.10 104 70 - 130
4-BFB 0.904 mg/Kg 10 0.10 90 70 - 130
Method Blank QCBatch: QC21403
Reporting
Param Flag Results Units Limit
DRO <50 mg/Kg 50
Spike Percent Recovery
Surrogate Flag Result Units Dilution Amount Recovery Limits
n-Triacontane 235 mg/Kg 1 15 153 70 - 130
Method Blank QCBatch: QC21588
Reporting
Param Flag Results Units Limit
Total Aluminum <0.100 mg/Kg 0.10
Continued . ..
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... Continued

Reporting
Param Flag Results Units Limit
Total Arsenic <0.050 mg/Kg 0.05
Total Barium <0.100 mg/Kg 0.10
Total Boron 0.00769 mg/Kg 0.005
Total Cadmium <0.005 mg/Kg 0.005
Total Chromium <0.010 mg/Kg 0.01
Total Cobalt <0.025 mg/Kg 0.02
Total Copper <0.0125 mg/Kg 0.01
Total Iron <0.050 mg/Kg 0.05
Total Lead <0.010 mg/Kg 0.01
Total Manganese <0.025 mg/Kg 0.02
Total Molybdenum <0.050 mg/Kg 0.05
Total Nickel <0.025 mg/Kg 0.02
Total Selenium <0.010 mg/Kg 0.01
Total Silica <0.050 mg/Kg 0.05
Total Silver <0.002 mg/Kg 0.002
Total Zinc 0.0367 mg/Kg 0.02
Method Blank QCBatch:  QC21630

Reporting
Param Flag Results Units Limit
Total Mercury <0.19 mg/Kg 0.19

Quality Control Report
Lab Control Spikes and Duplicate Spikes

Laboratory Control Spikes QCBatch:  QC21385
Spike
LCS LCSD Amount Matrix % Rec RPD

Param Result Result Units Dil. Added Result % Rec RPD Limit Limit
MTBE 1.09 1.08 mg/Kg 10 1 <0.010 109 0 70 - 130 20
Benzene 1.056 1.03 mg/Kg 10 1 <0.010 105 1 70 - 130 20
Toluene 1.02 1.01 mg/Kg 10 1 <0.010 102 0 70 - 130 20
Ethylbenzene 0.988 0.983 mg/Kg 10 1 <0.010 98 0 70 - 130 20
M,P,0-Xylene 2.88 2.86 mg/Kg 10 3 <0.010 96 0 70 - 130 20
Percent recovery is based on the spike result. RPD is based on the spike and spike duplicate result.

LCS LCSD Spike LCS LCSD Recovery
Surrogate Result Result Units Dilution Amount % Rec % Rec Limits
TFT 1.05 1.07 mg/Kg 10 1 105 107 70 - 130
4-BFB 1 1.02 mg/Kg 10 1 100 102 70 - 130

Laboratory Control Spikes QCBatch:  QC21403 °
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Spike
LCS LCSD Amount Matrix % Rec RPD
Param Result Result Units Dil. Added Result % Rec RPD Limit Limit
DRO 232 228 mg/Kg 1 250 <50 93 2 70 - 130 20

Percent recovery is based on the spike result. RPD is based on the spike and spike duplicate result.

‘ LCS LCSD Spike LCS LCSD Recovery
Surrogate Result Result Units Dilution Amount % Rec % Rec Limits
1 n-Triacontane 112 160 mg/Kg 1 150 75 106 70 - 130
; Laboratory Control Spikes QCBatch:  QC21588
Spike
LCS LCSD Amount Matrix % Rec RPD
Param Result Result Units Dil. Added Result % Rec RPD Limit Limit
Total Aluminum 99.5 102 mg/Kg 100 100 <0.100 99 2 75 - 125 20
Total Arsenic 49.8 49.1 mg/Kg 100 50 <0.050 99 1 75 - 125 20
Total Barium 104 104 mg/Kg 100 100 <0.100 104 0 75 - 125 20
Total Boron 5.33 4.92 mg/Kg 100 5 0.00769 106 8 75 - 125 20
Total Cadmium 24.4 24.1 mg/Kg 100 25 <0.005 97 1 75-125 20
Total Chromium 10.3 10.4 mg/Kg 100 10 <0.010 103 0 75 - 125 20
Total Cobalt 25.7 25.8 mg/Kg 100 25 <0.025 102 0 75 - 125 20
Total Copper 13.0 12.9 mg/Kg 100 12.50 <0.0125 104 0 75 - 125 20
Total Tron 50.7 50.7 mg/Kg 100 50 <0.050 101 0 75 - 125 20
Total Lead 50.1 50.3 mg/Kg 100 50 <0.010 100 0 75 - 125 20
Total Manganese 25.9 25.8 mg/Kg 100 25 <0.025 103 0 75 - 125 20
Total Molybdenum 51.7 51.8 mg/Kg 100 50 <0.050 103 0 75 - 125 20
Total Nickel 25.3 25.3 mg/Kg 100 25 <0.025 101 0 75 - 125 20
Total Selenium 40.8 41.4 mg/Kg 100 50 <0.010 81 1 75-125 20
Total Silica 51.4 49.4 mg/Kg 100 50 <0.050 102 3 75 - 125 20
Total Silver 12.6 12.5 mg/Kg 100 12.50 <0.002 100 0 75 - 125 20
Total Zinc 25.2 25.3 mg/Kg 100 25 0.0367 100 0 75 - 125 20
Percent recovery is based on the spike result. RPD is based on the spike and spike duplicate result.
Laboratory Control Spikes QCBatch:  QC21630
Spike
LCS LCSD Amount Matrix % Rec RPD
Param Result Result Units Dil. Added Result % Rec RPD Limit Limit
Total Mercury 2.49 2.52 mg/Kg 1 2.50 <0.19 99 1 88 - 123 20

Percent recovery is based on the spike result. RPD is based on the spike and spike duplicate result.

Quality Control Report
Matrix Spikes and Duplicate Spikes

Matrix Spikes QCBatch: QC21385
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Spike

MS MSD Amount  Matrix % Rec RPD
Param Result  Result Units Dil. Added Result % Rec  RPD Limit Limit
Benzene 0.876 0.696 mg/Kg 10 1 <0.010 87 22 70 - 130 .20
Toluene 0.866 0.69 mg/Kg 10 1 <0.010 86 22 70 - 130 20
Ethylbenzene 0.851 0.679 mg/Kg 10 1 <0.010 85 22 70 - 130 20
M,P,0-Xylene 2.46 1.95 mg/Kg 10 3 <0.010 82 23 70 - 130 20

Percent recovery is based on the spike result. RPD is based on the spike and spike duplicate result.

MS MSD Spike MS MSD Recovery
Surrogate Result Result Units Dilution Amount % Rec % Rec Limits
TFT B 068 2 0692  mg/Kg 10 1 63 69 70 - 130
4 BFB % (646 2 (.63 mg/Kg 10 1 64 63 70 - 130
Matrix Spikes QCBatch:  QC21386
Spike
MS MSD Amount Matrix % Rec RPD
Param Result Result Units Dil. Added Result % Rec RPD Limit Limit
GRO 15.0 13.5 mg/Kg 10 1 <1.00 150 10 80 - 120 20

Percent recovery is based on the spike result. RPD is based on the spike and spike duplicate result.

‘ MS MSD Spike MS MSD Recovery
Surrogate Result Result Units Dilution Amount % Rec % Rec Limits
TFT 1.12 1.36 mg/Kg 10 0.10 112 136 70 - 130
4-BFB 0.577 0.640 mg/Kg 10 0.10 58 64 70 - 130
Matrix Spikes QCBatch: QC21403

Spike

MS MSD Amount Matrix % Rec RPD
Param Result Result Units Dil. Added Result % Rec RPD Limit Limit
DRO 226 240 mg/Kg 1 250 <50.0 90 6 70 - 130 20

Percent recovery is based on the spike result. RPD is based on the spike and spike duplicate result.

MS MSD Spike MS MSD Recovery
Surrogate Result Result Units Dilution Amount % Rec % Rec Limits
n-Triacontane 111 111 mg/Kg 1 150 74 74 70 - 130
Matrix Spikes QCBatch: QC21588

23Low surrogate recovery due to prep. ICV, CCV show the method to be in control.
24T0w surrogate recovery due to prep. ICV, CCV show the method to be in control.
250w surrogate recovery due to prep. ICV, CCV show the method to be in control.
26Low surrogate recovery due to prep. ICV, CCV show the method to be in control.
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Spike

MS MSD Amount  Matrix % Rec  RPD
Param Result Result  Units Dil. Added  Result % Rec RPD Limit Limit
Total Aluminum 27710000 10000 mg/Kg 10000 100 9140 855 0 75-125 20
Total Arsenic 48.5 48.4  mg/Kg 100 50 <5.00 97 0 75-125 20
Total Barium 184 181 mg/Kg 100 100 100 83 3 75- 125 20
Total Boron 28 495 43.8 mg/Kg 1000 3 36.0 130 18 75 - 125 20
Total Cadmium 21.8 21.6 mg/Kg 100 25 <0.500 87 0 75 - 125 20
Total Chromium 17.4 17.6 mg/Kg 100 10 6.92 104 1 75 - 125 20
Total Cobalt 25.8 26.0  mg/Kg 100 25 2.78 92 0 75 - 125 20
Total Copper 19.0 19.4 mg/Kg 100 12.50 6.80 97 3 75 - 125 20
Total Iron 297380 7650 mg/Kg 10000 50 7250 260 101 75-125 20
Total Lead 50.3 50.9 mg/Kg 100 50 7.27 86 1 75 - 125 20
Total Manganese 30 127 133 mg/Kg 1000 25 111 62 32 75 - 125 20
Total Molybdenum 46.1 45.8 mg/Kg 100 50 <5.00 92 0 75 - 125 20
Total Nickel 30.5 30.6 mg/Kg 100 25 8.32 88 0 75 - 125 20
Total Selenium 3L37.0 36.5 mg/Kg 100 50 <1.00 74 1 75 - 125 20
Total Silica 32380 366 mg/Kg 1000 50 224 310 9 75 - 125 20
Total Silver 10.8 11.0 mg/Kg 100 12.50 <0.200 86 1 75 - 125 20
Total Zinc 56.4 52.0 mg/Kg 100 25 35.8 82 23 75 - 125 20

Percent recovery is based on the spike result. RPD is based on the spike and spike duplicate result.

Matrix Spikes QCBatch:  QC21630
Spike
MS MSD Amount  Matrix % Rec RPD
Param Result Result Units Dil. Added Result % Rec RPD Limit Limit
Total Mercury 2.26 2.25 mg/Kg 1 2.50 <0.19 90 0 45 - 157 20

Percent recovery is based on the spike result. RPD is based on the spike and spike duplicate result.

Quality Control Report
Continuing Calibration Verification Standards

CCV (1) QCBatch:  QC21385

CCVs CCVs CCVs Percent

True Found Percent Recovery Date
Param Flag Units Conc. Conc. Recovery Limits Analyzed
MTBE mg/L 0.10 0.0997 99 85 - 115 6/26/02
Benzene mg/L 0.10 0.103 103 85 - 115 6/26/02
Toluene mg/L 0.10 0.1 100 85 - 115 6/26/02
Ethylbenzene mg/L 0.10 0.0988 98 85 - 115 6/26/02
M,P,0-Xylene mg/L 0.30 0.288 96 85 - 115 6/26/02

2"Matrix spike recovery invalid due to matrix effects. LCS demonstrates process under control.
28Matrix spike recovery invalid due to matrix effects. LCS demonstrates process under control.
2%9Matrix spike recovery invalid due to matrix effects. LCS demonstrates process under control.
30Matrix spike recovery invalid due to matrix effects. LCS demonstrates process under control.
31Matrix spike recovery invalid due to matrix effects. LCS demonstrates process under control.
32Matrix spike recovery invalid due to matrix effects. LCS demonstrates process under control.
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CCV (2) QCBatch:  QC21385
CCVs CCVs CCVs Percent
True Found Percent Recovery Date
Param Flag Units Conc. Conc. Recovery Limits Analyzed
MTBE mg,/L 0.10 0.103 103 85 - 115 6/26/02
Benzene mg/L 0.10 0.102 102 85 - 115 6/26/02
Toluene mg/L 0.10 0.0991 99 85- 115 6/26/02
Ethylbenzene mg/L 0.10 0.0982 98 85 - 115 6/26/02
M,P,0-Xylene mg /L 0.30 0.284 94 85 - 115 6/26/02
ICV (1) QCBatch:  QC21385
CCVs CCVs CCVs Percent
True Found Percent Recovery Date
Param Flag Units Conc. Conc. Recovery Limits Analyzed
MTBE mg/L 0.10 0.11 110 85 - 115 6/26/02
Benzene mg/L 0.10 0.101 101 85 - 115 6/26/02
Toluene mg/L 0.10 0.0988 98 85 - 115 6/26/02
Ethylbenzene mg/L 0.10 0.0954 95 85 - 115 6/26,/02
M,P,0-Xylene mg/L 0.30 0.277 92 85 - 115 6/26/02
CCV (1) QCBatch:  QC21403
CCVs CCVs CCVs Percent
True Found Percent Recovery Date
Param Flag Units Conc. Conc. Recovery Limits Analyzed
DRO mg/Kg 250 224 90 75 - 125 6/27/02
ICV (1) QCBatch:  QC21403
CCVs CCVs CCVs Percent
True Found Percent Recovery Date
Param Flag Units Conc. Conc. Recovery Limits Analyzed
DRO mg/Kg 250 222 89 75 - 125 6/27/02
CCV (1) QCBatch:  QC21588
CCVs CCVs CCVs Percent
True Found Percent Recovery Date
Param Flag Units Conc. Conc. Recovery Limits Analyzed
Total Aluminum mg/Kg 2 1.98 99 90 - 110 7/2/02
Total Arsenic mg/Kg 1 0.997 99 90 - 110 7/2/02
Total Barium mg/Kg 2 2.02 101 90 - 110 7/2/02
Total Boron mg/Kg 0.10 0.0989 98 90 - 110 7/2/02
Total Cadmium mg/Kg 0.50 0.495 99 90 - 110 7/2/02

Continued . ..
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... Continued

CCVs CCVs CCVs Percent

True Found Percent Recovery Date
Param Flag Units Conc. Conc. Recovery Limits Analyzed
Total Chromium mg/Kg 0.20 0.203 101 90 - 110 7/2/02
Total Cobalt mg/Kg 0.50 0.505 101 90 - 110 7/2/02
Total Copper mg/Kg 0.25 0.253 101 90 - 110 7/2/02
Total Iron mg/Kg 1 1.00 100 90 - 110 7/2/02
Total Lead mg/Kg 1 1.01 101 90 - 110 7/2/02
Total Manganese mg/Kg 0.50 0.505 10 90 - 110 7/2/02
Total Molybdenum mg/Kg 1 0.995 99 90 - 110 7/2/02
Total Nickel mg/Kg 0.50 0.502 100 90 - 110 7/2/02
Total Selenium mg/Kg 1 0.971 97 90 - 110 7/2/02
Total Silica mg/Kg 1 1.01 101 90 - 110 7/2/02
Total Silver mg/Kg 0.25 0.252 100 90 - 110 7/2/02
Total Zinc mg/Kg 0.50 0.499 99 90 - 110 7/2/02
ICV (1) QCBatch: ~ QC21588

CCVs CCVs CCVs Percent

True Found Percent Recovery Date
Param Flag Units Conc. Conc. Recovery Limits Analyzed
Total Aluminum mg/Kg 2 1.98 99 95 - 105 7/2/02
Total Arsenic mg/Kg 1 1.00 100 95 - 105 7/2/02
Total Barium mg/Kg 2 2.02 101 95 - 105 7/2/02
Total Boron mg/Kg 0.10 0.101 101 95 - 105 7/2/02
Total Cadmium mg/Kg 0.50 0.504 100 95 - 105 7/2/02
Total Chromium mg/Kg 0.20 0.203 101 95 - 105 7/2/02
Total Cobalt mg/Kg 0.50 0.508 101 95 - 105 7/2/02
Total Copper mg/Kg 0.25 0.252 100 95 - 105 7/2/02
Total Iron mg/Kg 1 1.01 101 95 - 105 7/2/02
Total Lead mg/Kg 1 1.02 102 95 - 105 7/2/02
Total Manganese mg/Kg 0.50 0.506 101 95 - 105 7/2/02
Total Molybdenum mg/Kg 1 1.01 101 95 - 105 7/2/02
Total Nickel mg/Kg 0.50 0.507 101 95 - 105 7/2/02
Total Selenium mg/Kg 1 1.00 100 95 - 105 7/2/02
Total Silica mg/Kg 1 1.02 102 95 - 105 7/2/02
Total Silver mg/Kg 0.25 0.252 100 95 -~ 105 7/2/02
Total Zinc mg/Kg 0.50 0.504 100 95 - 105 7/2/02
CCV (1) QCBatch:  QC21630

CCVs CCVs CCVs Percent
True Found Percent Recovery Date

Param Flag Units Conc. Conc. Recovery Limits Analyzed
Total Mercury mg/Kg 0.005 0.00539 107 80 - 120 7/3/02

ICV (1) QCBatch:  QC21630
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CCVs CCVs CCVs Percent
True Found Percent Recovery Date
Param Flag Units Conc. Conc. Recovery Limits Analyzed

Total Mercury mg/Kg 0.005 0.00496 99 80 - 120 7/3/02
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KELLAHIN & KELLAHIN
Attorney at Law

W. Thomas Kellahin

oil and gas law Santa Fe, New Mexico 87501

r P.O. Box 2265 Telephone 505-982-4285
New Mexico Board of Legal Santa Fe, New Mexico 87504 Facsimile 505-982-2047
Specialization Recognized Specialist 117 North Guadalupe

in the area of Natural resources- P

tkeltahin@aol.com

February 5, 2003

HAND DELIVERED

RECEvER
Mr. Michael E. Stogner sk v i3
Chief Hearing Examiner

MAR BCRTY
Oil Conservation Division SR tiN
1220 South Saint Francis Drive il ¢ )
0 L
Santa Fe, New Mexico 87505 Aiservation Divisio

Re:  Motion to Dismiss OPL as a “responsible person”
NMOCD Case No. 13004
Application by the Division to determine the
responsible party for alleged soil contamination
at the Gary Johnson site,
Lea County, New Mexico

Dear Mr. Stogner:

On behalf of Occidental Permian Ltd. (“OPL”), please find enclosed our Motion and

Supporting Brief requesting that the Division dismiss OPL as a “responsible party” in this case
which 1s current set for hearing by you on March 13, 2003.

Thomas Kellahin

Copies delivered to:

David Brooks, Esq. (OCD-attorney)

William Olson (OCD-Environmental Bureau)

J. Scott Hall, Esq. (Shell)

Paul Owen, Esq. (Samedan)

Carolyn Tillman, Esq. (OPL-attorney)

John Soule, Esq., (Scott-Douglas Law Firm, Austin, OPL Attorney)
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPPLICATION OF THE NEW MEXICO OIL CASE 13004
CONSERVATION DIVISION, THROUGH THE

ENVIRONMENTAL BUREAU CHIEF, FOR AN ORDER
DETERMINING THE RESPONSIBLE PARTY OR PARTIES

AND ORDERING THE RESPONSIBLE PARTY OR PARTIES

TO CONDUCT DIVISION-APPROVED CORRECTIVE

ACTION WITH RESPONSE TO A HYDROCARBON RELEASE
(Gary Johnson Complaint), LEA COUNTY NEW MEXICO

OCCIDENTAL PERMIAN LTD
MOTION TO DISMISS
OCCIDENTAL PERMIAN LTD AS
A RESPONSIBLE PERSON FOR THIS INCIDENT

Occidental Permian Ltd. (“OPL”) moves that the Division (“OCD”) enter an

order dismissing OPL as a potentially responsible person for this incident, and in
support states:

(1) The alleged soil contamination on the Johnson property within the Moon
“A” Lease is attributed by the OCD to the original 4-tank battery (“original tank
battery”) located west of Johnson’s trailer and related unlined surface pits. Prior to
January 1, 1962, Samedan closed the original 4-tank battery and related pits and
constructed a replacement 3-tank battery (“replacement tank battery”) located

south of Johnson’s trailer.

Occidental Permian Ltd.
Motion to be Dismissed as a Responsible Party
Page 1



(2) The replacement tank battery was dismantled shortly after approval of
the North Hobbs Unit, more than twenty (20) years before OPL became Unit
operator. The alleged soil contamination is associated with the original tank
battery only. None of the contamination is associated with the replacement tank
battery and does not appear to be associated with the pits used in connections with

the original tank battery. The original tank battery was dismantled and the
associated pits were closed prior to 1962.

(3) OPL has been unit operator for less than three years and first became
operator more than 40 years after the alleged contamination occurred. OPL did not
cause or allow the alleged soil contamination to occur.

(4) The alleged soil contamination is related solely to the original tank
battery and perhaps pits used in connection with that tank battery. Samedan
dismantled the original tank battery and closed the associated pits prior to 1962,
while it was operator of the Moon “A” Lease. The alleged pollution occurred more
than 45 years ago when Cusack or Samedan operated the lease. Samedan is still a
Division-approved operator of wells within New Mexico.

(5) OPL did not construct the pits or the original or replacement tank
batteries. OPL never used the pits or either tank battery. OPL did not close the pits
or dismantle the tank batteries. OPL has no responsibility for cleanup.

(6) OPL is not the “responsible person” for this alleged soil contamination.

Wherefore OPL moves that the Division grant this motion and thereby
dismiss OPL as a “responsible person.”

“Llhomas Kellahin, Esq.
Kellahth & Kellahin
P. O. Box 2265
Santa Fe, New Mexico 87504
(505) 982-4285

Occidental Permian Ltd.
Motion to be Dismissed as a Responsible Party
Page 2
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Carolyn Tillman, Esq.
Occidental Permian Ltd.
580 Westlake Park Blvd.
Houston, Texas 75380

John G. Soule, Esq.

Scott, Douglas & McConnico, LLP
One American Center

600 Congress Avenue, 15" floor
Austin, Texas 78701

ATTORNEYS FOR OCCIDENTAL PERMIAN LTD

Occidental Permian Ltd.
Motion to be Dismissed as a Responsible Party
Page 3







STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPPLICATION OF THE NEW MEXICO OIL CASE 13004
CONSERVATION DIVISION, THROUGH THE

ENVIRONMENTAL BUREAU CHIEF, FOR AN

ORDER DETERMINING THE RESPONSIBLE

PARTY OR PARTIES AND ORDERING THE

RESPONSIBLE PARTY OR PARTIES TO CONDUCT
DIVISION-APPROVED CORRECTIVE ACTION

WITH RESPONSE TO A HYDROCARBON RELEASE

(Gary Johnson Complaint), LEA COUNTY NEW MEXICO

BRIEF IN SUPPORT OF OCCIDENTAL PERMIAN LTD
MOTION TO DISMISS
OCCIDENTAL PERMIAN LTD AS
A RESPONSIBLE PERSON FOR THIS INCIDENT

The brief is submitted by Occidental Permian Ltd. (“OPL”) in support of its

moves that the Division (“OCD”) enter an order dismissing OPL as a potentially

responsible person for this incident.

BACKGROUND

The alleged soil contamination' on the Johnson property within the Moon
“A” Lease is attributed by the OCD to the original 4-tank battery (“original tank
battery”) located west of Johnson’s trailer and related unlined surface pits. Prior to

' OCD investigation found no contamination of Johnson water well (Interview with Bill Olson, January 14, 2003
and related water analysis).

Occidental Permian Ltd.
Motion to be Dismissed as a Responsible Party
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January 1, 1962, Samedan closed the original 4-tank battery and related pits and
constructed a replacement 3-tank battery (“replacement tank battery”) located
south of Johnson’s trailer. The replacement tank battery was dismantled shortly
after approval of the North Hobbs Unit, more than twenty (20) years before OPL
became Unit operator.

The alleged soil contamination is associated with the original tank battery
only. None of the contamination is associated with the replacement tank battery
and does not appear to be associated with the pits used in connection with the
original tank battery. The original tank battery was dismantled and the associated
pits were closed prior to 1962. Information regarding the replacement tank battery
and subsequent unit operations is provided herein solely as background
information and to ensure all known facts are available in historical context.

Prior to filing its application for hearing, the OCD made separate written
demands of both Shell and Samedan requiring each to submit plans to investigate
the extent of soil contamination related to the Moon “A” Lease. Both Samedan and
Shell responded that they were no longer operating the Lease and identified OPL
as the current operator of the North Hobbs Unit. The OCD then requested that OPL
respond as to whether or not it is the “responsible party” to clean up the alleged
soil contamination on the Moon “A” Lease. OPL responded that it is not. On
January 13, 2003, the Division filed an application requesting that the Division

Director call a hearing to determine whether Samedan, Shell and/or OPL are the

“responsible persons.”

Occidental Permian Ltd.
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SUMMARY OF RELEVANT UNCONTESTED FACTS?

On January 3, 2000, Gary Johnson complained to the OCD about what
appeared to be oil just beneath the surface near the west end of his trailer located in
the W/2NE/4 Section 28, T18S, R38E, Lea County, New Mexico (known as the
“Moon “A” Lease™).

On January 25, 2000, OCD (Olson) sampled® Mr. Johnson’s water well and
found no contamination (water analysis dated February 3, 2002). Olson concluded
that there is highly weathered asphalt type oil near Mr. Johnson’s trailer. Olson
drew the conclusion that the land around the trailer is within the footprint of the
original tank battery and associated pits on the Moon “A” Lease.

On June 25, 2002, Olson took 5 soil samples near Mr. Johnson’s trailer,

again within the area occupied by the original tank battery, which tested positive
for the presence of hydrocarbons.*

There are 2 wells located within the Moon “A” Lease’ that may be
associated with the original and replacement tank batteries and related pits:
(1) The Moon “A” Well No 1. located 2310 feet FNL and 2310 feet
FEL (Unit G) of Section 28 (now known as “NHU 28-321"); and

(2) The Moon “A” Well No. 2 located 1315 feet FNL and 2310 feet
FEL (Unit B) of Section 28 (now known as the “NHU 28-3117)

Primary Production:

The original 4-tank battery, which is the location of the alleged soil
contamination, was operated and closed by Samedan long before the North Hobbs
Unit was ever formed. Two wells may be associated with the original tank battery:

the Moon “A” Well No.1 was drilled and completed on February 13, 1935 and the

* See Factual Summary attached as Exhibit 1
* See OCD Letter, 3/27/00, and Olson site plan, 1/25/00, attached as Exhibits 2A and 2B

* See Olson site plan, 6/25/02, and sample data sheet, attached as Exhibits 3A, 3B, and 3C
* See Locator Map attached as Exhibit 4

Occidental Permian Ltd.
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Moon “A” Well No.2 was drilled and completed on July 8, 1935 by J. P. Cusack,
Inc. which was liquidated on January 15, 1951 and became Samedan Oil
Corporation (“Samedan”). Cusack and Samedan operated these two wells on the
Moon “A” Lease and used both the original and replacement tank batteries and
related pits for primary production from the Grayburg/San Andres formations for
more than forty-five (45) years. By January 1, 1962, Samedan abandoned the
original 4-tank battery located west of where the Johnson trailer is now located and
constructed a replacement 3-tank battery south of where the Johnson trailer is now
located.® Based on aerial photographs, the original 4-tank battery was dismantled
and all pits were closed prior to 1962.”

The 3-tank replacement battery was operated and closed long before OPL
became operator of the North Hobbs Unit. On July 2, 1979, the Moon “A” Wells
No. 1 and No. 2 were contributed to the North Hobbs Unit operated by Shell Oil
Corporation (“Shell”). The replacement tank battery associated with these wells
was apparently closed and dismantled by Shell shortly after the North Hobbs Unit
became effective (1980). Samedan continued to own the lease until July 1, 1999
when it assigned the lease and its interest in the Unit to The Prospective
Investment and Trading Company, (“PITTCO™).?

Apparently the replacement tank battery was not needed for unit operations
because the aerial photographs clearly show that some time prior to the end of

1982, the replacement tank battery used by Samedan for primary production

operations was dismantled.’

® See hand drawn plat, dated 3/4/80, attached as Exhibit 5
7 See Aerial photos, attached as Exhibits 6A and 6B
¥ See Samedan assignment effective 7/1/1999, attached as Exhibit 7
® See Aerial photos, attached as Exhibits 6A and 6B
Occidental Permian Ltd.
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Secondary Recovery:

The North Hobbs Unit was formed pursuant to the New Mexico Statutory
Unitization Act (1979, NMSA Section 70-7-1) and approved by the OCD by Order
R-6198 (Case 6652) dated November 30, 1979 with an effective date of February

1, 1980. Shell’s plan for the Unit was for the secondary recovery of additional oil
by water injection from part of the Unit (a Pressure Maintenance Project that the
Division approved by Order R-6198 (Case 6653), dated November 30, 1979.

Based on aerial photographs,'® some time prior to the end of 1982, the
replacement tank battery used by Samedan for primary production operations was
dismantled, apparently by Shell, the Unit operator. Thus, Shell used only the
Moon “A” “wells” in the North Hobbs Unit Pressure Maintenance Project
(waterflood), not the replacement tank battery."!

As soon as the Unit facilities became operational in 1982, the Moon “A”
wells were produced through new flowlines directly to a new central battery
located away from the Moon “A” Lease.'” The Moon “A” Well No. 2 was
converted to water injection service on February 1, 1988." Shell operated this
waterflood project for more than seventeen (17) years until forming a limited
partnership with Amoco called Altura Energy Ltd. (Altura”). All Unit operations
were transferred to Altura on March 1, 1997, and effectively on May 8, 2000,

Occidental Petroleum Corporation bought Altura and changed its name to
Occidental Permian Ltd. almost 40 years after the original tank battery associated

with the soil contamination had been closed and dismantled.*

' See Aerial photos, attached as Exhibits 6A and 6B
' See waterflood map showing status of site, 1979, attached as Exhibit 7

2 See waterflood map showing states of site, 1979, attached as Exhibit 7
'3 See Form C-103, attached as Exhibit 9

'“See Form C-104-A, attached as Exhibit 10
Occidental Permian Ltd.
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Tertiary Recovery:

Effective October 22, 2001, OPL converted the North Hobbs Unit into a
Tertiary Recovery Project for the injection of CO2 and water to increase oil
recovery from areas west of and excluding the Moon “A” Lease and the wells

located thereon.'” (See OCD Order R-6199-B dated October 22, 2001, Case 12722)

DIVISION JURISDICTION

The Oil Conservation Commission and the Oil Conservation Division (collectively
“OCD”) of the Energy, Minerals and Natural Resources Department have
concurrent jurisdiction in New Mexico for the regulation of virtually all aspects of
oil and gas operations in the state.'® The OCD is empowered to regulate the
injection and disposition of water and to regulate the disposal of E&P wastes."”

These statutory charges to regulate the disposition of E&P wastes are the result of
a 1989 amendment to the statutes that was enacted specifically in response to the
June 1988 determination by the EPA to exempt E&P wastes'® from regulation

under Subtitle C of the federal Resource Conservation and Recovery Act
(RCRA)."

OCD RULES
The OCD alleges that the soil contamination at the Johnson trailer 1s tank

bottoms, characterized as “weathered asphaltic type oil,” constituting a potential

danger to public health and the environment:

'* See Unit’s tertiary Recovery Map, attached as Exhibit 11

'6 See 1997 NMSA Sections 70-1-1 through 70-1-38

17 See 1979 NMSA Sections 70-1-12.B(14)(15)(21)(22)

'8 See list of exempt E&P wastes, attached as Exhibit 12

" RCRA was passed in 1976 to regulate solid wastes

Occidental Permian Ltd.
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OCD Rule 7 defines:

“88. TANK BOTTOMS shall mean that accumulation of hydrocarbon
material and other substances which settles naturally below crude oil in tanks and
receptacles that are used in handling and storing of crude oil, and which
accumulation contains in excess of two (2%) percent of basic sediment and water;
provided, however, that with respect to lease production and for lease storage
tanks, a tank bottom shall be limited to that volume of the tank in which it is

contained that lies below the bottom of the pipeline outlet thereto.[19 NMAS
15.A.7.73, 3-15-97]

OCD Rule 7 also defines:

“61. OPERATOR shall mean any person or persons who, duly authorized, is

in charge of the development of a lease or the operation of a producing property.
[19 NMAS 15.A.7.52, 3-15-97]

OCD Rule 116.D requires:

(a) “OCD Rule 116.D [19.15.3.166.D NMAC] provides:

D. Corrective Action.  The responsible person must complete
Division approved corrective action for releases, which endanger
public health or the environment. Releases will be addressed in
accordance with a remediation plan submitted to and approved by

the Division or with an abatement plan submitted in accordance
with Section 19 of 19.15.1 NMAC.”

(b) “OCD Rule 7.R(5) [19.15.1.7.R(5) NMAC] provides:*
(5) Responsible Person shall mean the owner or operator who must
complete Division approved corrective action for pollution from

releases.”
In 1957, the Division issued Memorandum 32-57 prohibiting the disposal of
saltwater in earthen pits after completion of saltwater disposal systems in the

Hobbs area. Order No. R-1224 was issued in 1958 prohibiting the surface disposal

*® This definition applicable for Order R-10766 and R-10767 adopted Rules 116 and Rule 19, dated February 13,
1997 in Division Cases 11352 and 11635.

Occidental Permian Ltd.
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of oil field brines in unlined surface pits in the Hobbs area after March 15, 1959.
In addition, Memorandum 33-57 was issued to all operators in the Hobbs area
prohibiting the disposal of waste oil or basic sediment in earthen pits in the Hobbs

Pool area. The use of pits to store any oil or produced water on the Moon “A”

Lease would have been unlawful after entry of these orders.

ARGUMENT

OPL did not violate any OCD rules. OPL has been unit operator for less than
three years and first became operator more than 40 years after the alleged
contamination occurred. OPL did not cause or allow the alleged soil contamination
to occur. The alleged soil contamination is related solely to the original tank
battery and perhaps pits used in connection with that tank battery. Samedan
dismantled the original tank battery and closed the associated pits prior to 1962,
while it was operator of the Moon “A” Lease. The alleged pollution occurred more
than 40 years ago when Cusack or Samedan operated the lease. Samedan is still a
Division-approved operator of wells within New Mexico. OPL did not construct
the pits or the original or replacement tank batteries. OPL never used the pits or
either tank battery. OPL did not close the pits or dismantle the tank batteries. OPL
has no responsibility for cleanup.

Never before has the OCD sought to enforce its rules against an operator
who did not construct, use, or close and dismantle the facility that was the cause of
the alleged soil contamination. Never before has the OCD sought to enforce
cleanup against someone who was not the operator when the contamination
occurred. Never before has the OCD sought to require an operator to clean up
contamination that occurred more than 40 years before that operator became

operator. Had the OCD intended such an inequitable result, its rules would provide

Occidental Permian Ltd.
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that the current operator of a lease or unit is responsible for cleanup regardless of
when the contamination occurred or who caused it. Instead, the OCD properly
looks to the person who was operator when the contamination occurred and/or the
person who caused the contamination.

In Texas, an operator in the position of Samedan, would be responsible for
' In Lone Star Salt Water Disposal Co. v. Railroad Comm’n of Texas,
800 SW 2d. 924 (Tex.App—Austin, 1990), the operator who actually placed oil or

oil and gas waste in earthen pits was held to be responsible for cleanup of the pits.

cleanup

The Court found that “[t]he evidence supports the Commission’s conclusion that
Lone Star 1s responsible for cleaning the pits because it operated and controlled the
system its last twenty-three years of operation.”

Samedan was the last, and perhaps only, operator to use the original tank
battery and related pits and also closed those facilities. Any soil contamination that
resulted from use of these pits and tank battery occurred while Samedan or Cusack
was operator. OPL did not create or install either tank battery or the pits, did not
use the tank batteries or the pits, did not dismantle the tank battery or close the pits
and did not cause or allow any contamination to occur.

In the Lone Star case, the operator who caused the pollution, even though
not the current operator, was held responsible for cleanup. The same result is

appropriate in this case. Only the person who caused or allowed the contamination

to occur should be held responsible for cleanup.

*! See Love Star Salt Water Disposal Co. v. Railroad Comm’n of Texas, 800 SW2n 924 (Tex. App.—Austin, 1990)
Occidental Permian Ltd.
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CONCLUSION

The OCD’s application, as it applies to OPL, is not supported by the facts
and is contrary to applicable law. There is no statutory or regulatory authority for
the OCD to hold the current North Hobbs Unit Operator, OPL,* responsible for
cleanup of this alleged contamination. OPL did not become operator until at least
40 years after the soil contamination occurred. OPL did not construct, install, use,
dismantle, or close the facilities associated with the contamination. Just as
Samedan is not liable for contamination or pollution caused by others after it was
no longer operator,”® OPL is not liable for contamination or pollution that occurred
while Samedan (or Cusack) was operator.** OPL is not the “responsible person”.
The facts and law are clear. OPL is not responsible for any remediation or cleanup
of contamination or pollution associated with the original 4-tank battery and
related pits. In addition, since the replacement 3-tank battery is not the source of
the alleged soil contamination, it should not be an issue in this matter. However,

even if the replacement tank battery was properly an issue, OPL is not liable for it,

either, for the same reasons stated above.

P. O. B6x 2265
Santa Fe, New Mexico 87504
(505) 982-4285

* OCD Rule 116.D [19.15.3.166.D NMAC] does not make the current operator the “responsible party.”
*> See Hicks v. Humble Oil & Refining Co. (Texas Court of Appeals, 1998, 970 SW2d 920)

** See Railroad Commission of Texas v. American Petrofina Company, Texas Court of Appeals, 1987, 572 SW2d
658
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Carolyn Tillman, Esq.
Occidental Permian Ltd.
580 Westlake Park Blvd.
Houston, Texas 75380

John G. Soule, Esq.

Scott, Douglas & McConnico, LLP
One American Center

600 Congress Avenue, 15" floor
Austin, Texas 78701

ATTORNEYS FOR OCCIDENTAL PERMIAN LTD
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PRELIMINARY SUMMARY OF CHRONOLGY

February 13, 1935  Moon “A” Well No. 1 completed by J. P. Cusack, Inc.
July 8, 1935 Moon “A” Well No. 2 completed by J. P. Cusack, Inc.

January 15, 1951 J. P. Cusack, Inc. liquidated and became Samedan Oil Corp.
November 18, 1957 OCD Issued Memo by A. L. Porter, Director, precluding disposal

of produced water into unlined surface pits and prohibited disposal
of waste oil into earthen pits in Hobbs Area

January 30, 1962 By this date, Samedan had abandoned the original 4-tank battery
west of the present location of Johnson’s trailer and constructed a

replacement 3-tank battery south of the present location of
Johnson’s trailer.

October 10, 1978 OCD adopted revised Rulebook

July 2, 1979 Samedan ratified North Hobbs Unit Agreement and Unit
Operating Agreement.

November 30, 1979 OCD entered Order R-6198 approving North Hobbs Unit

November 30, 1979 OCD entered Order R-6199 (Case 6653) approving waterflood
project for Unit

January 17, 1980 North Hobbs Unit working interest owner (“WI10”) meeting
in Midland.Shell, as operator of the Unit, met with representatives
of the Unit WIO’s in Midland and reviewed procedures to
inventory all existing lease equipment that would become part of
the Unit operations. They also presented a detailed plan and
facilities schedule which called for construction of new facilities to

start in June 1980 and all facility construction to be completed in
December 198l.

February 1, 1980 Effective date of the North Hobbs Unit (statutorily-formed unit)

Samedan became a working interest owner in Unit by contributing
the Moon “A” wells to the Unit.

OXY Preliminary Summary of Relevant Facts
-Page 1
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March 4, 1980 Hand drawing of Moon “A” Lease Tank Battery

December 1980 Shell’s plan called for limited water injection to begin in the Unit.
(See Unit production lines Map)

About January, 1982 Shell started taking production from the Moon “A” Wells 1 and 2
into a new central battery located off of the Moon “A” Lease

1981-1982 Moon “A” Replacement Tank Battery dismantled

April 6, 1988 Shell filed report-showing conversion of Well No 2 to injection

April 27, 1988 Samedan advised Shell by letter that Samedan still owned the
Moon “A” lease, which is part of the Unit

March 1, 1997 Effective date Altura was created as a joint venture of Amoco and
Shell

July 1, 1999 Samedan assigned its interest in the Moon “A” lease to The

Prospective Investment and Trading Company
January 3, 2000: OCDEB received Gary Johnson complaint

January 25, 2000: Johnson site inspection by Bill Olson
Finds asphalt pool (tank bottoms)
Takes water sample from Johnson water well

January 26, 2000: Trace Analysis for OCD

February 3, 2000: Trace Analysis Report:

did not detect any oil & gas related contaminants
in Johnson water well

March 27, 2000: Olson letter to Johnson forwarding Trace Analysis Report,
dated 2/3/00

March 27, 2000: Olson letter to Altura (Steve Bishop) advised Altura
of Johnson complaint and evidence of former tank battery’s

waste. OCD required Altura to submit information about site by
April 27

April 19, 2000 Occidental Petroleum Corporation bought Altura

OXY Preliminary Summary of Relevant Facts
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April 26, 2000: Rod Schumacher, Altura attorney (Atwood & Malone [Roswell]),
replies to Olson letter stating that

(a) Altura is now known as Occidental Permian Ltd.

(b) The Property was an oil tank battery maintained in
connection with Samadan operations prior to formation
of North Hobbs (Grayburg-San Andres) Unit.

(c) Identified the Moon “A” Lease (W/2NE/4 Sec 28) as
the relevant lease

(d) Forwards North Hobbs Unit Agreements indicating that
Samedan is lessee of record.

(e) States that further investigation indicates that Shell Oil
Company may have used tank battery for about 1 year
following commencement of Unit operations and then
dismantled by Shell.

(f) Tank battery never operated by Altura.
(g) Enclosed site plan.

May 8, 2002 OPL became operator of the North Hobbs Unit

September 6, 2000:  Olson letter to Shell E&P Company (Wayne A. Hamilton)
Advising of Johnson complaint
Required Shell to submit information about site by Oct 6, 2000.

September 26, 2000: Olson approved Shell’s request (Hamilton) for an extension to
November 6, 2000 to report (by E-mail)

November 2, 2000:  Shell responded that:
(a) Shell has no records
(b) Shell sold Unit to Occidental Permian Ltd.
(c) Lessee of record is Samedan Oil Company

(d) Submitted Unit map; Johnson site plan; Exhibit B to Unit
Agreement; 3 hand drawings of site

February 5, 2001: Olson letter to Samedan
Advising of Johnson complaint
Required Samedan to submit by March 5, 2001 a plan to

investigate the extent of contamination related to the Samedan
former battery and Samedan’s closure of battery.

February 23, 2001:  Samedan letter to Olson stating that:

(a) Samedan has reviewed its files and determined that OXY is the
proper party to investigate the contamination

(b) Admits that Samedan did operate the Moon A lease where
there was located several wells and a tank battery

(c) Samedan relinquished all duties and obligations to the Unit
Operator, Shell, per the Unit Agreement

OXY Preliminary Summary of Relevant Facts
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April 11, 2001

May 3, 2001:

May 14, 2001

June 18, 2001:

September 27, 2001:

October 11, 2001:

October 19, 2001:

(d) At the time the Unit was created, the tank battery and lease
wells were intact, fully operational and in a producing status
and became a part of the Unit operations

(e) A year or so after Shell became the Unit operator, Shell

removed the tank battery as gathering facilities and flow lines
were consolidated.

(f) Samedan now only owns an interest in the Unit.

Olson Letter to Shell E & P Company (Hamilton) stated that:

(a) Shell is the most recent operator of the tank battery and also
the operator that closed and dismantled the tank battery

(b) Therefore, OCD requires Shell to submit plans to investigate
the extent of contamination related to the site by May 11, 2002

Shell (Hamilton) letter to Olson requesting an extension to June
11, 2001.

Olson letter granting Shell its requested extension

Olson received Shell letter (undated, by Kathleen Phillips) stating
that:

(a) Shell is not the current operator and that it has forwarded the
OCD letter to OXY
(b) OXY assumed responsibility for such matters

Olson letter to OXY USA Inc stated that:

(a) Samedan and Shell maintain that OXY is the current Operator
of the lease and responsible for investigation and remediation

(b) Asked OXY to respond as to whether or not it is the
responsible party by October 12, 2001

OXY letter (Schumacher) advising Olson that OXY response will

be submitted by October 12, 2001, (extended to October 19 by
Olson).

OXY letter (Schumacher) to Olson stated that:

(a) provided summary in 3-page letter that Altura (now Occidental
Permian Ltd) has operated the Unit since 1997.

(b) That OXY USA Inc. is not the current operator of the North
Hobbs Unit

(c) Unit Agreement did not impose liability for cleanup of alleged
contamination from pre-unit events on OPL

(d) Tank battery on Moon “A” lease never operated by
Altura/OPL.

(e) That Samedan is the responsible person.

OXY Preliminary Summary of Relevant Facts
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October 22, 2001

October 22, 2001

February 8, 2002:

February 11, 2002:

May 28, 2002:

June 25, 2002:

June 26, 2002:

July 10, 2002:

January 13, 2003:

Division entered Order R-6199-B (Case 12722) approving OPL
application to convert Unit waterflood to a CO2 project

Effective date that OPL converted of the Unit to a tertiary recovery
project

McMahon (Samberson law firm) letter to Lawrence Romero/Roger
Anderson requesting public records inspection of Johnson site files

Olson letter to McMahon advised that file available (Case
#1R0167)

McMahon letter to Olson requesting copy of sample and test
results

Olson samples of Johnson water well

McMahon sent Olson a copy of Shel/OXY sales Agreement dated
March 7, 2000.

Referenced Seller’s indemnity obligations (Article 6.3)

Trace Analysis Report

OCD filed Compliance Application:

(a) against OXY, Shell and Samedan to determine responsible
person per Rule 116.D

(b) Samedan operator prior to February 1, 1980

(c) On February 1, 1980, the site was incorporated into the North
Hobbs Unit and Shell assumed operations of site

(d) In 1997, Altura (now OPL) assumed Unit operations

(e) Samedan and Shell have refused to submit plans for corrective
action

(f) OXY denied that it is a responsible person

OXY Preliminary Summary of Relevant Facts
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STATE OF NEW MEXICQ
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT _

OIL CONSERVATION DIVISION

2040 S. PACHECO
SANTA FE, NEW MEXICO 87505
(5051 827-7131

March 27, 2000

Mr. Gary Johnson
1500 Tasker Rd.
Hobbs, New Mexico 88240

RE: WATER WELL SAMPLE ANALYSES

Dear Mr. Johnson:

Enclosed you will find a copy of the laboratory analytical results of the water samples that the New
Mexico Oil Conservation Division (OCD) obtained from your water well at 1831 Mobile Street in
Hobbs, New Mexico on January 25, 2000. The sample analyses did not detect any oil or gas related
contaminants in your well water. The OCD has requested that the operator of this lease provide the
OCD with information regarding prior oil and gas activities at your Mobile Street residence. The OCD

will copy you on correspondence related to the site.
If you have any questions, please call me at (505) 827-7154.

[ 2

Sincerely,

e

William C. Olson
Hydrologist
Environmental Bureau

Enclosure

xc w/ enclosure: Chris Williams, OCD Hobbs District Supervisor
Steve Bishop, Altura Energy, Ltd.
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HELL WESTERN E. & P. INC.

21—441 FLOWUNE IS APPROX. 12° OFF OF PAVEMENT

ONR NORTH SIDE, CITY INSTALLED 2° PVC. LINE JUST
SOUTH OF OUR UNE, APP. 500" RUN TO EAST FROM
NEAR ACE WELDING.

NORTH HOBBS UNIT

. SECTION 28
E)(H\B\T TOWNSHIP 18 SOUTH , RANGE 38 EAST
LEA COUNTY, NEW MEXICO
% A/ DATE: DECEMBER 10, 1990 +DRAWN BY: J HOLMES
SCALE: 1° =800’
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Hobbs, NM Zoomed Image With Composite Interpretations 003060 ool
ovember 1, 1997 L1 Vertical Tanks Staining [ Pits

' SE ] t .
Phote Sourse: NewTanks [ Catwak Pits Removed A M
Tanks Removed [__| Levee

USGS Probable Gathering Lines e e




L I Y ‘ I A Rsnly
Image With Composute Interpretatlons 0 100 200 Feet
‘\lovembem 1997 [ Vertical Tanks ~ E55] Staining l:]Pits

. . New Tanks L1 catwalk _Pits Removed M
Photo Source:
Tanks Removed |__] Levee L

Hobbs, NM

USGS /" Probable Gathenng Lines

@  \WAall | Anatinne Trnilae







0000000000000000000000000000000000000C000Q000°

‘i

61775
CORRECTION ASSIGNMENT
STATE OF NEW MEXICO §
§
CCUNTY OF LEA §

This Correction Assignment entered into this ﬂday of , 5-‘“4@ , 2000,
between SAMEDAN OiL CORPORATION, a Delaware corporation, whose address is
12600 Northborough, Suilte 250, Houston, Texas 77067 (hereinafter referred 1o as
*Assignor) and The PROSPECTIVE INVESTMENT AND TRADING EOMPANY, LTD.,
whose address is P. O. Box 702320, Tulsa, Oklahoma 74170-2320 (hereinafter referred
to as “Assignee”). .

WHEREAS, Aszignor deliveiec to Assigrae that certeln Ascignment and Bill of
Sale effactive July 1, 1999, recorded in Book 988, Pages 93-110, Lea County, New
Mexico (the *Criginal Asslgnment”), and '

WHEREAS, Assignor and Assignee desire lo amend the Original Assignment to
correct information on Exhibit “A-1" to the assignment, and

NOW THEREFORE, for and in consideration of Ten Dollars ($10.00) and other
good and valuable conslderation, Assignor and Assignee hereby amend the Original
Assignment as follows: Attached as Exhiblt *A” fo this Correction Assignment Is a listing
of five leases and one town lot origlnally included in Exhibit “A-1" to the Orlginal
Assignment, but which listing has been corrected to properly describe said five leases
and one town lot as indicated in bold and Halics on Exhibit "A* to this Correction
Asslgnment. The description of said five leases and one town lot on Exhibit "A-1° to the
Original Asslgnment is hereby amended to reflect the comract descriptions thereof on
Exhibit “A" hereto, with the remalnder of said Exhibit “A-1" to remain as originally
wrillen. Assignor hereby grants, bargains, conveys, sells, transfers and assigns to
Assignee all of Assignor's right, title and interest in the leases and the other properties,
rights, titles and interests described in the Original Assignment, as amended hereby,
subject to and In accordance with alf of the terms and provisions of the Original
Ausignmant.

This Correction Assignment is made effective July 1, 1999 (the “Effective Date")
and does not change any obligations or terms of the original assignmant except as to
the bolded and Raliclzed changes on Exhibit “A” to this Corraction Assignment.

IN WITNESS WHEREOF, this Agreement ts executed as of the date hereinabove
first written, but effectlve as of the Effective Date.

ASSIGNOR

SAMEDAN OIL CORPORATION,
a Delaware corporation

BY%;M,. o (o —
mes C. Woodson

Sr. Vice President

ASSIGNEE

The ®PROSPECTIVE INVESTMENT AND
TRADING COMPANY, Lid,

A =
oy, (i
Adam C. Singer
Prasident

Falbs-Cont -1 60

800K 1028 Paoce 814 Faatols
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. ,.MY.CQr:r'\f_'rr_,}_L"é'slph Expires:

STATE OF OKLAHOMA §
COUNTY OF CARTER §
({ The foregoing instrument was acknowledged before me this tﬁ*‘l— day of
ey, 2000, by JAMPAL. (VMANY  on benal of
Samedan Oil Corporation,
POMBALATS A9 G § UL TP A Aoy ' o p
OF AL SUCAL .
>\ CAROLYH SIDES WILLAMS 0 M‘LMMJJ { W[}
) R Couary Notary Public in and for
LG st The State of [i)gm:zama .

o
My Commission Expires:

8li J2007.

state oF Dbtakimol g
§
countyor Delaa 3
The foregoing instrumer;t was acknowledgad before rﬁe this / 47u\day of
CL(ML , 2000, by ﬂ&ﬂ/n(z . on behalf of The
Proshpclive Investment and Trading Company, Ltd., an Oklahdma ccrporation.

Nolary Publicin a r
R The Stata of ng&’/‘/’%

e st

4 &7,000]

Mol gook 1029 PAGE 815
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LEASE(S)

Lessor:
Lessee:;
Dated:
Recorded:

Lessor:
Lessee:
Dated:
Racorded:

Lessor:
Lessee:
Dated:
Recorded:

Lessor:
Lessee:
Dated:
Recorded:

Lessor:
Lessee:
Dated:
Recorded:

TOWN LOY

Mexico.

Mexico.

EXHIBIT “A"

A!tacheuo and made a part of that certain CORRECTION ASSIGNMENT exacuted on
day of

e , 2000, hut offective as of July 1, 1999

SOC Lease No.:

SOC Lease No.:

SOC Lease No.:

SOC Lease No.:

SOC l.ease No.:

SOC Lease No.:

by ‘and between Satnedan Ol Corporaﬂon. “ASSIGNOR" and The Prospecttve
Investment and Trading Company, Ltd., "ASSIGNEE",

03-01-014 &£
E.R.NEWBY ET AL
EVERETT M. BYERS
AUGUST 7, 1934
BOOK 25 PAGE 469

C3-01-014 P

NORTH CENTRAL TEXAS OlL. COMPANY, INC.
EVERETT M. BYERS

AUGUST 7, 1934

BOOK 25 PAGE 311

03-01-015L

ANNIE L. BANCROFT
J.P. CUSACK
AUGUST 10, 1937
BOOK 34 PAGE 326

03-01-016 X :
ANN DOWD CREARY
J.P. CUSACK
AUGUST 10, 1937
BOOK 34 PAGE 277

03-01-015 JJ

RALPH B. LECOCQ
J.P. CUSACK
AUGUST 10, 1937
BOOK 34 PAGE 324

03-01-019

TOWNSITE OF HOBBS, LEA COUNTY, NEW MEXICO
Block 64: Lots 1, 2and 3.

Surface Agreement dated January 24, 1935 between Hobbs Townsite Company and
Capitan Oil Company, recorded book 12, page 211, Deed Records, Lea County, New

All recording teferences are tc tle rscerds of the County Glerk of Lea County, New

END OF EXHIBIT ] .
STATE OF NEW MEXICO B .

n COUNTY OF LEA : l'-?-,-' ", R
N FILED e TR
b IJUA5272900 iGN
W = { M T

sd t/\ sook 1029 raoe 518 ",

Page ' ....... .
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. STATE OF NEW MEIXICO

@57 1o MINERALS CEPARTMENT ' .
———TTTon ) OIL CONSERVATION DIVISION
.— 513T RIBUTIDN

P. ©. BOX 2088
SANTA FE.NEW MEXICO 87501

L& =T or 71ce

l

|

Tarrg J
0 i
|

{

!

BN S U ] DY

B
B

rFIRATOR

Fora ¢-103
Revised 10.3.02

Sc. Indicove Type ¢! Lezse

S:cte D Fee @

5. Bicie O ¢ O=s Lrese Neo.

SUNDRY NOTICES AND REFORTS ON WELLS

D wOY YSL Ywi3 PO FDs »el>c3al3 YD CRILL O* YO DIL®Lw OF LWE ALK YO 4 DIFVIRINT WiSERVOIN,
¥3L *CAFTLILATIO. PO Ple i °" ITOwa C-1D1 'N BVl = FRpeD3ALZ,)

-
Q-

N\\\W\

@
woLL TYmls.

7. Unit Agrecment Nese

Opercsior

N. HOBBS (G/SA) UNIT

8. Fe== or Lecasc leame

I

QgLL WESTERN E&P INC. SECTION 28 |

‘..; o! Operoioy 5. Well No. ‘

Y 0. BOX 576, HOUSTON, TEXAS 77001 (WCK 4435) 311 i

jorn of %ell ) . 2\73k1\) I‘G. Field end Fo2], o Wisdco -

‘7 LEYTIR B . 1315 FLLTY rmow 1wt _N_%L LINE AwD @2%_. . reet -,.‘o._ HOBBS (G/SA) 'l
_EAST  escemen 28 eusere 18S "~ 38F

mRAWCLT

AN

x w 15, Tleveiton (Show whether DF RT, CR, eic.)
| \\\\ 3650' DF -

Check Appropriate Box To Indicate Natvre of Notice, Report or Other Data,

. NOTICE OF INTENTION T0:

'1 ®RUMITIAL wDas ! TLUE ANT ABRANDDNM D

ALMIDIAL wonx

COMMLIENEL DRILLING DFws,

. 'Ll:‘:i.::j: B - ;nkﬂ([ PLAXE D CAIWE TLLT AnT CLWINY JAs B
® - CONVERTED 70 TNJECTOR m

SUEBSEQUENT REPORT OF:

ALTIRIuE CasinC l '
PLUC AKZ AVAKDOwmINY ! :

o — -

(PMX-151)

-ite Proposed or Compleiss Operctions {Clearly siote all pertinerns details, and five pertinent dates, including cxtimaied daiec of siemting any propose

) SEE RULE 1903,

| @0 55
®

POH w/prod equip. CO to 4259'.
15% HC1 + 2000# rock salt.

for 15 min, held OK. Commenced inj.

Installed inj equip, setting Guiberson Uni- Pkr VI @ 3998'.

Acd Grayburg perfs-v‘4090' - 4103' & Grayburg/San Andres OH 4103' - 4264' w/4000 gals

Pres tstd csg to 7004

mly that the lnfovmatlon above I3 true and coepictr 1o the best 8/ mr knowledpr and belief

‘//7) Mw\A/mh/p A. J. FORE

e _OUPERVISOR REG. & PERMITTING

... 4-06-88

ORIGINAL S%‘NEB BY JERRY SEXTON

TITLL

®
@ __ DISTRICT I SUPBRVISOR |
®

- . d
S e e = m s I SR ’
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25 N. French Dr., Hobbs, NM 88240

istrict 1]
‘ il South First, Adtesia, NM 88210

ictl

.J Rig Brazos Road, Aztec, NM 87410

q;i tact [V

40 SouthPacheco, Santa Fe, NM 87505

Signature:

OGRID:

State of New Mexico

0il Conservation Division

2040 South Pacheco
Santa Fe, NM 87505

Change of Operator

~ Previous Operator Information:

157984

Name:

Altura Fnergy Ltd.

Address:

_P,0O, Box 4294

Address:

ity, State, Zip:

Houston, TX 77210-4294

Al K 512/7/1/ g

Form C-104A

Energy Minerals and Natural Resources

Submit to appropriate District Office

New Operator Information:

Effective Date: | May 8, 2000
New Ogrid:
New Name:

Address:
Address:
City, State, Zip:

00000000000000

.rintcd name:

Mark Stephens

Title:

Business Analyst (SG)

Date:

0000000

‘n:vious Operator:

6/1/00

Phone: 281-552-1158

revious operator complete below:

Altura Energy Ltd.

—

157984

Occidental Permian Limited

Partnership

P.0O. Box 4294

Houston, TX 77210-4294

hereby certify that the rules of the Oil Conservation Division have been complied with and that the information given to
e new operator on this form and the attached list of wells is true and complete to the best of my knowledge and belief.

Previous OGRID: 157984
Sigane: UK Sto Dlus ht
Printed Name: Mark Stephens

NMOCD Approval

_— ﬁ v WIS

Printed Name:

District:

Date:




APl # U/L|Sec| Twp | Rng | Pool [Pool Name Prop. Property Name Well |Well|[POD #|POD #(POD #
Code Code No. |Type| Oil | Gas |Water
N 30{ 2507366 | P | 19 18S 38E | 31920 |Hobbs; Grayburg - San Andras 19520  |North Hobbs (GSA) Unit 44 0
. 30| 2528881 | P | 19 188 38E | 31920 |Hobbs; Grayburg - San Andres 18520  |North Hobbs (GSA) Unit 442 |
30| 2507375 | D | 20 | 18S 38E | 31920 |Hobbs; Grayburg - San Andres 19520 INorth Hobbs (GSA) Unit i 0
30| 25907378 | E | 20 | 185 38E | 31920 |Hobbs; Grayburg - San Andres 19520 [North Hobbs (GSA) Unit 121, 0
30[ 25407377 | F | 20 185 38E | 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 221 0
30, 2507388 | H | 20 | 18S 38E | 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 421 0
b 30| 2507386 | | | 20 188 38E | 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 431 0
30 2607382 | K | 20 188 38E | 31920 |Hobbs; Grayburg - San Andres 19520  {North Hobbs (GSA) Unit 231 0
30| 2507384 | K | 20 | 18S 38E | 31920 |Hobbs; Grayburg - San Andres 19520 |North Hobbs (GSA) Unit 232 0
‘L 30[ 2527214 | K | 20 188 38E | 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs {GSA) Unit 233 ]
ﬂ 30] 25-23206 | L | 20 | 185 38E | 31920 |Hobbs; Grayburg - San Andres 198520  |North Hobbs (GSA) Unit 131 |
{30/ 2507383 | M | 20 | 185 38E | 31920 |Hobbs; Grayburg - San Andres 19520 |North Hobbs {GSA) Unit 141 0 2265310 2265330 2265350
| 30 2512493 [ N [ 20 | 188 38E | 31920 Hobbs; Grayburg - San Andres 19520 |North Hobbs (GSA) Unit 241 0
30[ 2507371 | O | 20 18S 38E | 31920 |Hobbs; Grayburg - San Andres 19520 {North Hobbs (GSA) Unit 341 0 |22653102265330
30| 25-073%0 | M | 21 188 38E | 31920 [Hobbs; Grayburg - San Andres 19520 |North Hobbs (GSA) Unit 141 0
30[ 2507386 | O { 21 | .18S 38E_ | 31920 |Hobbs; Grayburg - San Andres 19520 [North Hobbs (GSA) Unit ad) 0
30{ 25-12494 | E | 27 185 38E | 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs {(GSA) Unit 121 O |2265310 2265330 2265350
30| 25-30910 | E | 27 | 18S 38E | 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 221 J
30| 25-12495 | K | 27 185 38E | 31920 |Hobbs; Grayburg - San Andres 19520  {North Hobbs (GSA) Unit 231 O |22653102265330{2265350
300 26-07410 | L | 27 185 38E | 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 131 0O [2265310{2265330| 2265350
30| 2507408 | M | 27 18S 38E 31920 |Hobbs; Grayburg - San Andres 19520  {North Hobbs (GSA) Unit 141 0 |2265310| 2265330 2265350
30{ 25-07409 | N | 27 185 38E | 31920 [Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 241 !
302507419 | A | 28 | 185 | 3BE . | 31920 {Hobbs;Graybuig~SanAndres 119520 - North Hobbs{GSA) Unit 4n O 12265310|2265330
30| 25407417 | B | 28 | 18S 38E | 31920 |Hobbs; Grayburg - San Andres 19520 |North Hobbs (GSA) Unit 311 {
w 30] 25-29931 | B | 28 185 38E | 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 342 0 |2265310]2265330
i 30| 2507425 | C | 28 185 38E | 31920 {Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 211 |
30 2507422 | D | 28 | 18S 38E | 31920 |Hobbs; Grayburg - San Andres 19520 |North Hobbs (GSA) Unit 1 |
30| 25-07420 | E | 28 185 38E | 31920 |Hobbs; Grayburg - San Andres 19520 {North Hobbs (GSA) Unit 121 O [22653102265330 2265350
30| 2528964 | E | 28 | 185 | 3BE | 31920 |Hobbs; Grayburg - San Andres 19520 {North Hobbs (GSA) Unit 122 0 |2265310|2265330| 2265350
30| 2507429 | F | 28 | 18S 38E | 31920 |Hobbs; Grayburg - San Andres 19520  [North Hobbs (GSA) Unit 21 |
30 2507416 | G | 28 188 38E 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 321 O |2265310{2265330} 2265350
30| 25-31655 | G | 28 18S 38E 31820 |Hobbs; Grayburg - San Andres 19520  [North Hobbs {GSA) Unit 332 O |22653102265330
30, 2507418 | H | 28 | 18S 38E ) 31920 |Hobbs; Grayburg - San Andres 19520 |North Hobbs (GSA) Unit 421 0
30 25-27243 | H | 28 | 18S 38E | 31920 |Hobbs; Grayburg - San Andres 19520  [North Hobbs (GSA) Unit 422 |
30 2507413 | | | 28 18S 38E | 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 431 O [22653102265330
L0 2501412 | J | 28 188 38E | 31920 |Hobbs; Grayburg - San Andres 19520 [North Hobbs (GSA) Unit 331 O [2265310]2265330
. 90 2o0r4g1 | K | 28 | 185 38E | 31820 |Hobbs; Grayburg - San Andres 18520 iNorth Hobbs (GSA) Unit 231 !
30| 2528882 | K mm 185 38E | 31920 |Hobbs; Grayburg - San Andres 19520  |North Hobbs (GSA) Unit 232 ]
30 12497 | L 1BS 38E | 31920 |Hobbs; Grayburg - San Andres 18520  |North Hobbs (GSA) Unit 131 O 226531

|

.QC.OQO...C..0.0.QQ.Q..C-’...

—
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requirements, and the focus has been on gaps in state, not

federal requlations, through the state peer review process.

This process has already been supplemented by new state E&P
waste requlation in several producing states, as is discussed

below.

In the Requlatory Determination, the EPA also clarified
the scope of the Bensen Waste exclusion by specifying that the
following listed wastes are exempt from Subtitle C:

Produced water

Drilling fluids

Drill cuttings

Rigwash

Drilling fluids and cuttings from offshore
operations and disposal onshore

Geothermal production fluids

Hydrogen sulfide abatement wastes from geothermal
energy production

Well completion, treatment, and stimulation fluids
Basic sediment and water and other tank bottoms from

storage facilities that hold product and exempt waste

Accumulated materials such as hydrocarbons, solids,
sand and emulsin from production separators, fluid
treating vessels, and production impoundments

Pit sludges and contaminated bottoms from storage or
disposal of exempt bottoms

Workover wastes

Gas plant dehydration wastes, including glycol-based
compounds, glycol filters, filter media, backwash,
and molecular sieves

Gas plant sweetening wastes for sulfur removal,
including amines, amine filters, amine filter media,
backwash, precipitated amine sludge, iron sponge,
and hydrogen sulfide scrubber liquid and sludge
Cooling tower blowdown

Spent filters, filter media, and backwash assuming
the filter itself is not hazardous and the residue
in it is from an exempt waste stream)

Packing fluids

Produced sand

Pipe scale, hydrocarbon solids, hydrates, and other

deposits removed from piping and equipment prior to
transportation

Hydrocarbon-bearing soil

Pigging wastes from gathering lines
Wastes from subsurface gas storage and retrieval,
except for the listed nonexempt wastes




] Constituents removed from produced water before it
is injected or otherwise disposed of

° Liquid hydrocarbons removed from the production
stream but not from o0il refining

L Gases from the production stream, such as hydrogen
sulfide and carbon dioxide, and volatilized
hydrocarbons

® Materials ejected from a producing well during the
process known as blowdown

L Waste crude oil from primary field operations and
production

. Light organics volatilized from exempt wastes in
reserve pits or impoundments or production
equipment.

Further, the status of produced water injected for enhanced
recovery was clarified: it is not a waste for purposes of RCRA
requlation and therefore is not subject to regulation under
either Subtitle C or D.19

The EPA also concluded, however, that wastes which are
not "uniquely associated" with exploration, development, and
production of crude o0il and natural gas are not exempt from
Subtitle C regulation,29 and the agency gave the following
list of wastes which are not included in the Bensen exemption:

® Unused fracturing fluids or acids

] Gas plant cooling tower cleaning wastes

o Painting wastes

] O0il and gas service company wastes, such as empty
drums, drum rinsate, vacuum truck rinsate, sandblast
media, painting wastes, spent solvents, spilled
chemicals, and waste acids

® Vacuum truck and drum rinsate from trucks and drums
transporting or containing non-exempt wastes

® Refinery wastes

] Liquid and solid wastes generated by crude oil and
tank bottom reclaimers

L Used equipment lubricating oils

o Waste compressor o0il, filters, and blowdown

1853 Fed. Reg. at 25,453-54.

1953 Fed. Reg. at 24,454. EPA notes, without
explanation, that if such produced water is stored in surface
impoundments prior to injection it may be subject to RCRA
Subtitle D requirements. 1d.

2013. at 25,448.
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Used hydraulic fluids

Waste solvents

Waste in transportation pipeline-related pits
Caustic or acid cleaners

Boiler cleaning wastes

Boiler refractory bricks

Boiler scrubber fluids, sludges, and ash
Incinerator ash

Laboratory wastes

Sanitary wastes

Pesticide wastes

Radioactive tracer wastes

Drums, insulation, and miscellaneous solids.Z2l

Prior to issuing the Regulatory Determination, the EPA
gathered and evaluated information on all of the issues
required to be analyzed under RCRA,22 and it focused on what
it called "three key factors®” pertaining to E&P wastes:

1. The characteristics, management practices and
resulting impacts of these wastes on health and
the environment;

2. The adequacy of existing state and federal
regulatory programs; and

The economic impacts of any additional
regulatory controls on industry.

The EPA felt that Subtitle C does not provide sufficient
flexibility to take into account the differences in oil and gas
drilling and production sites across the country or to consider
costs and avoid the serious economic impacts that regulation
would create for the 0il and gas industry's exploration and

2113. at 25,454.
22gee 42 U.S.C. § 6982(m) (1) (A)-(G) (1988).

2353 Fed. Reg. 25,446 (1988).
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PURCHASE AND SALE AGREEMENT
BY AND AMONG
AMOCO D.T. COMPANY, AMOCO X.T. COMPANY,
AMOCO Y.T. COMPANY, SWEPI LP,
SHELL LAND & ENERGY COMPANY, SHELL ONSHORE VENTURES INC.,
SHELL K2, INC., AND SHELL EVEREST, INC., AS SELLERS,
AND

OCCIDENTAL PETROLEUM CORPORATION, AS BUYER
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PURCHASE AND SALE AGREEMENT

THIS PURCHASE AND SALE AGREEMENT (this "Agreement") is dated the 7th day of
March, 2000, by and among Amoco D.T. Company, a Delaware corporation
(hereinafter referred to as "Amoco LLC Seller"™), SWEPI LP, a Delaware limited
partnership (hereinafter referred to as "Shell LLC Seller" when reference is
made to 1ts role as a member of Altura Energy LLC and as "SWEPI" when reference
is made to its role as a limited partner of Altura Energy Ltd.) (Amoco LLC
Seller and Shell LLC Seller are hereinafter collectively referred to as "LLC
Sellers"), Amoco X.T. Company, a Delaware corporation (hereinafter referred to
as "Amoco XT"), Amoco Y.T. Company, a Delaware corporation (hereinafter referred
to as "Amoco YT"} (Amoco XT and Amoco YT are hereinafter collectively referred
to as "Amcco LP Sellers"), Shell Land & Energy Company, a Delaware corporation
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(hereafter referred to as "SLEC"), Shell Onshore Ventures Inc., a Delaware
corporation (hereinafter referred to as "SOVI"), Shell K2, Inc., a Delaware
corporation (hereinafter referred to as "SK2"), and Shell Everest, Inc., a
Delaware corporation (hereinafter referred to as ("SEI") (SWEPI, SLEC, SOVI,
SK2, and SEI are hereinafter collectively referred to as "“Shell LP Sellers")
(Amoco LP Sellers and Shell LP Sellers are hereinafter collectively referred to
as "LP Sellers") (LLC Sellers and LP Sellers are hereinafter collectively
referred to as "Sellers") and Occidental Petroleum Corporation, a Delaware
corporation (hereinafter referred to as "Buyer"), and is based on the following
premises. Buyer and Sellers are sometimes hereinafter referred to individually
as a "Party" and collectively as the "Parties."

WHEREAS, the LP was formed for the purpose of holding and exploiting oil
and gas properties in the area specified in the LP Agreement;

WHEREAS, the LLC is the general partner of the LP;

WHEREAS, the Parties desire that Amoco LP Sellers and Shell LP Sellers
sell, assign and convey, and that Buyer LP purchase and accept, the Sold LP
Interests and join Amoco LP Sellers and Shell LP Sellers in ownership of the LP
as a limited partner in order to continue and enhance the LP's current
activities;

| WHEREAS, the Parties desire that Shell LLC Seller sell, assign and convey,

; and that Buyer Member purchase and accept, the Shell Sold LLC Interest, and that
amoco LLC Seller sell, assign and convey, and that Buyer Member purchase and
accept, the Amoco Sold LLC Interest and join Amoco LLC Seller in ownership of
the LLC as a member in order to continue and enhance the LLC's current
activities;

WHEREAS, in conjunction with the consummation of the sale of the Sold LP
Interests and admittance of Buyer LP in the LP, the Parties desire that Buyer
LP, Amoco LP Sellers and Shell LP Sellers enter into the Restated LP Agreement;

I Execution Version
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WHEREAS, in conjunction with the consummation of the sale of the Sold LLC
Interests and admittance of Buyer Member in the LLC, the Parties desire that
\ Buyer Member and Amoco LLC Seller enter into the Restated LLC Agreement, and
that Buyer Member manage, operate and control the LLC;

WHEREAS, simultaneously with the foregoing, the Parties desire that Lender
lend funds to the LP pursuant to the Debt Financing Agreement, that the LP lend
funds to Amoco Borrower pursuant to the Amoco Affiliate Loan Agreement and that

! the LP lend funds to Shell Borrower pursuant to the Shell Affiliate Loan
Agreement; and

WHEREAS, the Parties have reached agreement regarding the foregoing
transactions.

NOW, THEREFORE, based on the mutual covenants and agreements herein
contained, the Parties agree as follows:

| ARTICLE 1. DEFINITIONS

1. Definitions: In this Agreement capitalized terms have the meaning
provided in this Article. All defined terms include both the singular and the
plural of such terms. All references to Articles refer to Articles in this
Agreement, and all references to Exhibits and Schedules refer to Exhibits and
Schedules attached to and made a part of this Agreement.

1.1 "AAA" means the American Arbitration Association.

1.2 "Account Balances" has the meaning set forth in Article 2.2.

1.3 "Accounting Referee" means the accounting firm of Deloitte & Touche,
together with any experts such firm may require in order to settle a particular
dispute.

1.4 "Acquisition Transaction” has the meaning set forth in Article 10.6.

1.5 "Adjusted Purchase Price" has the meaning set forth in Article 2.3.

1.6 "Adverse Condition" means an individual existing condition of a
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Property, or of the soil, subsurface, surface waters, groundwaters, atmosphere,
natural resources or other environmental medium, wherever located, associated
with the ownership or operation of a Property (including, without limitation,
the presence or release of Hydrocarbon or non-Hydrocarbon substances), which (a)
is not in compliance with Environmental Laws existing as of the date of this
Agreement, or (b) requires, if known, or will require, once discovered,
reporting to a Governmental Authority, investigation, monitoring, removal,
cleanup, remediation, restoration or correction in accordance with Environmental
Laws existing as of the date of this Agreement.

1.7 "Advisors" has the meaning set forth in Article 17.2.

‘ 1.8 "Affiliate"™ means any Person that, directly or indirectly, through one
or more entities, controls or is controlled by or is under common control with
the entity specified. For the purpose of this Article, the term "control" means
the power to direct or cause the direction of the management of such Person,
whether through the ownership of voting securities or by contract or agency or
otherwise. Prior to Closing, the LP and the LLC are Affiliates of Sellers and
from and after Closing, the LP and the LLC shall be Affiliates of Buyer and its
affiliates and not Sellers.
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1.9 "Affiliate Contracts" has the meaning set forth in Article 6.13(a}.

1.10 "Affiliated Group" means any affiliated group within the meaning of
Section 1504 (a) of the Code or any similar group under a similar state or local
Law.

1.11 "Agreement" has the meaning set forth in the introductory paragraph.

1.12 "Altura Savings Plan" has the meaning set forth in Article 12.2(b).

1.13 "Altura Severance Plan” has the meaning set forth in Exhibit K-2.

1.14 "Amoco Amended and Restated License Agreement" means the agreement to
be signed at Closing contained in Exhibit O-1.

1.15 "Amoco Affiliate Loan Agreement" means the loan agreement to be
entered into between the LP and Amoco Borrower on the Closing Date,
substantially in the form attached hereto as Exhibit N-6.

1.16 "Amoco Affiliate Note" means the promissory note to be made by Amoco
Borrower in favor of the LP on the Closing Date, substantially in the form
attached hereto as Exhibit N-7.

1.17 "Amoco Aggregate Interest" means 63.915%.

1.18 "Amoco Borrower" means BP International Limited, a private limited
company organized under the laws of England.

1.19 "Amoco Guarantor" means BP Amoco p.l.c., a public limited company
organized under the laws of England.

1.20 "Amoco Guaranty" means the guaranty to be made by Amoco Guarantor in
favor of the LP on the Closing Date, substantially in the form attached hereto
as Exhibit N-8.

1.21 "Amoco Inside Basis" has the meaning set forth in Article 4.6(a).

1.22 "Amoco LLC Interest" means the Amoco Sold LLC Interest and the Amoco
Retained LLC Interest, collectively that are equal to the 63.915% Sharing Ratio
owned by Amoco LLC Seller.

1.23 "Amoco LLC Seller" has the meaning set forth in the introductory
paragraph.

1.24 "Amoco LP Interest" means the Amoco Sold LP Interest and the Amoco
Retained LP Interest, collectively that are equal to the 62.6367% Partnership
Interest owned by Amoco LP Sellers, collectively.

1.25 "Amoco LP Sellers" has the meaning set forth in the introductory
paragraph.
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1.26 "Amoco Outside Basis" has the meaning set forth in Article 4.6(a).
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1.27 "Amoco Retained LLC Interest" means the percentage interest of Amoco
LLC Seller in the LLC set forth under the column titled "Retained Interest and
Post-Closing Interest”™ in Exhibit H-1.

1.28 "Amoco Retained LP Interests" means the aggregate of the percentage
interests of Amoco LP Sellers in the LP set forth under the column titled
"Retained Interest and Post-Closing Interest" in Exhibit H-1.

‘ 1.29 "Amoco Second Sold LLC Interest” means a 49% interest in the LLC held
‘ by Amoco LLC Seller.

1.30 "Amoco Sellers" means Amoco LP Sellers and Amoco LLC Sellers.

1.31 "Amoco Sold LLC Interest™ means the percentage interest of Amoco LLC
Seller in the LLC set forth under the column titled "Seller Interest Sold at
Closing" in Exhibit H-1.

1.32 "Amoco Sold LP Interests" means the aggregate of the percentage
interests of Amoco LP Sellers in the LP set forth under the column titled
"Seller Interest Sold at Closing"” in Exhibit H-1.

1.33 "Amoco XT" has the meaning set forth in the introductory paragraph.
1.34 "Amoco YT" has the meaning set forth in the introductory paragraph.

1.35 "Arbitrable Dispute" means, except as provided otherwise in this
Agreement, any and all disputes arising under, related to, or in connection with
this Agreement or the LP Agreement.

1.36 "Assets"” means those assets owned or held by the LP and the LLC,
including, without limitation, the Properties.

1.37 "Assignment of Limited Liability Company Interest"” means a document in
the form of Exhibit D-1.

1.38 "Assignment of Partnership Interest" means a document in the form of
Exhibit D-2.

1.39 "Business Day" means each Day, except Days when federally chartered
banks are required to be closed.

1.40 "Buyer™ has the meaning set forth in the introductory paragraph. |
1.41 "Buyer Benefit Plans" has the meaning set forth in Article 12.2{(e).
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1.42 "Buyer Group" means: (a) Buyer and its officers, directors, agents,
representatives, consultants and employees, and (b) Buyer's Affiliates and their
officers, directors, agents, representatives, consultants and employees.

1.43 "Buyer LP" means OXY Oil Partners, Inc., a Delaware corporation and
subsidiary of Buyer.

1.44 "Buyer Member" means OXY USA Inc., a Delaware corporation and
subsidiary of Buyer.

1.45 "Buyer's Negotiating Team" means the Persons named on Part I of !
Exhibit P.

1.46 "Buyer's Representative" has the meaning set forth in Article
17.3(b) (L1) .

Assets which occurs during the period between execution of this Agreement and
Closing as a result of acts of God, fire, explosion, pipeline or gathering line
failure, earthquake, windstorm, flood, drought, blowout, but excepting downhole
mechanical failure (unrelated to the foregoing), depletion due to normal
production, depreciation of equipment through ordinary wear and tear, reservoir

1.47 "Casualty Loss" means any loss, damage or reduction in value of the
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changes, and transactions permitted under this Agreement.
1.48 "Certificate" means a document in the form of Exhibit E.

1.49 "Claim" means any and all claims, demands, suits, causes of action,
losses, damages, liabilities, fines, penalties and costs (including, without
limitation, attorneys' fees and costs of litigation), whether known or unknown,

! including Environmental Claims and Non-Environmental Claims.

1.50 "Claimant" has the meaning set forth in Article 16.1 and means either
Buyer or Sellers collectively.

1.51 "Claiming Employees" has the meaning set forth in Article 12.5(b).

1.52 "Close" or "Closing" means the consummation of the sale of the Sold
LLC Interests from LLC Sellers to Buyer, and the consummation of the sale of the
Sold LP Interests from LP Sellers to Buyer, including execution and delivery of
all documents and other legal consideration provided in this Agreement pursuant
to Article 14.

1.53 “"Closing Amount" has the meaning set forth in Article 2.3.
1.54 "Closing Date" means the later to occur of (i) the third Business Day

after satisfaction or waiver by the appropriate Parties of the conditions to
Closing set forth in Articles 14.2 and 14.3 and (ii) April 30, 2000.

1.55 "Code" means the Internal Revenue Code of 1986, as amended.
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! 1.56 "Compensation Claims" has the meaning set forth in Article 12.5(b).

1.57 "Computed Interest” means interest at a rate equal to LIBOR,
calculated daily.

1.58 "Confidential Information Memorandum" means that certain Confidential
Information Memorandum for Altura Energy Ltd. dated as of November, 1999,
prepared by Lehman Brothers and Credit Suisse First Boston.

1.59 "Confidentiality Agreement" means that certain Confidentiality
Agreement dated the 30th day of November, 1999, by and among BP Amoco
Corporation, Shell Exploration & Production Company, Buyer, and the LP, as it
may be amended from time to time.

1.60 "Contract" means any written or oral contract, agreement, agreement
regarding indebtedness, indenture, debenture, note, bond, loan, loan agreement,
! collective bargaining agreement, lease, mortgage, franchise, license agreement,
purchase order, binding bid, commitment, letter of credit or any other legally
binding arrangement.

1.61 "Day"™ means a calendar day consisting of twenty-four (24) hours from
midnight to midnight.

1.62 "Debt Financing" means the loans to the LP in accordance with the Debt
Financing Terms set forth in Exhibit N.

1.63 "Debt Financing Agreements" means the agreements evidencing the Debt
Financing.

1.64 "Defensible Title” means the title held by the LP that:

1.64.1 entitles the LP to receive throughout the duration of the
productive life of any Property not less than the "net
revenue interests” set forth in Exhibit A of all
Hydrocarbons produced, saved and marketed from any Property
except decreases in connection with those operations in
which the LP may be nonconsenting co-owners, decreases
resulting from the establishment or amendment of pools or
units, and decreases required to allow other working
interest owners to make up past underproduction or pipelines
to make up past under deliveries and except as stated in
such Exhibit A; and

1.64.2 obligates the LP to bear a percentage of the costs and
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expenses associated with the ownership, operation,
maintenance and repair of any Property in an amount not
greater than the "working interests" set forth in Exhibit A
without increases throughout the productive life of such
Property, except as stated in Exhibit A and except increases
resulting from contribution requirements with respect to
defaulting co-owners under applicable operating agreements
and increases that are
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accompanied by at least a proportionate increase in the LP's
net revenue interest.

1.65 "Deficiency" has the meaning set forth in Article 4.3.

1.66 "Disputing Party" has the meaning set forth in Article 15.3.

1.67 "Dollars" means United States Dollars.

1.68 "DTPA" has the meaning set forth in Article 17.13.

1.69 "Earnest Money" has the meaning set forth in Article 2.5.

1.70 "Eligible Personnel” shall have the meaning set forth in Exhibit K-2.

1.71 "Environmental Claims" means all Third Party Claims which are asserted
pursuant to Environmental Laws or which relate to, arise out of, or are
connected with, directly or indirectly, Adverse Conditions, including, without
limitation, for personal injury, death or property damage under common law or
any other non-Environmental Laws.

1.72 “Environmental Laws"™ means, as the same have been amended to the date
of this Agreement, or such other date as provided in this Agreement, the
Comprehensive Environmental Response, Compensation and Liability Act, 42 U.S.C.
Section 9601 et seq.; the Resource Conservation and Recovery Act, 42 U.S.C.
Section 6901 et seq.; the Federal Water Pollution Control Act, 33 U.S.C. Section
1251 et seq.; the Clean Air Act, 42 U.S.C. Section 7401 et seq.:; the Hazardous
Materials Transportation Act, 49 U.S.C. Section 1471 et seq.; the Toxic
Substances Control Act, 15 U.S.C. Sections 2601 through 2629; the Oil Pollution
Act, 33 U.S.C. Section 2701 et seq.; the Emergency Planning and Community
Right-to-Know Act, 42 U.S5.C. Section 11001 et seq.; and the Safe Drinking Water
Act, 42 U.S.C. Sections 300f through 300j; and all similar Laws of any
Governmental Authority having jurisdiction over the property in question
addressing pollution or protection of the environment and all regulations
implementing the foregoing.

1.73 "ERISA" has the meaning set forth in Article 8.2(u).

1.74 "ERISA Affiliates™ has the meaning set forth in Article 8.2(u).

1.75 "ERISA Plans" has the meaning set forth in Article 8.2(u).

1.76 "Escrow Agreement" means that certain escrow agreement entered into
among Buyer, Sellers, and Chase Bank of Texas, National Association, the escrow
agent, the form of which is attached hereto as Exhibit TI.

1.77 "Estate” has the meaning set forth in Article 3.2(b).

1.78 "Excess” has the meaning set forth in Article 4.3.
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1.79 "Excluded Assets" means assets of Sellers Group not contributed to the
LP pursuant to the Master Agreement.

1.80 "Fair Market Value" means, with respect to a Casualty Loss, the
commercially reasonable repair or comparable replacement cost of the Asset
subject to the Casualty Loss as of the date of such Casualty Loss.

1.81 "Financial Statements" has the meaning set forth in Article 8.2 (p).

1.82 "Final Determination" has the meaning set forth in Article 4.6(e).

httn-/fcontracts.corporate. findlaw com/agreements/occidentalpetrol/amoco.purch.2000.03.07.htm! 6/21/02

U L L L i R EEEEmmmmmmm——.y




FindLaw - Purchase and Sale Agreew - Amoco D.T. Co., Amoco X.T. Co, Amoco‘. Co, SWEPI LP, Shel.. Page 9 of 57

1.83 "First Party" has the meaning set forth in Article 10.12(c).
1.84 "Formation Date" means February 28, 1997.
| 1.85 "GAAP" has the meaning set forth in Article 17.4.

1.86 "Governmental Authority" means any federal, state, local, municipal or
other governments; any governmental, regulatory or administrative agency,
commission, body or other authority exercising or entitled to exercise any
administrative, executive, judicial, legislative, police, regulatory or taxing
authority or power, and any court or governmental tribunal, including, without
limitation, any tribal authority having jurisdiction.

1.87 "Greater Permian Area" means the lands within the counties of Chaves,
Curry, Eddy, Lea and Roosevelt, State of New Mexico, and the counties of
Andrews, Bailey, Borden, Brewster, Cochran, Coke, Concho, Cottle, Crane,
Crockett, Crosby, Culberson, Dawson, Dickens, Ector, Edwards, El Paso, Fisher,
Floyd, Gaines, Garza, Glasscock, Hale, Hockley, Howard, Hudspeth, Irion, Jeff
Davis, Kent, Kimble, King, Lamb, Loving, Lubbock, Lynn, Martin, Mason,

‘ McCulloch, Menard, Midland, Mitchell, Motley, Nolan, Pecos, Presidio, Reagan,
Reeves, Runnels, Schleicher, Scurry, Sterling, Sutton, Terrell, Terry, Tom

‘ Green, Upton, Val Verde, Ward, Winkler and Yoakum, State of Texas, and all Texas

and New Mexico counties contiguous to such counties.

1.88 "HSR Act" means the Hart-Scott-Rodino Antitrust Improvements Act of
| 1976, as amended.

1.89 "Hydrocarbons" means crude oil, natural gas, casinghead gas,
condensate, sulfur, natural gas liquids, and other liquid or gaseous
hydrocarbons and also means any other minerals of every kind or character.

1.90 "Indemnified Person” has the meaning set forth in Article 17.3(b) (ii).
1.91 "Indemnity Claim" has the meaning set forth in Article 6.7.

1.92 "Indemnity Claim Notice" means a notice of a Claim provided in
accordance with Article 6.7.
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1.93 "Interests" means the LLC Interests and the LP Interests.

1.94 "Intergroup Contributions” means capital contributions made pursuant
to and as defined in the LP Agreement by Sellers or their respective Affiliates
to the LLC or the LP, from and including the Settlement Date to, but excluding,
the Closing Date.

1.95 "Intergroup Distributions" means any dividends, equity redemptions or

i repurchases, debt repayments or distributions made by the LLC or the LP to

‘ Sellers or any of their respective Affiliates and any other amounts payable to
the LLC or the LP but received and retained by Sellers or any of their
respective Affiliates from and including the Settlement Date to, but excluding,
the Closing Date, excluding payments by the LLC or the LP to Sellers or their
respective Affiliates for goods or services delivered, performed or invoiced at
any time pursuant to written agreements or pursuant to certain informal
arrangements with a cost under such informal arrangements not to exceed Two
Hundred Thousand Dollars ($200,000) in the aggregate in the ordinary course of
business.

1.96 "IRS" has the meaning set forth in Article 8.2(y).

1.97 "IT Report" means that certain report dated November, 1999, prepared
by The IT Corporation, in conjunction with a Phase I environmental site
assessment covering the Properties.

1.98 "Laws™ means any and all laws, statutes, ordinances, permits, decrees,
writs, injunctions, orders, codes, judgments, principles of common law, rules or
regulations (including, without limitation, Environmental Laws) which are
promulgated, 1lssued or enacted by a Governmental Authority having jurisdiction.

1.99 "Lender" means one or more Third Party financial institutions that

will lend to the LP pursuant to the Debt Financing Agreements.

\
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1.100 "LIBOR" means the London Interbank Offered Rate calculated on a per
annum basis using a three hundred sixty (360) Day year as set forth on page 3750
of the Telerate Screen for three month LIBOR (or if such screen shall cease to
be publicly available, as reported on Reuters Screen page "LIBO" or by any other
publicly available source of similar market rate). The LIBOR rate for Days other
than Business Days shall be the immediately preceding Business Day's rate.

1.101 "Licensed Technology" means Amoco Proprietary Technology, Amoco CO2
EOR Technology, Shell Proprietary Technology, Shell CO2 EOR Technology,
partnership Technology and Partnership CO2 EOR Technology as those terms are
defined in the Amoc¢o Amended and Restated License Agreement and the Shell
Amended and Restated License Agreement.

1.102 "LLC" means Altura Energy LLC, a Delaware limited liability company.
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1.103 "LLC Agreement" means the Limited Liability Company Agreement of
Altura Energy LLC dated as of February 20, 1997, between Amoco D. T. Company and
SWEPI LP, the successor of Shell Western E&P, Inc.

1.104 "LLC Group"” means (a) the LLC and its officers, directors, agents,
representatives, consultants and employees, and (b) the LLC's Affiliates and
i their officers, directors, agents, representatives, consultants and employees.

1.105 "LLC Interests" means the Amoco LLC Interest and the Shell LLC
Interest, collectively.

1.106 "LLC Sellers"™ has the meaning set forth in the introductory
paragraph.

1.107 "LLC Tax Matters Partner" means the tax matters partner of the LLC
designated by the parties to the LLC Agreement pursuant to Section 6231 (a) (7) of
the Code.

i 1.108 "Lowest Cost Response" means that response to an Adverse Condition
that is reasonably expected to provide the lowest cost necessary for the
reporting, investigation, monitoring, removal, cleanup, remediation, restoration
or correction of such condition to meet Environmental Laws in effect at the time
of such response to the satisfaction of any Governmental Authorities with
jurisdiction over the Property on which such condition exists, which response
does not materially interfere with the use or operation of such Property;
provided that Buyer or the LP may, at its option, conduct a supplemental
response at its own expense.

1.109 "LP" means Altura Energy Ltd., a Texas limited partnership.

1.110 "LP Agreement" means that certain Agreement of Limited Partnership
dated as of February 25, 1997, by and among the LLC, Amoco LP Sellers, and Shell
LP Sellers.

1.111 "LP Group” means: (a) the LP and its officers, directors, agents,
representatives, consultants and employees, and (b) the LP's Affiliates and

their officers, directors, agents, representatives, consultants and employees.

1.112 "LP Interests" means the Amoco LP Interests and the Shell LP
Interests, collectively.

1.113 "LP Sellers"™ has the meaning set forth in the introductory paragraph.
1.114 "LP Tax Matters Partner" means the tax matters partner of the LP
designated by the parties to the LP Agreement pursuant to Section 6231 (a) (7) of

the Code.

1.115 "Master Agreement" means that certain Master Agreement dated as of
February 20, 1997, among Sellers.

1.116 "Material Contracts" has the meaning set forth in Article 8.2(q).
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1.117 "Non-Environmental Claims” means all Claims, except for Environmental
Claims.
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1.118 "Non-ERISA Plans" has the meaning set forth in Article 8.2(z).
1.119 "Non-Foreign Affidavit" means a document in the form of Exhibit F.
1.120 "NORM" means naturally occurring radiocactive materials.

1.121 "NSAI Report" means that certain report prepared by Netherland,
Sewell & Associates, Inc. dated November 22, 1999 (as later supplemented and
corrected, copies of which supplement and correction were previously furnished
or made available to Buyer), entitled "Estimate of Reserves and Future Revenue
to the Altura Energy Ltd. Interest in Certain 0Oil and Gas Properties as of
January 1, 2000, Based on Escalated Prices and Costs."

1.122 "Occidental Agreement” means the agreement to be entered into between
Buyer and LP Sellers on the Closing Date, substantially in the form attached
hereto as Exhibit N-9.

1.123 "Operative Documents" means the following documents: the Restated LP
Agreement; the Restated LLC Agreement; the Shell Affiliate Loan Agreement; the
Shell Affiliate Note; the Shell Guaranty; the Amoco Affiliate Loan Agreement;
the Amoco Affiliate Note; the Amoco Affiliate Guaranty; the Occidental
Agreement; the Amoco Amended and Restated License Agreement; the Shell Amended
and Restated License Agreement; the Assignment of Limited Liability Company
Interest; the Assignment of Partnership Interest; the Certificate of each
Seller; the Certificate of Buyer; the Non-Foreign Affidavit of each Seller; and
certain modification agreements delivered pursuant to Article 14.2(f).

1.124 "Partnership Interest" means the right to a share of the profits and
losses of the LP and the right to receive distributions of the LP's assets, and
the right to vote with respect to the LP; in each case, as provided in the LP
Agreement .

1.125 "Party or Parties"™ has the meaning set forth in the introductory
paragraph.

1.126 "Permitted Encumbrances" means any and all of the following:

1.126.1 royalties, overriding royalties, production payments,
reversionary interests, convertible interests, net profits
interests and similar burdens encumbering the Properties to

| the extent the net cumulative effect of such burdens does
not operate to reduce the net revenue interests of the
Properties to less than that set forth in Exhibit A or
increase the working interests above that set forth in
Exhibit A without a corresponding increase in the net
revenue interest above that set forth in Exhibit A;

1.126.2 consents to assignment and similar contractual provisions
affecting the Properties;
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1.126.3 preferential rights to purchase and similar contractual
provisions affecting the Properties;

1.126.4 required notices to and filings with a Governmental
Authority associated with the conveyance of the Properties;

1.126.5 rights reserved to or vested in a Governmental Authority
having jurisdiction to control or reqgulate the Properties in
any manner whatsoever, and all Laws of such Governmental
Authorities;

1.126.6 easements, rights-of-way, servitudes, surface leases,
sub-surface leases, grazing rights, logging rights, ponds,
lakes, waterways, canals, ditches, reservoirs, equipment,
pipelines, utility lines, railways, streets, roads and
structures on, over and through the Properties {including
such encumbrances in favor of Sellers Group entered into
pursuant to Article 10.2);

1.126.7 the terms and conditions of the unitizations,
communitizations, farmout or farmin agreements, term
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assignments, poolings, licenses and permits affecting the
Properties;

1.126.8 liens for Taxes or assessments not yet delinquent or, if
delinquent, are being contested by the LP in good faith in
the normal course of business; provided, however, this
provision will not diminish or affect in any way the
Parties' rights and obligations under the indemnities
provided in this Agreement;

1.126.9 liens of operators relating to obligations not yet
delinquent or, if delinquent, are being contested by the LP
in good faith in the normal course of business; provided
however, this provision will not diminish or affect in any
way the Parties' rights and obligations under the
indemnities provided in this Agreement;

1.126.10 Third Party Claims referenced on Exhibit C-1;
1.126.11 gas imbalances associated with the Properties;
1.126.12 suspense funds associated with the Properties; and

1.126.13 such defects or irregularities in the title to the
Properties that do not materially interfere with the
ownership, operation, value or use of the Properties
affected thereby and that would not be considered material
when applying general standards in the o0il and gas industry.

1.127 "Person" means an individual, group, partnership, corporation, trust
or other entity.
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1.128 "Personnel" has the meaning set forth in Article 12.1.
1.129 "Pollution Control Bonds" has the meaning set forth in Article 10.4.

1.130 "Pollution Control Facilities" has the meaning set forth in Article
10.4.

1.131 "Possible Condition Precedent Failure" has the meaning set forth in
Article 10.12¢(a).

1.132 "Post-Closing Notice" has the meaning set forth in Article 4.3.

1.133 "Post-March Computed Interest" means interest at a rate equal to
LIBOR minus the basis points per annum using a three hundred sixty (360) day
year in accordance with the following schedule:
<TABLE>
<S>
For the period from and including March 31 to but excluding April 30
For the period from and including April 30 to but excluding May 31
For the period from and including May 31 to but excluding June 30
For the period from and including June 30 to but excluding July 31
For the period from and including July 31 to but excluding the Closing Date
</TABLE>
calculated on a daily basis.

1.134 "Pref Rights Holders" has the meaning set forth in Article 3.2(b).

1.135 "Process Safety Management" means Process Safety Management of Highly
Hazardous Chemicals, Explosives and Blasting Agents (29 C.F.R. 1910.119), as
amended.

1.136 "Property" or "Properties" means:

1.136.1 all oil and gas leasehold interests, royalty interests,
overriding royalty lnterests, mineral interests, production
payments, net profits interests and surface interests that
are attributable to the interests described in Exhibit A,
together with all non-producing interests, reversionary
interests, fee interests and leasehold interests that are
owned or held by the LP (including, without limitation,

http://contracts.corporate.findlaw.com/agreements/occidentalpetrol/amoco.purch.2000.03.07.him|
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surface interests and non-unitized horizons or zones both
below and above existing production), and the production of
Hydrocarbon and non-Hydrocarbon substances attributable to
the foregoing;

1.136.2 all unitization, communitization and pooling declarations,
orders, and agreements (including all units formed by
voluntary agreement and those formed under the rules,
regulations, orders or other official acts of any
Governmental Authority having jurisdiction) to the extent
they relate to any of the interests that are described in
Exhibit A, or to non-producing interests, reversionary
interests, fee interests and leasehold
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interests that are owned or held by the LP (including,
without limitation, surface interests and non-unitized
horizons or zones both below and above existing production),
or the production of o0il, gas or other Hydrocarbon and
non-Hydrocarbon substances attributable to the foregoing;

1.136.3 all oil and/or gas sales contracts, processing contracts,
gathering contracts, transportation contracts, easements,
rights-of-way, servitudes, surface leases, subsurface
leases, farm-in and farm-out contracts, areas of mutual
interest, balancing contracts, operating agreements, and
other contracts, agreements and instruments to the extent
they relate to any of the interests that are described in
Exhibit A, or to non-producing interests, reversionary
interests, fee interests and leasehold interests that are
owned or held by the LP (including, without limitation,
surface interests and non-unitized horizons or zones both
below and above existing production), or the production of
0il, gas or other Hydrocarbon and non-Hydrocarbon substances
attributable to the foregoing; and 1.136.4 all personal
property, improvements, fixtures, wells (whether producing,
shut-in, injection, disposal, water supply or plugged and
abandoned), tanks, boilers, buildings, machinery, equipment,
pipelines, utility lines, imbalances (production, gathering,
transportation, processing or otherwise), suspense funds,
water rights, roads, permits, licenses and other
appurtenances, to the extent the same are situated upon and
used or held for use by the LP primarily associated with the
ownership, operation, maintenance or repair of the interests
that are described in Exhibit A, or with non-producing
interests, reversionary interests, fee interests and
leasehold interests that are owned or held by the LP
(including, without limitation, surface interests and
non-unitized horizons or zones both below and above existing
production), or the production of oil, gas or other
Hydrocarbon and non-Hydrocarbon substances attributable to
the foregoing.

1.137 "Properties Information" means those Records which are lease files,
land files, regulatory files, well files, gas processing files, division order
files, abstracts, title opinions, engineering, production, geological,
geophysical and other exploration data, books of accounts, records, maps,
drawings, core samples, reserve reports, engineering reports, and correspondence
with, reports to and filings with Governmental Authorities to the extent that
they are associated with the ownership or operation of the interests that are
described in Exhibit A or the production of oil, gas or other Hydrocarbon and
non~-Hydrocarbon substances attributable thereto, and including any trade
secrets, know-how and copyrights in such Records. "Properties Information" shall
not include "“Licensed Technology."

1.138 "Purchase Price"” has the meaning set forth in Article 2.3.
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1.139 "Records" means the LLC's and the LP's books, records and files
(except that Sellers may retain copies of such records that relate to

liabilities as to which Sellers are obligated to provide indemnity that is not

hrin-/ieontracts corporate. findlaw.com/agreements/occidentalpetrol/amoco.purch.2000.03.07 html| 6/21/02

_-m__m_—__




FindLaw - Purchase and Sale AgrcetO- Amoco D.T. Co., Amoco X.T. Co, Amoco ’Co, SWEPI LP, Shel.. Page 14 of 57

subject to any thresholds in Article 6.5) (including, without limitation, the
NSAI Report and the IT Report). Buyer acknowledges that the LLC and the LP image
and retain Records in electronic format, and may provide imaged or electronic
Records as opposed to originals or hard copies. "Records" shall not include
"Licensed Technology."

1.140 "Remediation Cost" means the cost or expense of the Lowest Cost

Response of addressing an Adverse Condition {(net of any operating costs that
would be incurred even in the absence of the Adverse Condition) or Environmental
Claim, including, without limitation, costs of investigation, monitoring,
reporting, removal, cleanup, remediation, restoration and correction, fines or

‘ penalties, oversight or administrative costs of any Governmental Authority,
attorneys' fees and the cost or expense of defense against any Claim and
liabilities for any Claim, in each case related to, arising out of, or connected
with such Adverse Condition or Environmental Claim.

1.141 "Respondent” has the meaning set forth in Article 16.1 and means
either Buyer or Sellers collectively.

1.142 "Restated LLC Agreement" means the agreement and attachments thereto
substantially in the form attached hereto as Exhibit N-2.

1.143 "Restated LP Agreement" means the agreement and attachments thereto
substantially in the form attached hereto as Exhibit N-1.

1.144 "Retained Interests" means the Amoco Retained LLC Interest, the Amoco
Retained LP Interest and the Shell Retained LP Interest, collectively.

1.145 "Sales Tax"™ means any and all transfer, sales, use or similar taxes,
and any associated penalties and interest.

1.146 "SEC" has the meaning set forth in Article 10.7.

1.147 "Second Close" or "Second Closing" means the consummation of the
purchase and sale of the Amoco Second Sold LLC Interest from Amoco LLC Seller to
Buyer.

1.148 "Second Closing Amount" means Thirty Seven Million Five Hundred
Thousand Dollars ($37,500,000).

1.149 "Second Closing Date"” means the later to occur of (i) the first
Business Day after 366 Days after the Closing Date and (ii) the first Business
Day after satisfaction or waiver by the appropriate Parties of the conditions to
the Second Closing set forth in Article 18.4.

1.150 "SEI" has the meaning set forth in the introductory paragraph.
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1.151 "Sellers”™ has the meaning set forth in the introductory paragraph.

1.152 "Sellers Group" means: (a) Sellers and their officers, directors,
agents, representatives, consultants and employees, and (b) Sellers' Affiliates
and their officers, directors, agents, representatives, consultants and
employees.

1.153 "Sellers Insurance Policies" has the meaning set forth in Article

1.154 "Sellers Knowledge" means the actual knowledge of LP Sellers and LLC

Sellers and any of the individuals listed on Exhibit L.

1.155 "Sellers Negotiating Team" means, with respect to each Seller, the
Persons named on Part II of Exhibit P for such Seller.

1.156 "Sellers Retained Environmental Liabilities" means those matters set
forth in Exhibit B.

1.157 "Sellers Retained Liabilities" means the liabilities set forth in
Artvicle 6.4.

1.158 "Settlement Date" means the lst day of January, 2000, at 12:01 a.m.,
Central Standard Time.
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1.159 "Sharing Ratio" means the right to a share of the profits and losses
of the LLC and the right to receive distributions of the LLC's assets and the

right to vote with respect to the LLC; in each case, as provided in the LLC
Agreement.

1.160 "Shell Affiliate Loan Agreement" means the lcan agreement to be
entered into between the LP and Shell Borrower on the Closing Date,
substantially in the form attached hereto as Exhibit N-3.

1.161 "Shell Affiliate Note" means the promissory note to be made by Shell
Borrower in favor of the LP on the Closing Date, substantially in the form
attached hereto as Exhibit N-4.

1.162 "Shell Aggregate Interest" means 36.085%.

1.163 "Shell Amended and Restated License Agreement" means the agreement to
be signed at Closing contained in Exhibit 0-2.

1.164 "Shell Borrower" means an entity designated by Shell 0il Company
prior to the Closing Date in which Shell 0il Company owns, directly or
indirectly, a substantial interest or which owns, directly or indirectly, a
\ substantial interest in Shell 0il Company and having its chief executive office
: or principal place of business in the European Union, the United Kingdom, the
| Netherlands, the United States or Canada.

1.165 "Shell Guaranty" means the guaranty made by Shell 0il Company in
favor of the LP on the Closing Date, substantially in the form attached hereto
as Exhibit N-5.
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1.166 "Shell Inside Basis" has the meaning set forth in Article 4.6 (b).

1.167 "Shell LLC Interest"” means the Shell Sold LLC Interest and the Shell
Retained LLC Interest, collectively, that is equal to the 36.085% Sharing Ratio
owned by Shell LLC Seller.

1.168 “Shell LLC Seller" has the meaning set forth in the introductory
paragraph.

1.169 "Shell LP Interest" means the Shell Sold LP Interests and the Shell
Retained LP Interests, collectively, that are equal to the 35.3633% Partnership
Interest owned by Shell LP Sellers, collectively.

1.170 "Shell LP Sellers" has the meaning set forth in the introductory
paragraph.

1.171 "Shell Outside Basis" has the meaning set forth in Article 4.6(b).

1.172 "Shell Retained LP Interests" means the aggregate of the interests of
Shell LP Sellers in the LP set forth under the column titled "Retained Interests
and Post-Closing [nterest" in Exhibit H-1.

1.173 "Shell Sellers" means Shell LLC Sellers and Shell LP Sellers.

1.174 "Shell Sold LLC Interest" means the interest of Shell LLC Sellers in
the LLC set forth under the column titled "Seller Interest Sold at Closing" in
Exhibit H-1.

1.175 "Shell Sold LP Interests" means the aggregate of the interests of
Shell LP Sellers in the LP set forth under the column titled "Seller Interest
Sold at Closing" in Exhibit H-1.

1.176 "SKZ2" has the meaning set forth in the introductory paragraph.

1.177 "SLEC" has the meaning set forth in the introductory paragraph.

1.178 "Sold LLC Interests" means the Amoco Sold LLC Interests and the Shell
Sold LLC Interests, collectively.

1.179 "Sold LP Interests" means the Amoco Sold LP Interests and the Shell
Sold LP Interests, collectively.

1.180 "SOVI" has the meaning set forth in the introductory paragraph.
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1.181 "Specified Representations and Warranties" has the meaning set forth
in Article 8.3(a).

1.182 "SWEPL" has the meaning set forth in the introductory paragraph.
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1.183 "Tax" means all taxes, including income tax, surtax, remittance tax,
presumptive tax, net worth tax, special contribution, production tax, pipeline
transportation tax, value added tax, withholding tax and any gross receipts tax,
windfall profits tax, profits tax, severance tax, personal property tax, real
property tax, sales tax, transfer tax, use tax, excise tax, premium tax,
environmental tax (including taxes under Section 59A of the Code), customs
duties, stamp tax, capital stock tax, franchise tax, occupation tax, payroll
tax, employment tax, social security, unemployment tax, disability tax,
alternative or add-on minimum tax, estimated tax, and any similar tax imposed by
any Governmental Authority thereof together with any interest, fine or penalty,
or addition thereto, whether disputed or not.

1.184 "Tax Return" means any return, form, declaration of estimated Tax,
report, claim for refund, or information return or statement relating to Taxes,
including any schedule or attachment thereto, and including any amendment
thereof.

1.185 "Third Party" means (i) any Person other than Sellers and Buyer and
their respective Affiliates and the LP and the LLC, and (ii) any Governmental
Authority.

1.186 "Title Defect" means (a) any matter that would cause the LP not to
have Defensible Title to a Property or (b) other than the Permitted
Encumbrances, an individual defect in the LP's title to a Property, and as to
both (a) and (b) expressly excluding the State of New Mexico's failure to
approve certain assignments by Sellers of New Mexico State Leases to the LP upon
formation of the LP that constitute Sellers Retained Liabilities.

1.187 "Title Value" means the value for each Property determined in
accordance with Article 3.1.

1.188 "Transition Benefits" has the meaning set forth in Exhibit K-2.
1.189 "Transition Period" has the meaning set forth in Exhibit K-2.

1.190 "Unit Operating Agreement" has the meaning set forth in Article

1.191 "WARN Act"” has the meaning set forth in Article 12.4.
1.192 "WARN Obligations" has the meaning set forth in Article 12.4,.

1.193 "Working Capital” means current assets less current liabilities
determined in accordance with GAAP.

1.194 "Working Capital Adjusted Number" means the Working Capital for the
LP as of December 31, 1999, as set forth in the December 31, 1999 balance sheet
comprising a portion of the Financial Statements, less Thirty-Four Million Five
Hundred Thousand Dollars ($34,500,000).

1.195 "Working Capital Statement" has the meaning set forth in Article 4.3.
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ARTICLE 2. SALE OF INTERESTS

2.1 Sale and Purchase. On the Closing Date, upon the terms and conditions
set forth in this Agreement, Sellers agree (1) to sell and assign to Buyer
Member the Sold LLC Interests and (i1} to sell and assign to Buyer LP the Sold
LP Interests in accordance with Exhibit H-1. Sellers will retain and not sell
the Retained Interests pursuant to this Agreement except as otherwise
contemplated by Article 18.

2.2 Account Balances. (a) The LP's standard practice is that on each
requlacr banking Day all cash balances in the LP's bank accounts are transferred
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63.915% to an account for Affiliates of Amoco LP Sellers and 36.085% to an
account for Affiliates of Shell LP Sellers. The amounts which are transferred
are recorded and treated as accounts payable of the recipients and as accounts
receivable of the LP (the "Account Balances").

(b) All Account Balances outstanding on the Closing Date will be paid in
cash to the LP at Closing. If and to the extent that, after the Settlement Date
and from and through the Closing Date, Account Balances have been offset by
equity distributions by the LP to Sellers, these distributions will constitute
Intergroup Distributions which will be taken into account in determining the
Adjusted Purchase Price.

2.3 Purchase Price. The total purchase price, subject to adjustment in
accordance with the terms of this Agreement, paid to Sellers by Buyer for the
Sold LLC Interests and the Sold LP Interests as described in Exhibit H-2 is One
Billion One Hundred Twenty-Four Million Eighty-One Thousand Four Hundred
Thirty-Eight Dollars ($1,124,081,438) (the "Purchase Price"), payable in full
(minus the sum of the amount of Earnest Money and interest earned thereon
pursuant to the Escrow Agreement (net of any escrow costs), which sum is
received by Sellers at Closing as partial payment of the Purchase Price and is
referred to as the "Closing Amount”) at Closing in immediately available funds.
The Purchase Price shall be adjusted as set forth in Article 2.4 (as so
adjusted, the "Adjusted Purchase Price"). The Adjusted Purchase Price will be
allocated to Sellers in accordance with Exhibit H-3.

2.4 Purchase Price Adjustments. The Purchase Price shall be adjusted as
follows:

(a) upward by:
(1) the Working Capital Adjusted Number; and
(2) the amount of any Intergroup Contributions; and

(3) Computed Interest on Three Billion Seven Hundred Fifty Million
Dollars ($3,750,000,000) for the period from and including January 1, 2000,
through but excluding the earlier to occur of the Closing Date and March
31, 2000, and if Closing occurs on or after March 31, 2000, the Post-March
Computed Interest on Three Billion Seven Hundred Fifty Million Dollars
($3,750,000,000) for the period from and including March 31, 2000, to but
excluding the Closing Date.

Execution Version 19
<PAGE>

(b) downward by:
(1) the amount of any Intergroup Distributions: and

(2) the sum of the product obtained by multiplying (x)} fifty basis
points (0.50%) divided by 360 by (y) the daily Account Balance for each day
from the Settlement Date through the Closing Date owed by Affiliates of
Sellers under the terms of the respective Revolving Credit and Cash
Management Agreements dated as of February 28, 1997, among the LP and
Sellers' Affiliates.

2.5 Earnest Money. Upon execution of this Agreement and concurrent with its
delivery to Buyer, Buyer shall deposit Three Hundred Seventy-Five Million
Dollars ($375,000,000) ("Earnest Money") with Chase Bank of Texas, National
Association, who shall hold the Earnest Money in escrow pursuant to the Escrow
Agreement. The Earnest Money will be paid in accordance with the Escrow
Agreement.

ARTICLE 3. PREFERENTIAL RIGHTS AND TITLE VALUES

3.1 Title Values. Sellers and Buyer shall agree on an allocation of the
Purchase Price or the appropriate portion thereof for federal income tax and
financial accounting purposes and, if necessary, for purposes of Article 6.9, no
later than March 31, 2001. If the Parties are unable to reach an agreement by
such date, the determination of Title Values will be submitted to binding
arbitration pursuant to Article 16 of this Agreement. Upon such agreement,
Sellers shall accept such Title Values for the purposes set forth above, but
otherwise shall make no representation or warranty as to the accuracy of such
values.
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3.2 Preferential Rights to Purchase. (a) If in Sellers' reasonable judgment
the transactions contemplated by this Agreement trigger a preferential purchase
right held by a Third Party, Sellers shall cause the LP (i) to provide such
notice to the Third Party as may be required after consultation with Buyer with
respect to such preferential purchase right and (ii) to comply in all other
respects with the agreement in which the preferential purchase right arises. If,
prior to Closing, such preferential purchase rightsholder notifies Sellers that
it elects to exercise its rights with respect to an Asset to which its
preferential purchase right applies (in accordance with and determined by the
agreement in which the preferential purchase right arises), Sellers shall cause
the LP to transfer such Asset to the holder of the preferential purchase right,
and the LP shall retain the consideration therefor. If the time for exercise of
the preferential right to purchase has not expired prior to Closing, the Asset
will continue to comprise part of the Assets of the LP at Closing; provided,
however, if the holder of the preferential purchase right subsequently exercises
its preferential right to purchase, Buyer shall cause the LP to transfer the
Asset subject to the preferential purchase right to such rightsholder and the LP
shall be entitled to the consideration therefor.

(b) The Parties acknowledge that the sale of the Interests pursuant to this
Agreement may trigger a preferential purchase right to that certain oil and gas
estate (the "Estate") covered by that certain Unit Operating Agreement (as
amended, the "Unit Operating Agreement"), in favor of Fasken Land and Minerals,
Ltd. and certain other Persons (the "Pref Rights Holders") covering the Midland
Farms Unit. Sellers will cause the LP to comply with the preferential
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purchase right procedures required by the Unit Operating Agreement; and the
Parties agree that the allocation of that portion of the Purchase Price
attributable to the Pref Rights Holders' interest in the Estate is Sixty-Three
Million Dollars ($63,000,000).

3.3 Consents to Assignment. Sellers shall use reasonable efforts to obtain
prior to Closing any consents from Third Parties required to consummate the
transactions contemplated hereby.

ARTICLE 4. ACCOUNTING AND TAXES

4.1 Distributions. Sellers are entitled to all distributions, if any, paid
by the LP or the LLC with respect to the LLC Interests or the LP Interests, as
applicable, and are responsible for all capital contributions to the LP or the
LLC, as applicable (as defined in the LP Agreement and the LLC Agreement,
respectively), in each case to the extent they occur between January 1, 2000 and
the Closing Date.

4.2 Taxes.

(a) Tax Returns. Sellers shall prepare and file or cause the LLC or the LP
to prepare and file, in a timely manner, all separate federal, state, local and
tribal Tax Returns required by applicable Law for the LP and the LLC for which
the Tax period ends on or before the Closing Date and pay or cause the LLC or
the LP to pay any Taxes shown as due and payable on such Tax Returns. If LP
Seller or LLC Seller is a member of an Affiliated Group, each of Sellers shall
include its share of the income or loss of the LP or the LLC, as applicable, on
the applicable consolidated federal Tax Returns and combined state Tax Returns
for all periods ending on or before the Closing Date and pay any federal and
state Taxes due on such Tax Returns. If necessary, Sellers shall cause the LP
and the LLC to prepare the federal income Tax books for the LP and the LLC in
order to close such Tax books as of the Closing Date in accordance with Section
706 (c) (2) of the Code. Sellers shall prepare and file or cause the LLC or the LP
to prepare and file all Tax Returns due on or before the Closing Date on a
monthly or quarterly basis, including, but not limited to, Sales Taxes and
severance taxes, and the LP or the LLC shall pay all Taxes shown as due on such
Tax Returns. Buyer shall prepare and file or cause to be prepared and filed all
separate federal, state and local Tax Returns for the LP and the LLC for which
the Tax year commences after or includes the Closing Date and pay or cause to be
pald by the LP any Taxes shown as due and payable on such Tax Returns.

(b) Cooperation. Sellers and Buyer shall (i) each provide the other, and
Buyer shall cause the LP and the LLC to provide Sellers, with such assistance as
may reasonably be requested by any of them in connection with the preparation of
any Tax Return, audit or other examination by any taxing authority or judicial
or administrative proceedings relating to liability for Taxes, (ii}) each retain
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and provide the other with access at reasonable times to review and copy any
records or information which the Party requesting access may reasonably deem
relevant to such Tax Return, audit or examination, proceeding or determination,
and (iii) each provide the other with the amount of any income, deductions or
other information required to be shown on any Tax Return of the other for any
period when the Party requested to furnish such information has such information
in its possession.

: Execution Version 21
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The Party requesting assistance hereunder shall reimburse the other Parties
for reasonable out-of-pocket expenses (excluding the cost of wages and benefits
of employees of such Party providing such assistance, which shall be borne
solely by the Party providing such assistance) incurred in providing such
assistance to the extent such expenses exceed an aggregate amount of $50,000;
provided, however, that Buyer shall not be required to reimburse Sellers for
expenses incurred in providing assistance regarding the period prior to the
Formation Date. Without limiting the generality of the foregoing and
notwithstanding anything in this Agreement to the contrary, Buyer shall retain,

| and shall cause the LP and the LLC to retain, until the later of (A) one hundred

‘ twenty (120) Days after the expiration of all statutes of limitations (including
any extensions) or (B) ten (10) years after Closing, copies of all Tax Returns,

‘ supporting work schedules and other records or information in its possession
which may be relevant to such returns for all taxable periods from January 1,
1997, to the Closing Date, inclusive, and shall not destroy or otherwise dispose
of any such records without first providing Sellers with an opportunity to
review and copy the same.

(c) Tax Elections. Buyer shall cause the LP and the LLC to have in effect
for the taxable year in which Closing occurs an election under Section 754 of
the Code.

4.3 Working Capital Settlement and Estimate of Adjusted Purchase Price. No
later than ten (10) Days after execution of this Agreement, Sellers shall submit
a statement (the "Working Capital Statement”) and include therewith an estimate
of the Adjusted Purchase Price to Buyer. The statement shall be prepared using
the audited balance sheet prepared by Ernst and Young. Buyer shall have fourteen
(14) Days to review the Working Capital Statement, including any access to the
LP's and the LLC's financial books and records. On the Day following expiration
of such fourteen (14) Day review period, Buyer shall submit a written report
containing any changes Buyer proposes to be made to the Working Capital
Statement. Sellers and Buyer shall attempt to agree on a final Working Capital
Statement no later than five (5) Days prior to Closing. If Sellers and Buyer are
unable to agree by that date, Sellers' estimate shall be used to determine the
adjustment to the Purchase Price pursuant to Article 2.4 to be used at Closing.
Sellers and Buyer shall use reasonable efforts to resolve any dispute under this
Article 4.3 from and after the Closing Date or refer the matter to the
Accounting Referee for resolution. Within thirty (30) Days after the Closing
Date, Sellers shall submit to Buyer a statement (the "Post-Closing Notice")
which will set forth the difference, if any, between the estimated amount of
Intergroup Contributions and Intergroup Distributions and the actual amount of
Intergroup Contributions and Intergroup Distributions. If the net amount of such
difference is positive, such amount shall be referred to as an "Excess" and if
the net amount of such difference is negative, such amount shall be referred to
as a "Deficiency.” Buyer shall notify Sellers within fifteen (15) Days after
receipt of the Post-Closing Notice whether it disputes Sellers' Post-Closing
Notice. If Buyer disputes Sellers' Post-Closing Notice, Buyer and Sellers shall
attempt to resolve any such dispute within fifteen (15) Days after Sellers
receive a notice from Buyer of such dispute. If Sellers and Buyer are unable to
resolve such dispute within such fifteen (15) Day period, the matter shall be
referred to the Accounting Referee for resolution. The Accounting Referee shall
make its determination as to such dispute under this Article 4.3 within thircty
(30) Days after referral of any dispute. The scope of any disputes to be
resolved by the Accounting Referee shall be limited to whether the calculation
of Working Capital on the Working Capital Statement and the other components of
the Adjusted Purchase Price were determined using the agreed methodology and
whether there were mathematical errors in such calculation. The determination
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of the Accounting Referee shall be final and binding upon the Parties. The
amount of any Excess or Deficiency shall be paid by the appropriate Party or
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paid to Sellers, shall be paid in the percentages as set forth on Exhibit H-4)
within fifteen (15) Days after the determination of such amount pursuant to this
Article 4.3.

4.4 Sales Tax and Fees. Buyer shall pay all Sales Taxes, if any, and all
documentary, filing and other fees required in connection with the transfer of
the LP Interests and the LLC Interests and any deemed transfer of the Properties
and provide Sellers with written copies of any such recorded instruments, other
than transfers requested by Sellers pursuant to Article 10.2, for which Sellers
shall pay any such Sales Taxes and all other fees.

4.5 Tax Status. Sellers and Buyer acknowledge that (a) the LP is governed
by the LP Agreement and is a partnership for federal income tax (as well as
state Law) purposes; (b) the LLC is governed by the LLC Agreement and is a
partnership for federal income tax purposes; (c¢) the LLC is the LP Tax Matters
Partner; (d) Amoco LLC Seller is the LLC Tax Matters Partner; and (e) each
Seller shall be allocated its share of the LP's and/or the LLC's, as applicable,
items of income, gain, deduction and loss for federal and state income tax
purposes as of the Closing Date in accordance with the LP Agreement and the LLC
Agreement, and applicable federal and state Tax Law.

4.6 Basis. (a) Amoco LP Sellers represent and warrant that their tax basis
in the Amoco LP Interests (the "Amoco Outside Basis") equals the LP's tax basis
in its assets related to Amoco LP Sellers (the "Amoco Inside Basis"). Amoco LP
Sellers agree that if there is a Final Determination that as of the Closing
Date, the Amoco Outside Basis exceeded the Amoco Inside Basis, then within ten
(10) Business Days after the occurrence of such Final Determination, Amoco LP
Sellers will pay the Buyer LP an amount equal to 37.5% of the difference between
the Amoco QOutside Basis and the Amoco Inside Basis by wire transfer of
immediately available funds to a bank account designated by Buyer LP.

(b} Shell LP Sellers represent and warrant that their tax basis in the
Shell LP Interests (the "Shell Outside Basis") equals the LP's tax basis in its
assets related to Shell LP Sellers (the "Shell Inside Basis"). Shell LP Sellers
agree that if there is a Final Determination that as of the Closing Date, the
Shell Outside Basis exceeded the Shell Inside Basis, then within ten (10)
Business Days after the occurrence of such Final Determination, Shell LP Sellers
will pay the Buyer LP an amount equal to 37.5% of the difference between the
Shell Outside Basis and the Shell Inside Basis by wire transfer of immediately
available funds to a bank account designated by Buyer LP.

(c) The payments described in subparagraphs (a) and (b) above shall not be
required to the extent that the Buyer Partner is otherwise compensated (e.qg.,
through remedial allocations or because Code Section 613A(c) (7) (d) treats the
basis of o0il and gas properties as belonging to the partners in the LP).

(d) Any payments required under subparagraphs (a) and (b} above shall be
treated as an adjustment to the purchase price.
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(e) For purposes of subparagraphs (a) and (b) above, "Final Determination"
means (1) a nonappealable judgment of a court of competent jurisdiction, (ii) a
closing agreement entered into by the LP and the IRS or (iii) a consent to a
final proposed administrative adjustment executed by the LP.

4.7 Allocations. For all purposes of this Agreement and the Restated LP
Agreement, the Parties agree that the Gross Asset Value (as defined in the
Restated LP Agreement) of the Original Assets (as defined in the Restated LP
Agreement) on the Closing Date shall be allocated to such assets as follows:

(a) first, to cash, Cash Equivalents (as defined in the Restated LP
Agreement), receivables, and any other current assets based on their relative
Fair Market Values (as defined in the Restated LP Agreement); and

(b) second,

(1) 88% to assets that are eligible for depletion under Code Section
611; and

(i1) 12% to assets that are eligible for depreciation under Code
Section 167.
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any other assets, including but not limited to intangible property.
ARTICLE 5. LOSS, CASUALTY AND INSURANCE

5.1 Notice of Loss. From the date of execution of this Agreement until
Closing, Sellers will promptly notify Buyer of each instance of loss or damage
to the Assets, or any part thereof, known to Sellers and estimated to exceed |
Five Million Dollars ($5,000,000) net to the LP's interest in the affected |
Assets.

5.2 Casualty. (a) If, after the Settlement Date but prior to the Closing
Date, any portion of the Assets suffers a Casualty Loss that individually ‘
exceeds Ten Million Dollars ($10,000,000), Buyer shall nevertheless be required i
to Close and Sellers shall elect by written notice to Buyer prior to Closing ;
either (i) to cause any Asset affected by Casualty Loss to be repaired or
restored, at Sellers' sole cost, as promptly as reasonably practicable (which
work may extend after the Closing Date), or (ii) to indemnify Buyer through a
document reasonably acceptable to Sellers and Buyer against any costs or ‘
expenses that Buyer reasonably incurs to repair or restore the Asset subject to }
the Casualty Loss. In each case, Sellers shall be entitled to retain all rights i
to insurance and other claims against Third Parties with respect to the Casualty
Loss except to the extent the Parties otherwise agree in writing. In no event
shall such cost of repair or restoration or any indemnity for repair or
restoration under this Article 5.2 associated with a Casualty Loss exceed, in
the case of a Property, the Title Value of the affected Property, or, in the
case of any other Asset, the Fair Market Value of the affected Asset.

(b) If, after the date of this Agreement but prior to the Closing Date, any
portion of the Assets suffers a Casualty Loss that is Ten Million Dollars i
($10,000,000) or less, Buyer shall nevertheless be required to Close and the LP
shall retain all sums paid to the LP by Third Parties |
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by reason of such Casualty Loss, including all of the LP's right, title and
interest (if any) in insurance proceeds, unpaid awards, and other rights against
Third Parties (other than Affiliates of Sellers and their directors, officers,
employees and agents) arising out of the Casualty Loss.

5.3 Insurance. Buyer understands and agrees that from and after the Closing
Date, except for the insurance listed on Exhibit G for which the LP or the LLC
is an express named insured, (a) no insurance coverage will be provided to the
LP or the LLC or Buyer under (i) any insurance policy issued to Sellers or any
Affiliate of any Seller, or (ii) any insurance policy (including reinsurance)
issued by any insurance company Affiliate of any Seller ((i) and (ii) being
together, "Sellers Insurance Policies"), and (b) no claims regarding any matter
whatsoever, whether or not arising from events occurring prior to Closing, shall
be made by the LP or the LLC or Buyer against or under Sellers Insurance
Policies, regardless of their date of issuance.

ARTICLE 6. ALLOCATION OF RESPONSIBILITIES AND INDEMNITIES

6.1 Opportunity for Review. Each Party represents that it has had an
adequate opportunity to review the release and indemnity provisions in this
Agreement, including, without limitation, the opportunity to submit the same to
legal counsel for review and comment. Based upon the foregoing representation,
the Parties agree to the provisions set forth below.

6.2 Sellers' Non-Environmental Indemnity Obligation. If Closing shall
occur, from and after the Closing Date each Seller shall release Buyer Group
(including, from and after the Closing Date, the LP and the LLC) from and shall,
subject to the limitations set forth in Article 6.5, fully protect, defend,
indemnify and hold Buyer Group (including, from and after the Closing Date, the
LP and the LLC) harmless from and against any and all (i) Title Defects and (ii)
Third Party Non-Environmental Claims relating to, arising out of, or connected
with, directly or indirectly (and, whether asserted before or after Closing
without extending the time limitations of Article 6.5(a)), the ownership of the
Interests or the ownership or operation of the Assets, including, without
limitation, ownership or operation of the Properties, or any part thereof, to
the extent, for both Title Defects and Third Party Non-Environmental Claims,
attributable to the period prior to the date of this Agreement, including,
without limitation, Third Party Non-Environmental Claims relating to:
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(b) damages to or loss of any Property or resources,
(c) breach of contract,

(d) common law causes of action such as negligence, strict liability,
nuisance or trespass, oOr

(e) fault imposed by statute, rule, regulation or otherwise, even if caused
in whole or in part by the negligence (whether sole, joint, or concurrent),
strict liability, or other legal fault of any Person indemnified hereunder;
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provided, however, that with respect to each Property, once Sellers have paid,
in the aggregate, the Title Value to Buyer Group (including, from and after the
Closing Date, the LP and the LLC) or to a Third Party as an indemnity payment on
behalf of Buyer Group, then, except as provided with respect to Third Party
Non-Environmental Claims, Sellers shall have no further obligation to protect,
indemnify, defend or hold harmless Buyer Group (including, from and after
Closing Date, the LP and the LLC) with respect to such Title Defect or Title
Defects with respect to such Property.

6.3 Sellers' Environmental Indemnity Obligation. If Closing shall occur,
from and after the Closing Date each Seller shall release Buyer Group
(including, from and after the Closing Date, the LP and the LLC) from and shall,
subject to the limitations set forth in Article 6.5, fully protect, defend,
indemnify and hold Buyer Group (including, from and after the Closing Date, the
LP and the LLC) harmless from and against any and all Environmental Claims and
all Remediation Costs (including, without limitation, such Claims and costs
associated with asbestos or norm, plugging and abandonment, and process safety
management) relating to, arising out of, or connected with, directly or
indirectly (and, whether asserted before or after Closing without extending the
time limitations of Article 6.5(a)), the ownership of the Interests or ownership
or operation of the Assets, including, without limitation, ownership or
operation of the Properties, or any part thereof, to the extent, for both
Environmental Claims and Remediation Costs, attributable to the period prior to
the date of this Agreement, even if caused in whole or in part by the negligence
(whether sole, joint, or concurrent), strict liability, or other legal fault of
any Person indemnified hereunder.

6.4 Sellers Retained Liabilities. If Closing shall occur, from and after
the Closing Date each Seller shall release Buyer Group (including, from and
after the Closing Date, the LP and the LLC) from and shall fully protect,
defend, indemnify and hold Buyer Group harmless from and against any and all
Claims relating to, arising out of, or connected with, directly or indirectly
(and no matter when asserted):

(a) Environmental Claims and Remediation Costs with respect to Sellers
Retained Environmental Liabilities, except to the extent caused by the acts or
omissions of any member of Buyer Group (including acts or omissions on or after
the Closing Date by the LP and the LLC); provided, however, that Sellers
acknowledge that Buyer Group, the LP and the LLC have no obligation to remediate
Sellers Retained Environmental Liabilities;

(b) The ownership or operation of the Excluded Assets, including, without
limitation, (1) Environmental Claims and (2) Third Party Non-Environmental
Claims relating to: (i) injury or death of any Person or Persons whomsoever,
(ii) damages to or loss of any Property or resources, {(ili) breach of contract,
(iv) common law causes of action such as negligence, strict liability, nuisance
or trespass, (v) fault imposed by statute, rule, regulation or otherwise, even
if caused in whole or in part by the negligence (whether sole, joint, or
concurrent), strict liability, or other legal fault of any Person indemnified
hereunder, or {(vi) Third Party Tax Claims or disputes;

(c) Environmental Claims or Remediation Costs with respect to the
Hydrocarbons currently floating above a perched water-bearing zone in the
vicinity of Hobbs, New Mexico, that have been or are being produced by the
Windmill 0Oil Company; provided, however, that
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Conditions of such zones existing on the date of this Agreement (including any
migration therefrom prior to the date of remediation of such conditions), and
(ii) in excess of Two Hundred Thousand Dollars ($200,000) in any calendar year;
provided, further however, that Sellers acknowledge that none of Buyer Group,
the LP, or the LLC have any current obligation to remediate such condition;

(d) royalties, severance Taxes, or fees owed or payable to any Governmental
Authority or Person (including, without limitation, Claims alleging
undervaluation or underpayment thereof, or wrongdoing, fault, or strict
liability relating thereto) arising therefrom or in connection therewith, or
Claims pursuant to the False Claims Act or similar state Laws to the extent
attributable to the period prior to the Closing Date in respect of Hydrocarbon
or non-Hydrocarbon substances (including, without limitation, C02) used,
purchased, produced, transported, sold or conveyed at, to, under, across or from
the Properties or properties formerly owned by the LP, except to the extent that
(1) a specifically identifiable accrual or reserve was included as a current ‘
liability in the December 31, 1999 balance sheet comprising a portion of the
Financial Statements for the year ended December 31, 1999, and (ii) the amount
of such Claim is taken into account as a current liability in calculating
Working Capital as set forth on such balance sheet; |

(e} Environmental Claims or Remediation Costs with respect to offsite
disposal of hazardous or non-hazardous waste {(including, without limitation,
NORM, asbestos and Hydrocarbon or non-Hydrocarbon substances) to the extent
attributable to the period prior to the Formation Date, and any present or
future sites identified under Environmental Laws at which materials or wastes
generated by or on behalf of Sellers prior to the Formation Date were deposited;

(f) Sellers' existing disputes with the State of New Mexico concerning
Sellers' alleged underpayment of royalties and oil severance taxes for any
period prior to Closing, including, without limitation, the State of New
Mexico's failure to approve certain assignments by Sellers of New Mexico State
Leases to the LP upon formation of the LP;

(g) all litigation with respect to the Properties filed against Sellers
prior to the Formation Date including, without limitation, that litigation
listed on Exhibit C-2;

(h) all litigation listed on Exhibit C-1 regardless of when filed, but only
to the extent of Sellers' liability with respect to any such litigation, as
determined pursuant to a final disposition with respect thereto; and

(i) all Third Party Non-Environmental Claims filed prior to the Formation
Date regarding the Assets.

Claims made under this Article 6.4 may be made whether or not a Claim also
could be asserted under Articles 6.2 or 6.3, and Claims under this Article 6.4
are not subject to any of the limitations set forth in Article 6.5 or Article
8.3.
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6.5 Claim Periods and Thresholds. Sellers will have no obligation under
Articles 6.2 or 6.3 to protect, defend, indemnify, and hold Buyer Group harmless
from and against the Claims (or Title Defects or matters with respect to which
Remediation Costs will be incurred, as applicable) described in such Articles,
and the indemnified Person is solely responsible for any and all such Claims or
matters:

(a) for which the indemnified Person has not provided Sellers with an
Indemnity Claim Notice within (i) eighteen (18) months from and after Closing
with respect to such Non-Environmental Claims or Title Defects, or (ii) the
third anniversary of the Closing Date with respect to such Environmental Claims
(or matters with respect to which Remediation Costs will be incurred, as
applicable); and

(b) to the extent the aggregate of Claims of Buyer Group against Sellers
described in Articles 6.2 and 6.3 and breaches of representations and warranties i
under Article 8 (except for the Specified Representations and Warranties) do not |
exceed One Hundred Fifty Million Dollars ($150,000,000) (it being acknowledged
and agreed that the indemnified Persons are solely responsible for the aggregate
of all such Claims, Remediation Costs, breaches of such representations and
warranties, and Title Defects to the extent they do not exceed One Hundred Fifty
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(c) for each such Claim (or Title Defect or Remediation Costs) of Two
Million Dollars ($2,000,000) or less or expenditures with respect to each such
Claim; and these Claims, Remediation Costs, breaches of representations and
warranties (except for the Specified Representations and Warranties), and Title
Defects of Two Million Dollars ($2,000,000) or less will not be counted in
determining the One Hundred Fifty Million Dollar ($150,000,000) threshold in
subparagraph (b) above, provided that in calculating such Two Million Dollar
($2,000,000) threshold, any Dollar or materiality qualifiers in the
representations or warranties shall be disregarded; and

(d) the first Two Million Dollars ($2,000,000) of expenditures with respect
to each such Claim (or Title Defect or Adverse Condition with respect to which
Remediation Costs have been incurred) which exceeds Two Million Dollars
($2,000,000); provided, however, that the first Two Million Dollars ($2,000,000)
of expenditures for each such Claim will be counted in determining the One
Hundred Fifty Million Dollar ($150,000,000) threshold in subparagraph (b) above.

6.6 Third Party Claims Involving Both Sellers and the LP. In the event
Third Party Claims relating to, arising out of, or connected with the ownership
of the Interests or the ownership or operation of the Assets, including, without
limitation, the ownership or operation of the Properties or any part thereof,
are asserted against one or more of Sellers and against Buyer Group, the LP or
the LLC (other than Claims set forth in Article 6.4), (a) Sellers shall be
responsible for, and Articles 6.2 and 6.3 shall apply to, such Third Party
Claims to the extent attributable to the period prior to the Formation Date
(subject to the limitations set forth in Article 6.5), (b) the LP shall be
responsible for such Third Party Claims to the extent attributable to the period
between the Formation Date and the date of this Agreement, subject to
indemnification under Articles 6.2 or 6.3 (subject to the limitations set forth
in Article 6.5), and
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(c) the LP shall be responsible for such Third Party Claims to the extent
attributable to the period from and after the date of this Agreement.

6.7 Notice of Claims. If a Claim for indemnity is asserted against a Person
for which a Party may have an obligation of indemnity under this Article 6 or
elsewhere under this Agreement (an "Indemnity Claim"), the indemnified Person
shall give the indemnifying Party written notice of the underlying Claim setting
forth the particulars associated with the underlying Claim (including a copy of
the written underlying Claim, if any) as then known by the indemnified Person
("Indemnity Claim Notice"). For Indemnity Claims with respect to which Article
6.5 applies, an Indemnity Claim shall be deemed to have been made (subject to
clauses (b) and (c) thereof) upon the indemnified Person's providing an initial
Indemnity Claim Notice to the indemnifying Party stating that the Claim (or
Title Defect or Remediation Costs) underlying the Indemnity Claim could
reasonably be expected to exceed Two Million Dollars ($2,000,000). The
indemnified Person shall, to the extent practicable, give an Indemnity Claim
Notice within such time as will allow the indemnifying Party a reasonable perlod
in which to evaluate and timely respond to the underlying Claim; provided,
however, that (i) failure to do so shall not affect an indemnified Person's
rights hereunder except to the extent the indemnifying Party is prejudiced
thereby; (ii) the foregoing shall not extend the time periods set forth in
Article 6.5(a), but if an Indemnity Claim Notice is given to an indemnifying
Party within the applicable time period set forth in Article 6.5(a), such
Indemnity Claim Notice shall be effective, subject to the other limitations in
Article 6.5 or the other provisions of Article 6, as to costs and expenses
incurred or suffered after the expiration of such time period, with respect to
the matter generally described in such Indemnity Claim Notice; and (iii) the
indemnified Person shall not be required to provide an Indemnity Claim Notice
unless and until such Person believes that the underlying Claim (or Title Defect
or Remediation Costs) underlying the Indemnity Claim could reasonably be
expected to exceed the applicable threshold, which for purposes of Article 6.5
is Two Million Dollars ($2,000,000) per underlying Claim.

6.8 Defense of Claims. Upon receipt of an Indemnity Claim Notice involving
a Third Party for which an indemnifying Party reasonably believes it may have an
obligation of indemnity under this Agreement, the indemnifying Party may
(without prejudice to its right to contest its obligation of indemnity under :
this Agreement) assume the defense of the Third Party Claim with counsel
selected by the indemnifying Party and reasonably satisfactory to the |
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respects in such defense. If any Third Party Claim involves a fact pattern
wherein Buyer may have an obligation to indemnify any Seller and such Seller may
have an obligation to indemnify Buyer, each Party may assume the defense of and
hire counsel for that portion of the Third Party Claim for which it may have an
obligation of indemnity. In all instances, the indemnified Person may employ
separate counsel and participate in the defense of any Third Party Claim;
provided, however, if the indemnifying Party has assumed the defense of a Third
Party Claim pursuant to this Article 6.8 and has agreed to indemnify the
indemnified Person, the fees and expenses of counsel employed by the indemnified
Person will be borne solely by the indemnified Person. If (a) the underlying
Third Party Claim meets any applicable per-Claim threshold, (b) the underlying
Third Party Claim plus all previously asserted underlying Claims have exceeded
the One Hundred Fifty Million Dollar ($150,000,000) aggregate threshold, if
applicable in the circumstances, and (c) the indemnifying Party does not notify
the indemnified Person within the earlier to occur of:
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(a) three (3) Business Days before the time a response is due in any
litigation matter (so long as the Indemnity Claim Notice was presented to the
indemnifying Party at least ten (10) Days prior to the date the response is
due}, or

(b) thirty (30) Days after receipt of the Indemnity Claim Notice, that the
indemnifying Party elects to undertake the defense of the Third Party Claim, the
indemnified Person may defend, at the expense of the indemnifying Party, the
Third Party Claim with counsel of the indemnified Person's choice, subject to
the right of the indemnifying Party to assume the defense of the Third Party
Claim at any time prior to settlement or final determination thereof. In such
event, the indemnified Person shall promptly send written notice to the
indemnifying Party of any proposed settlement of the Third Party Claim, which
settlement the indemnifying Party may accept or reject, in its reasonable
judgment, within ten (10) Days of receipt of the notice, unless the settlement
offer is limited to a shorter period, in which case the indemnifying Party will
have such shorter period in which to accept or reject the proposed settlement.
Failure of the indemnifying Party to accept or reject such settlement within the
applicable period will be deemed a rejection of the proposed settlement.

Notwithstanding the foregoing, the indemnified Person may settle any matter over
the objection of the indemnifying Party, but in so doing the indemnified Person
will waive any right to indemnity therefor as to (and only as to) liabilities
with respect to which the indemnifying Party has acknowledged in writing its
indemnity obligation.

6.9 Determination of Title Defect Amounts. The amount of a Title Defect
shall be determined as follows:

(a) if Buyer and Sellers agree on the amount, that amount shall be the
value of the Title Defect for purposes of this Article 6:; and

(b) i1f Buyer and Sellers cannot agree on the amount, the Title Value of the
affected Property{ies) shall be used by the Parties for determining the amount.

6.10 Waiver of Certain Damages. Each of the Parties expressly waives and
agrees not to seek indirect, consequential, punitive or exemplary damages or
damages for lost profits of any kind with respect to any dispute arising under,
related to, or in connection with this Agreement or breach hereof; provided,
however, this provision will not diminish or affect in any way the Parties’
rights and obligations under any indemnities provided in this Agreement.

6.11 Several Liability. (a) Except as otherwise expressly set forth herein,
if any one or more Sellers have an indemnity obligation or otherwise have
liability hereunder, Amoco Sellers' percentage of the total liability for
amounts asserted under this Article 6 or Article 8 or any other Article will be
limited to the Amoco Aggregate Interest, and Shell Sellers' percentage of the
total liability for amounts asserted under this Article 6 or Article 8 or any
other Article will be limited to the Shell Aggregate Interest; provided that,
(i) notwithstanding any provision of this Agreement to the contrary, Shell
Sellers will be jointly liable for any and all Shell Seller liabilities, and
Amoco Sellers will be jointly liable for any and all Amoco Seller liabilities
and (ii) Buyer shall have no obligation to determine which Seller or Sellers are
liable and may assert
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liability against all Sellers, and the allocation of Sellers' liability among
themselves (except as to the percentages stated above) shall not be a defense to
any Claim by Buyer.

(b) (1) Notwithstanding any provision of this Agreement, no agreement,
consent, approval, waiver, action, notice or other conduct of Sellers under this
Agreement shall be effective unless made or given by both Shell Sellers and
amoco Sellers and (ii) Shell Sellers shall act only collectively and Amoco
Sellers shall act only collectively; provided that nothing in this Article
6.11(b) shall limit any representations, warranties or covenants made
individually by Shell Sellers or Amoco Sellers, respectively.

6.12 Sellers' Responsibility for Taxes. Notwithstanding anything to the
contrary in this Article 6 or Article 7, from and after the Closing Date,
Sellers shall each protect, defend, indemnify, and hold harmless Buyer Group,
the LLC and the LP from any and all Taxes imposed on the LLC or the LP with
respect to the Assets, Properties, business or operations of the LLC or the LP
for any taxable period or portion thereof ending on or prior to the Closing
Date, except to the extent such Taxes are fully reflected as a liability in the
December 31, 1999 balance sheet comprising a portion of the Financial Statements
or are accrued in the ordinary course of business after the Settlement Date. To
the extent that, following the completion and delivery of the LP's annual
financial statements for the year 2000, the amount paid for the year 2000 by the
LP or the LLC with respect to such Taxes exceeds the amount accrued for the
Taxes in the balance sheet comprising a portion of such financial statements,
Buyer shall pay to Sellers the amount of such excess, in the same proportions as
the Closing Amount was paid to Sellers. This Article 6.12 shall not modify or
otherwise limit Sellers' indemnity obligations pursuant to Article 6.4(d).

6.13 Cross-Release. (a) Effective as of Closing, except for the performance
of the obligations and covenants in this Agreement, and except with respect to
the representations and warranties in this Agreement, Buyer, on its behalf and
on behalf of Buyer Group (including, from and after the Closing Date, the LP and
the LLC), hereby releases, acquits and discharges each member of Seller Group
from any and all Claims by Buyer Group with respect to Contracts or arrangements
between the LP or the LLC, on the one hand, and any member of Sellers Group
("Affiliate Contracts") to the extent (i) not attributable to a Third Party
Claim and (ii) attributable to pre-Closing periods; provided that the foregoing
release shall not release any settlement in the ordinary course of business of
outstanding amounts under Affiliate Contracts.

(b) Effective as of Closing, except for the performance of the obligations
and covenants in this Agreement, and except with respect to the representations
and warranties in this Agreement, each Seller, on its behalf and on behalf of
Sellers Group, hereby releases, acquits and discharges each member of Buyer
Group (including, from and after the Closing Date, the LP and the LLC), from any
and all Claims by Buyer Group with respect to Affiliate Contracts to the extent
(i) not attributable to a Third Party Claim and (ii) attributable to pre-Closing
periods; provided that the foregoing release shall not release any settlement in
the ordinary course of business of outstanding amounts under Affiliate
Contracts.

6.14 Indemnity Allocation. With respect to any amounts paid for
indemnification or for breach of representation or warranty pursuant to this
Agreement, the Person or Persons entitled to such amounts shall be the Person or
Persons that are the express beneficiary or

Execution Version 31
<PAGE>

beneficiaries under the relevant provisions of this Agreement that suffer and
are entitled to the Claim covered by such provisions (and it is acknowledged and
agreed that, to the extent that the LP suffers and is entitled to the Claim, any
amounts payable with respect thereto shall be made to the LP and not to any
other Person within Buyer Group); and if the LP is the indemnified Person or the
Person that receives any payment for breach of representation or warranty, the
LP's allocation of the contribution, benefit, loss and/or detriment with respect
to the matter that is the subject of the indemnification or breach shall be
governed by the Restated LP Agreement.

ARTICLE 7. DISCLAIMERS
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agrees that, except as otherwise expressly provided in this Agreement or the
Operative Documents, (i) the Interests will be assigned and conveyed from
Sellers to Buyer LP and Buyer Member without warranty, express, statutory,
implied or otherwise and (ii) Sellers make no warranty, express, statutory,
implied, or otherwise with respect to the Properties. Except as otherwise
expressly provided in this Agreement or in the Operative Documents, Sellers
hereby expressly disclaim any and all representations and warranties associated
with the Properties, express, statutory, implied or otherwise, including,
without limitation: (a) warranty of title, (b) existence of any and all
prospects, (c) geographic, geologic or geophysical characteristics associated
with any and all prospects, (d) existence, quality, quantity or recoverability
of Hydrocarbon and non-Hydrocarbon substances associated with the Properties,

(e) costs, expenses, revenues, receipts, accounts receivable, accounts payable,
suspense fund or gas imbalances associated with the Properties, (f) contractual,
economic or financial information and data associated with the Properties, (g)
continued financial viability or productivity of the Properties, (h)
environmental or physical condition of the Properties, (i) federal, state, local
or tribal income or other Tax consequences associated with the Properties, (jJ)
absence of patent or latent defects, (k) safety, (1) state of repair, (m)
merchantability, (n) conformity to models, (o) any rights of any member of Buyer
Group under appropriate statutes to claim diminution of consideration or return
of the Purchase Price, (p) warranty of freedom from patent or trademark
infringement, (g) warranties existing under applicable Law now or hereafter in
effect, and (r) fitness for a particular purpose; and Buyer (on behalf of itself
and Buyer Group) irrevocably waives any and all Claims it may have against
Sellers Group with respect to same, even if caused in whole or in part by the
negligence (whether sole, joint, or concurrent), strict liability, or other
legal fault of Sellers Group.

7.2 Disclaimer - Statements and Information. Sellers expressly disclaim any
and all liability and responsibility, except as otherwise expressly provided in
this Agreement or the Operative Documents, for and associated with the quality,
accuracy, completeness or materiality of the information, data and materials
furnished (electronically, orally, by video, in writing or any other medium,
including, without limitation, in the Confidential Information Memorandum, by
compact disk, in any data room, or otherwise) at any time to Buyer Group
associated with the transactions contemplated by this Agreement, including,
without limitation: (a) title to the Properties, (b) existence of any and all
prospects, (c) geographic, geologic or geophysical characteristics associated
with any and all prospects, (d) existence, quality, quantity or recoverability
of Hydrocarbon and non-Hydrocarbon substances associated with the Properties,
(e} costs, expenses, revenues, receipts, accounts receivable, accounts payable,
suspense fund or gas imbalances associated with the Properties, (f)} contractual,
economic or financial information
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and data associated with the Properties, (g) continued financial viability or
productivity of the Properties, (h) environmental or physical condition of the
Properties, (i) federal, state, local or tribal income or other Tax consequences
associated with the Properties, (j) absence of patent or latent defects, (k)
safety, (1) state of repair, (m) merchantability, (n) conformity to models, (o)
any rights of any member of Buyer Group under appropriate statutes to claim
diminution of consideration or return of the Purchase Price, (p) warranty of
freedom from patent or trademark infringement, (q) warranties existing under
applicable Law now or hereafter in effect, and (r) fitness for a particular
purpose; and Buyer (on behalf of itself and Buyer Group) irrevocably waives any
and all Claims it may have against Sellers Group with respect to same, even if
caused in whole or in part by the negligence (whether sole, joint, or
concurrent), strict liability, or other legal fault of Sellers Group.

ARTICLE 8. SELLERS' REPRESENTATIONS AND WARRANTIES

8.1 LLC Sellers' Representations. Each LLC Seller severally (and not
jointly) represents and warrants with respect to itself and/or the LLC, as
applicable, the following to Buyer:

(a) Organization and Good Standing. Amoco LLC Seller is a corporation and
Shell LLC Seller is a limited partnership, in each case duly organized, validly
existing and in good standing under the Laws of the state of its organization
and has all requisite corporate or partnership power and authority to own the
LLC Interest. LLC Seller is duly licensed or qualified to do business as a
foreign corporation and is in good standing in all jurisdictions in which the
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validly existing and in good standing under the Laws of the state of its
formation.

(b) Corporate or Partnership Authority; Authorization of Agreement. Each
LLC Seller has all requisite corporate or partnership power and authority to
execute and deliver this Agreement and the Operative Documents to which it is a
party, to consummate the transactions contemplated by this Agreement and the
Operative Documents to which it is a party, and to perform all of its
obligations under this Agreement and the Operative Documents to which it is a
party. This Agreement constitutes, and the Operative Documents to which it is a
party, when executed and delivered by each LLC Seller, will constitute, the
valid and binding obligations of each LLC Seller, enforceable against it in
accordance with their respective terms, except as such enforceability may be
limited by bankruptcy, insolvency or other Laws relating to or affecting the
enforcement of creditors' rights and general principles of equity (regardless of
whether such enforceability is considered in a proceeding at law or in equity).

(c) No Violations. LLC Seller's execution and delivery of this Agreement
and the Operative Documents to which it is a party and the consummation of the
transactions contemplated by this Agreement or such Operative Documents will
not:

(i) conflict with or require the consent of any Person under any of
the terms, conditions or provisions of the certificate of incorporation or
bylaws or limited partnership agreement of LLC Seller or the LLC Agreement;
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(ii) violate any provision of, or, except as required in connection
with any filing under the HSR Act pursuant to Article 11.1 or Section 13.14
of the Restated LLC Agreement, require any filing, consent or approval
under any Law applicable to LLC Seller or the LLC (except for consents and
approvals of Governmental Authorities customarily obtained subsequent to
transfer of title};

(1i1) conflict with, result in a breach of, constitute a default under
or constitute an event that with notice or lapse of time, or both, would
constitute a default under, accelerate or permit the acceleration of the
performance required by, or require any consent, authorization or approval
under: (a) any mortgage, indenture, loan, credit agreement or other
agreement evidencing indebtedness for borrowed money to which the LLC or
such LLC Seller is a party or by which the LLC or such LLC Seller is bound
except, 1in the case of LLC Seller, where such conflict, breach or default
would not materially affect LLC Seller's ability to consummate the
transactions contemplated hereby; or (b) any order, judgment or decree of
any Governmental Authority; or

(iv) result in the creation or imposition of any lien or encumbrance
upon one or more of the LLC Interests, the LLC or the Properties.

(d) Third Party Claims, Disputes and Litigation. Exhibit C-1 sets forth all
Third Party Claims, disputes or litigation pending against the LLC or, to
Sellers Knowledge, threatened. There are no Third Party Claims, disputes or
litigation pending or, to LLC Seller's knowledge, threatened against LLC Seller
or the LLC that would prevent the consummation of the transaction contemplated
by this Agreement.

(e) Bankruptcy. There are no bankruptcy, reorganization or receivership
proceedings pending, being contemplated by or, to LLC Seller's knowledge,
threatened against LLC Seller or the LLC.

(f) Foreign Person. LLC Seller is not a "foreign person" within the meaning
of Section 1445 of the Code.

(g) Liens, Mortgages and Security Interests. There are no liens, mortgages
or security interests encumbering the LLC Interests.

(h) LLC Interest. The Amoco LLC Interest represents a 63.915% Sharing Ratio
and the Shell LLC Interest represents a 36.085% Sharing Ratio. Each LLC Seller
owns of record and beneficially the LLC Interests set forth beside its name
under the column titled "Pre-Closing Interest" in Exhibit H-l, in each case free
and clear of any Taxes, security interests, equities, Third Party Claims, and
demands and any restrictions on transfer, options, warrants, purchase rights,
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require any LLC Seller to sell, transfer, or otherwise dispose of its LLC
Interest, other than this Agreement, the LLC Agreement, the other Operative
Documents and federal or state securities Laws. There are no voting trusts, :
proxies, or other agreements or understandings with respect to the voting of the

LLC Interests, other than the LLC Agreement.
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filed all Tax Returns required by applicable Law for the LLC due on or prior to
\ the Closing Date and has timely paid or caused to be timely paid all material

‘ Taxes shown as due and payable on such Tax Returns within the prescribed period
or any extensions thereof.

(i) Taxes. LLC Tax Matters Partner has timely filed or caused to be timely

(3) Tax Liens. To LLC Seller's knowledge, there are no Tax liens burdening i
the Properties, the LLC or the LP except for liens for current Taxes not yet due
and payable.

! (k) Qualification as Partnership. The LLC currently is qualified, and has
since the date of its formation been qualified, to be treated as a partnership
for federal income Tax purposes.

(1) LLC Assets and Liabilities. The LLC has no assets other than its
interest in the LP, and the LLC has no liabilities other than liabilities
arising out of its status as the general partner of the LP and administrative
expenses aggregating less than Two Hundred Fifty Thousand Dollars ($250,000).

(m) Knowledge of Buyer's Breach. As of the date of this Agreement, LLC
Seller has no knowledge of any breach by Buyer of any of the representations and
warranties in Article 9.

8.2 LP Sellers' Representations. Each LP Seller severally (and not jointly)
represents and warrants with respect to itself and/or the LP, as applicable, the
following to Buyer:

(a) Organization and Good Standing. LP Seller is a corporation or limited
partnership duly organized, validly existing and in good standing under the Laws
of the state of its organization and has all requisite corporate or partnership

| power and authority to own the LP Interest. LP Seller is in good standing in all

! jurisdictions in which the Properties are located. The LP is a limited

‘ partnership duly organized, validly existing and in good standing under the Laws
of the state of its formation.

(b) Corporate or Partnership Authority; Authorization of Agreement. Each LP

Seller has all requisite corporate or partnership power and authority to execute

and deliver this Agreement and the Operative Documents to which it is a party,

to consummate the transactions contemplated by this Agreement and the Operative

Documents to which it is a party and to perform all of its obligations under

this Agreement and the Operative Documents to which it is a party. This

Agreement constitutes, and the Operative Documents to which it is a party, when

executed and delivered by each LP Seller, will constitute, the valid and binding

obligations of each LP Seller, enforceable against it in accordance with theirc

respective terms, except as such enforceability may be limited by bankruptcy,
‘ insolvency or other Laws relating to or affecting the enforcement of creditors'
| rights and general principles of equity (regardless of whether such
| enforceability is considered in a proceeding at law or in equity).

(c} No Violations. LP Seller's execution and delivery of this Agreement and
the Operative Documents to which it is a party and the consummation of the
transactions contemplated by this Agreement and such Operative Documents will

not:
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(i) conflict with or require the consent of any Person under any of
the terms, conditions or provisions of the certificate of incorporation or
! bylaws or limited partnership agreement of LP Seller or the LP Agreement;
(i1) violate any provision of, or, except in connection with any
filing under the HSR Act pursuant to Article 11.1 or Section 14.15 of the
Restated LP Agreement, require any filing, consent or approval under any
Law applicable to LP Seller or the LP (except for consents and approvals of
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title); i

(iii) conflict with, result in a breach of, constitute a default under
or constitute an event that with notice or lapse of time, or both, would
constitute a default under, accelerate or permit the acceleration of the
performance required by, or require any consent, authorization or approval
under: (a) any mortgage, indenture, loan, credit agreement or other
agreement evidencing indebtedness for borrowed money to which the LP or LP
Seller is a party or by which the LP or LP Seller is bound except, in the
case of LP Seller, where such conflict, breach or default would not
materially affect LP Seller's ability to consummate the transactions
contemplated hereby, or (b) any order, judgment or decree of any
Governmental Authority; or

(iv) result in the creation or imposition of any lien or encumbrance
upon one or more of the LP Interests, the LP or the Properties.

(d} Third Party Claims, Disputes and Litigation. Exhibit C-1 sets forth all
material Third Party Claims, disputes or litigation pending against the LP or,
to Sellers Knowledge, threatened. There are no Third Party Claims, disputes or

‘ litigation pending or, to the best of LP Seller's knowledge, threatened against
j LP Seller or the LP that would prevent the consummation of the transactions
contemplated by this Agreement.

(e) Bankruptcy. There are no bankruptcy, reorganization or receivership
proceedings pending, being contemplated by or, to LP Seller's knowledge and
belief, threatened against LP Sellers or the LP.

(f} Foreign Person. LP Seller is not a "foreign person" within the meaning
; of Section 1445 of the Code.

(g) Liens, Mortgages and Security Interests. There are no liens, mortgages
or security interests encumbering the LP Interests.

(h) LP Interests. The Amoco LP Interest represents a 62.6367% Partnership
Interest and the Shell LP Interest represents a 35.3633% Partnership Interest,
which collectively represents a 98% Partnership Interest. Each LP Seller owns of
record and beneficially the LP Interest set forth beside its name under the
column titled "Pre-Closing Interest"” in Exhibit H-1, in each case free and clear
of any Taxes, security interests, equities, Third Party Claims, and demands and
any restrictions on transfer, options, warrants, purchase rights, conversion
rights, exchange rights, or other contracts or commitments that could require
any LP Seller to sell,
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transfer, or otherwise dispose of its LP Interest, other than this Agreement,
the LP Agreement, the other Operative Documents and federal or state securities
Laws. There are no voting trusts, proxies, or other agreements or understandings
with respect to the voting of the LP Interests, other than the LP Agreement.

(i) Taxes. LP Tax Matters Partner has timely filed or caused to be timely
filed all Tax Returns required by applicable Law for the LP due on or prior to
the Closing Date and has timely paid or caused to be timely paid all material
Taxes shown as due and payable on such Tax Returns within the prescribed period
or any extensions thereof.

(j) Tax Liens. To LP Seller's knowledge, there are no Tax liens burdening
the Properties or the LP except for liens for current Taxes not yet due and
payable.

(k) Qualification as Partnership. The LP currently is qualified, and has
since the date of its formation been qualified, to be treated as a partnership
for federal income Tax purposes.

(1) Knowledge of Buyer's Breach. As of the date of this Agreement, LP
Seller has no knowledge of any breach by Buyer of any of the representations and
warranties in Article 11.

(m) Operatorship Status. To Sellers Knowledge, (i) there are no conditions
with respect to any of the Properties operated by the LP as of the Settlement
Date that could reasonably be expected to result in the termination or removal
of the LP as operator of such Properties, and (ii) no such termination or
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threatened.

(n) Title Defects. To Sellers Knowledge, there are no Title Defects with
respect to the LP's interest in any Property that could reasonably be expected
to result in a liability, cost, expense or loss to the LP of Two Million Dollars
($2,000,000) or more with respect to each such Property.

(o) Adverse Conditions. To Sellers Knowledge, there are no Adverse
Conditions relating to the LP's interest in any Property that could reasonably
be expected to result in a liability, cost, expense or loss to the LP of Two
Million Dollars ($2,000,000) or more with respect to such Property that are not
identified as a "Significant Environmental Finding" in the IT Report as such
term is defined in the IT Report.

(p) Financial Statements.

(i) LP Sellers have delivered to Buyer copies of the audited balance
sheets of the LP as of December 31 for 1997, 1998 and 1999, and the related
audited statements of income, changes in partners' capital and cash flows
for the ten-month period or fiscal year, as applicable, then ended
(collectively, the "Financial Statements"). The Financial Statements fairly
present the financial position, results of operation, partners' capital and
cash flows for the LP as of the dates and for the periods covered thereby,
in each case in accordance with GAAP except as described in the footnotes
to each of such Financial Statements.
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(ii) Since December 31, 1999, the LP has not incurred any liability
which would be required to be set forth on financial statements prepared in
accordance with GAAP, other than liabilities incurred in the ordinary
course of business. |

(iii) The Financial Statements have been prepared in accordance with
Regulation S-X under the Securities Exchange Act of 1934, as amended.

{g) Material Contracts.

(i) To Sellers Knowledge, Part 2 of Exhibit M lists the following
Contracts to which the LP or the LLC is a party or by which the LP or the
LLC or any of their respective assets may be bound (collectively, the
"Material Contracts”):

(A) Farmouts, farmin or term assignments or other similar
Contracts affecting 2500 net acres or more;

(B) Contracts expiring from the Settlement Date through ninety
(90) Days following Closing that cannot be renewed automatically;

(C) Drilling Contracts with Key Drilling Co.;
(D) Nalco chemical unbundled service and supply Contracts;

(E) Carbon dioxide (CO2) Contracts (including replacement of ‘
delivery in kind contracts);

(F) Third Party gas processing Contracts;

(G} Any Contract which involves the expenditure of Twenty-Five
Million Dollars ($25,000,000) or more (on a forward looking basis), other
than the following categories of Contracts arising in the ordinary course
of business;

(i) Contracts described in Article 1.136.1
(11) Contracts described in Article 1.136.2;
(iii) oil or gas sales contracts; and

(H) any Contract with any of LP Sellers or LLC Sellers or their
respective Affiliates.

{ii) To Sellers Knowledge, prior to Closing, LP Sellers have furnished

or made avallable to Buyer true and complete copies of each Material
Contract.,
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(iii) As of Closing, except as disclosed on Part II of Exhibit M, LP
Sellers, LLC Sellers and their respective Affiliates, as applicable, will
have entered into or shall continue agreements with the LP, subject to
consultation with Buyer, pursuant to which
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the goods and services and other rights and benefits that were provided by
LP Sellers or LLC Sellers and their respective Affiliates to the LP prior
to Closing will be provided on the same terms after Closing.

(r) Compliance with Laws. The LP has not violated and is in compliance with
all applicable Laws except where such violation or noncompliance could not
reasonably be expected to result in a liability, cost, expense or loss to the LP
of Two Million Dollars ($2,000,000) or more to the LP. None of LP Sellers or the
LP has received any notice of a violation of or default by the LP with respect
to any applicable Law or any decision, ruling, order or award of any
Governmental Authority or arbitrator applicable to the LP or the assets,
properties, business or operations of the LP that would require disclosure
pursuant to Item 103 of Regulation S-K of the Securities Exchange Act of 1934,
as amended (as i1f the LP were a reporting company pursuant to such Act and were
subject to such Regulation).

(s) Ownership of Rights. Except as disclosed in Part 1! of Exhibit M, the
Assets comprise all of the rights, titles, interests or information that are
necessary for the LP to operate its business as it has historically been
operated.

(t) Affiliate Contracts. To Sellers Knowledge, none of Sellers, the LLC, or
the LP are in default in any material respect under any Contract entered into
between any Seller or any Affiliate, on the one hand, and the LP or the LLC, on
the other hand.

(u) ERISA Plans. (i) Set forth on Exhibit K-1 is a list identifying each
"employee benefit plan," as defined in Section 3(3) of the Employee Retirement
Income Security Act ("ERISA"), (x) which is subject to any provision of ERISA,
(y) which 1s maintained, administered or contributed to or by the LP, the LLC or
on its or their behalf by any affiliate of either (any "ERISA Affiliates") and
(z} which covers any employee or former employee of the LP or the LLC or under
which the LP or the LLC has any liability. Promptly after execution of this
Agreement, Sellers shall make available to Buyer accurate and complete copies of
all such plans (and, if applicable, the related trust agreements) and all
amendments thereto and summary plan descriptions thereof, together with (xx) the
two most recent annual reports (Form 5500 including, if applicable, Schedule B
thereto) prepared in connection with any such plan and (yy) the most recent
actuarial valuation report prepared in connection with any such plan. Such plans
are hereinafter referred to as the "ERISA Plans." For purposes of Articles
8.2(u)-(bb) only, an "affiliate" of the LP or the LLC means any other Person
which, together with the LP or the LLC, would be treated as a single employer
under Section 414(b), (c) or (m) of the Code.

(i1) The LLC has no employees and no ERISA Plans.

(1ii) There are no ERISA Affiliates of the LP or the LLC other than
the LLC and the LP.

(v) Liabilities. No ERISA Plan (i) constitutes a "multiemployer plan," as
defined in Section 3(37) of ERISA, (ii) is maintained in connection with any
trust described in Section 501 {(c) (9) of the Code or (iii) is subject to Title IV
of ERISA or to the minimum funding standards of ERISA and the Code, other than
the qualified Altura Defined Benefit Plan identified
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on Exhibit K-1. There are no accumulated funding deficiencies as defined in
Section 412 of the Code (whether or not waived) with respect to any ERISA Plan.
The LP and the LLC have incurred no material liability under Title IV of ERISA
arising in connection with the termination of, or the complete or partial
withdrawal within the last six years from, any plan covered or previously
covered by Title IV of ERISA. The LP and the LLC have paid and discharged
promptly when due all liabilities and obligations with respect to an ERISA Plan,
which liabilities and obligations are of a character which 1f unpaid or
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of the LP or the LLC post—Closingm.As of the date of this Agreement, and, to
Sellers Knowledge, nothing done or omitted to be done, and no transaction or
holding of any asset under or in connection with any ERISA Plan has made or will
make the LP or the LLC subject to any material liability under Title I of ERISA
or liable for any tax pursuant to Sections 4971 through 4980B of the Code.

(w) Third Party Claims. Except as set forth on Exhibit C-1 and except for
routine Third Party Claims for benefits, there are no pending Third Party Claims
or, to Sellers Knowledge, any threatened Third Party Claims against the ERISA
Plans or the LP which could result in a material liability on the part of the LP
or the LLC or any ERISA Plan.

(x) Contributions. All contributions required to be paid or accrued on or
before the Closing Date with respect to the Altura Defined Benefit Plan as for
the 1999 plan year shall be paid or accrued by the LP prior to the Closing Date
and all other contributions or payments required to be paid or accrued before
the Closing Date with respect to the ERISA Plans and Non-ERISA Plans shall have
been paid or accrued by the LP in a timely manner.

(y) Qualifications. Each ERISA Plan which is intended to be qualified under
Section 401 (a) of the Code , and each trust forming a part thereof which is
intended to be exempt from tax pursuant to Section 501(a) of the Code, has
received a favorable determination letter from the Internal Revenue Service
("IRS") to that effect. Promptly after execution of this Agreement, accurate and
complete copies of the most recent IRS determination letters with respect to the
ERISA Plans shall be made available to Buyer. To Sellers Knowledge, each ERISA
Plan is being maintained in substantial compliance with its terms and with the
material requirements prescribed by all applicable Laws, including the Code and
ERISA.

(z) Non-ERISA Plans. Set forth on Exhibit K~1 is a list identifying each
pay practice, employee benefit plan, policy, agreement, or arrangement (other
than the ERISA Plans) which (i) has been entered into, maintained, administered
or contributed to by the LP or the LLC or by any ERISA affiliate on behalf of
the LP or the LLC, (ii) covers any employee or former employee of the LP or the
LLC, and (iii) creates liability for the LP or the LLC. Such plans are
hereinafter referred to as the "Non-ERISA Plans." Sellers shall make available
to Buyer, promptly after the execution of this Agreement, accurate and complete
copies of all such plans (and, if applicable, the related trust agreements) and
all amendments thereto and summary plans descriptions thereof. To Sellers
Knowledge, each Non-ERISA Plan is being maintained in substantial compliance
with its terms and with the material requirements prescribed by Law and all
insurance contracts.
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(aa) Unions. There are no collective bargaining agreements or other similar
agreements, arrangements or understandings, written or, to Sellers Knowledge,
oral, with employees as a group to or by which the LP or the LLC is a party or
is bound. To Sellers Knowledge, neither the LP nor the LLC has been the subject
of any representational campaign by any union or other organization or group
seeking to become the collective bargaining representative of any employees or
been subject to or, to Sellers Knowledge, threatened with any strike or other
concerted labor activity or dispute.

(bb) Compliance. To Sellers Knowledge, and subject to Article 8.2(r), the
LP is in substantial compliance with all applicable Laws pertaining to
employment and wages, hours and other terms and conditions of employment in
respect of its employees. Other than as disclosed in Exhibit C-1, there is no
pending or, to Sellers Knowledge, threatened proceeding by or before, and
neither the LP nor the LLC is subject to any judgment, order, writ, injunction
or decree of or inquiry from, the National Labor Relations Board, the Equal
Employment Opportunity Commission, the Department of Labor, or any other
Governmental Authority in connection with any current, former or prospective
employee thereof.

(cc) No Conveyances. Since the Settlement Date, the LP has not conveyed to
Sellers any oil and gas leasehold interests, royalty interests, overriding
royalty interests, reversionary interests, mineral interests, production
payments, net profits interests or surface interests in producing or
non-producing Properties (i) with a book value to the LP, in the aggregate,
exceeding Five Million Dollars ($5,000,000) or (ii) in excess of, in the
aggregate, 10,000 net acres.
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(dd) License Rights. The information and know-how, patents and software
rights licensed to the LP by Sellers under the Amoco Amended and Restated
License Agreement and the Shell Amended and Restated License Agreement are all
of the proprietary software rights, technical information, know-how and patents
, owned or controlled by Sellers that are reasonably necessary for the LP to

operate its business substantially as it has historically been operated, except
for the rights the LP receives or has received under services provided by
Sellers and others or which the LP has obtained or could obtain from a Third
Party.

8.3 Limitation on Sellers’' Liability and Waiver. Notwithstanding anything
contained in this Agreement (except Article 15.2) to the contrary, Buyer may not
bring a Claim against Sellers for breach of the representations or warranties
contained in this Agreement unless Buyer has provided Sellers with written
notice of such breach within eighteen (18) months after the Closing Date,
setting forth the particulars associated with the breach as then known by Buyer
(it being acknowledged and agreed that Buyer, on behalf of itself, Buyer Group
and its and their successors and assigns, irrevocably waives any and all Claims
it and they may have against Sellers for breaches of representations and
warranties not raised within such eighteen (18) month period). Except as
provided in Article 15.2, Buyer additionally may not bring a Claim against
Sellers for breach of the representations or warranties contained in this
Agreement unless: :

(a) the amount associated with an individual breach, which would result in
Buyer's right to bring an individual Claim against Sellers for breach of a
representation or warranty under Article 8 {(except Articles 4.6, 8.1(a), 8.1(b),
8.1(c) (i), 8.1(g), 8.1(h), B8.2(a), B.2(b), 8.2(c) (i), 8.2(g) and 8.2 (h)

(collectively, the "Specified Representations and Warranties")) exceeds Two
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Million Dollars ($2,000,000) and then only to the extent such Claim exceeds this
Two Million Dollar ($2,000,000) threshold; provided, however, that the first Two
Million Dollars ($2,000,000) for each such Claim will be counted in determining
the One Hundred Fifty Million Dollar ($150,000,000) threshold in Article 6.5(b):
and, provided further, that in calculating such Two Million Dollar ($2,000,000)
threshold, any Dollar or materiality qualifiers in the representations or
warranties shall be disregarded (it being acknowledged and agreed that Buyer, on
behalf of itself, Buyer Group and its and their successors and assigns,
irrevocably waives any and all such Claims it and they may have against Sellers I
Group that do not exceed this Two Million Dollar ($2,000,000) threshold); and

(b) the aggregate amount associated with all breaches, which would result
in Buyer's right to bring multiple Claims against Sellers for breach of the
representations or warranties contained under this Article 8 {(except for the
Specified Representations and Warranties), together with all Claims of Buyer
against Sellers pursuant to Articles 6.2 and 6.3, Title Defects and matters with
respect to which Remediation Costs have been incurred equals or exceeds One ‘
Hundred Fifty Million Dollars ($150,000,000) (it being acknowledged and agreed |
that Buyer, on behalf of itself, Buyer Group and its and their successors and l
assigns, irrevocably waives any and all such Claims it and they may have against
Sellers Group that in the aggregate do not exceed the One Hundred Fifty Million
Dollar ($150,000,000) threshold);

provided that, for each event, circumstance, condition, act, omission, breach or
the like that forms the basis of any Claim by Buyer or Buyer Group under Article
6, Article 8 or any other provision of this Agreement, Buyer and Buyer Group
shall only be entitled to have one application of the expenditure(s) related to

such Claim against the One Hundred Fifty Million Dollar ($150,000,000) threshold

and shall not be entitled to multiple applications against such threshold or to

multiple recoveries and/or indemnities.

ARTICLE 9. BUYER'S REPRESENTATIONS AND WARRANTIES
Buyer represents and warrants to Sellers as follows:

|
9.1 Organization and Good Standing. Buyer, Buyer LP and Buyer Member are

corporations duly organized, validly existing and in good standing under the

Laws of the State of Delaware and have all requisite corporate power and

authority to own the LLC TInterests, the LP Interests and the Properties. Buyer,

Buyer LP and Buyer Member will be, as of the Closing Date, duly licensed or

qualified to do business as a foreign corporation and are in good standing in
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9.2 Corporate Authority; Authorization of Agreement. Each of Buyer, Buyer
LP and Buyer Member has, and upon execution and delivery of each of the
Operative Documents to which it is a party, each of Buyer, Buyer LP and Buyer
Member will have, all requisite corporate power and authority to execute and
deliver this Agreement and the Operative Documents to which it is a party, to
consummate the transactions contemplated by this Agreement and the Operative
Documents to which it is a party and to perform all of its obligations under
this Agreement and the Operative Documents to which it is a party. This
Agreement constitutes, and the Operative Documents to which it is a party, when
executed and delivered by it, shall constitute, the valid and binding
obligations of Buyer, Buyer LP and Buyer Member, as the case
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may be, enforceable against it in accordance with their respective terms, except
as such enforceability may be limited by bankruptcy, insolvency or other Laws
relating to or affecting the enforcement of creditors' rights and general
principles of equity (regardless of whether such enforceability is considered in
a proceeding at law or in equity).

9.3 No Violations. Buyer's execution and delivery of this Agreement and the
Operative Documents to which it is a party and the consummation of the

transactions contemplated by this Agreement and such Operative Documents will
not:

(a) conflict with or require the consent of any Person under any of the
terms, conditions or provisions of the certificate of incorporation or bylaws of
Buyer, Buyer LP or Buyer Member;

{(b) violate any provision of, or require, except in connection with any
filing under the HSR Act pursuant to Article 11.1 or Section 13.14 of the
Restated LLC Agreement or Section 14.15 of the Restated LP Agreement, any
filing, consent or approval under any Law applicable to Buyer (except for
consents and approvals of Governmental Authorities customarily obtained
subsequent to transfer of title); or

(c) conflict with, result in a breach of, constitute a default under or
constitute an event that with notice or lapse of time, or both, would constitute
a default under, accelerate or permit the acceleration of the performance
required by, or require any consent, authorization or approval under: (a) any
mortgage, indenture, loan, credit agreement or other agreement evidencing
indebtedness for borrowed money to which Buyer, Buyer LP or Buyer Member is a
party or by which Buyer, Buyer LP or Buyer Member is bound except where such
conflict, breach or default would not materially affect Buyer's, Buyer LP's or
Buyer Member's ability to consummate the transactions contemplated hereby, or
(b) any order, judgment or decree of any Governmental Authority.

9.4 SEC Disclosure. Buyer LP and Buyer Member are acquiring the Interests
for their own accounts for use in their trade or business, and not with a view
toward any sale or distribution thereof, nor with any present intention of
making a distribution thereof within the meaning of the Securities Act of 1933,
as amended and the rules and requlations thereunder, any applicable state blue
sky Laws or other applicable securities Laws.

9.5 Funds. At Closing, Buyer, through Buyer LP, Buyer Member and the LP,
will have sufficient funds through financing or otherwise (and satisfactory
evidence thereof) to enable them to consummate the transactions contemplated
hereby and to pay the Closing Amount and all related fees and expenses of Buyer,
Buyer LP and Buyer Member.

9.6 Third Party Claims, Disputes and Litigation. As of the date of this
Agreement, there are no Third Party Claims, disputes or litigation pending or,
to Buyer's knowledge, threatened against Buyer, Buyer LP or Buyer Member that
would prevent the consummation of the transactions contemplated by this
Agreement .
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9.7 Bankruptcy. There are no bankruptcy, reorganization or receivership
proceedings pending, being contemplated by or, to Buyer's knowledge, threatened
against Buyer, Buyer LP or Buyer Member.
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9.8 Independent Evaluation. BUYER IS SOPHISTICATED IN THE EVALUATION,
PURCHASE, OWNERSHIP AND OPERATION OF OIL AND GAS PROPERTIES AND RELATED
FACILITIES. IN MAKING ITS DECISION TO ENTER INTO THIS AGREEMENT AND TO
CONSUMMATE THE TRANSACTIONS CONTEMPLATED HEREIN, BUYER: (A) HAS RELIED OR WILL
RELY SOLELY ON ITS OWN INDEPENDENT INVESTIGATION AND EVALUATION OF THE INTERESTS
AND THE PROPERTIES AND THE EXPRESS PROVISIONS OF THIS AGREEMENT AND (B) HAS
SATISFIED OR WILL SATISFY ITSELF AS TO THE ENVIRONMENTAL AND PHYSICAL CONDITION
OF AND CONTRACTUAL ARRANGEMENTS AFFECTING THE INTERESTS AND THE PROPERTIES.

9.9 Knowledge of Sellers' Breach. As of the date of this Agreement, none of
Buyer Group has knowledge of any breach by Sellers of any of the representations
and warranties in Articles 8.1 and 8.2.

ARTICLE 10. ADDITIONAL COVENANTS

10.1 Subsequent Operations. Sellers make no representations or warranties
to Buyer as to the retention of operatorship of any LP-operated Properties,
except as set forth in Article 8.2(m). Buyer acknowledges that the rights and
obligations associated with operatorship of the Properties are governed by the
applicable agreements and that operatorship of the Properties will be decided in
accordance with the terms of said agreements. Prior to Closing, Sellers agree to
cause the LP to use reasonable efforts to be retained as operator of the
LP-operated Properties to the extent applicable and to the extent permitted by
the applicable agreements.

10.2 Rights-of-Way and Surface Leases. At and after Closing, Sellers may
consult with Buyer, and Buyer will consider any reasonable request by Sellers
for a non-exclusive right-of-way and surface lease on, over and through the
Properties (including, but not limited to, pipeline, utility and road usage
rights-of-way, facility surface leases and all necessary or desirable rights of
ingress and egress) necessary or desirable to allow Sellers (and their
Affiliates) to continue to conduct operations on, over and across the Properties
associated with Sellers' other assets to the extent such operations do not
materially interfere with operations of the LP; provided, however, that Sellers
(and their Affiliates) shall retain all liability associated with use of such
right-of-way and surface lease and shall indemnify, defend and hold harmless
Buyer and the LP against any Third Party Claims associated therewith; and
provided, further, that neither Buyer nor the LP shall be obligated to expend
any money or to contract with any Third Party to provide any such right-of-way
or surface lease. Buyer and Sellers shall enter into mutually acceptable
agreements to further delineate any rights which may be granted hereafter.

10.3 Buyer's Acknowledgement of Obligations. Except for matters for which
Sellers are obligated to indemnify Buyer Group pursuant to Articles 6.2, 6.3 or
6.4, and except for other matters that are Sellers' or any of their respective
Affiliates' express obligations under this Agreement or any of the Operative
Documents, Buyer acknowledges that the LP is responsible,
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and Buyer, Buyer LP and Buyer Member shall have no recourse against Sellers, for
all of the LP's debts, liabilities, commitments, duties and obligations,
including, without limitation, those arising under, related to, or in connection
with the ownership, operation or use of the Assets or the business of the LP.
Effective as of the Closing Date, Buyer shall cause the LP to expressly assume
all Environmental Claims and Remediation Costs attributable to Sellers'
ownership and operation of the Properties {(other than Third Party Claims
relating to exposure of individuals to Hydrocarbon or non-Hydrocarbon
substances, including, without limitation, medical and health-related costs and
expenses and Claims of injury or death of any individual or liability therefor,
to the extent such Claims relate to exposure during the period prior to the
Formation Date), without limiting the indemnities and retention of liability by
Sellers in Article 6, pursuant to a written assumption instrument in form and
substance satisfactory to Sellers and Buyer to be executed and delivered at
Closing.

10.4 Use of Certain Facilities. Buyer acknowledges that the pollution
abatement and control facilities listed on Exhibit J attached hereto (the
"Pollution Control Facilities”) which are included in the Properties were
constructed and equipped with the proceeds from the sale of (a) $93,000,000 of
Adjustable Rate Pollution Control Revenue Bonds issued by Hockley County
Industrial Development Corporation, due 2014, (b} $56,800,000 of Adjustable Rate
Pollution Control Revenue Bonds issued by Hockley County Industrial Development
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Revenue Bonds issued by Yoakum County Industrial Development Corporation, due
2019 (collectively, the "Pollution Control Bonds"). The Parties agree that such
Pollution Control Bonds are not being assumed by Buyer pursuant to or in
connection with this Agreement, and that such Pollution Control Bonds are being
retained by Amoco LP Sellers or their Affiliates. Buyer hereby covenants and
agrees that from and after the Closing Date, it shall (1) cause the LP to use
the Pollution Control Facilities exclusively as pollution control facilities in
accordance with Section 103(b) (4) (F) of the Internal Revenue Code of 1954, as
amended, and in full compliance with the use requirements set forth in the
applicable agreements (copies of which will be provided to Buyer by Amoco LP
Sellers) and other Tax certifications relating to the Pollution Control Bonds,
and (2) use reasonable efforts to substantially comply with all material
provisions of the applicable agreements securing the Pollution Control Bonds
relating to the operation, maintenance, insurance, use, removal of liens,
payment of Taxes and keeping of records with respect to the Pollution Control
Facilities. Prior to Closing, Sellers shall furnish Buyer with copies of the
applicable agreements and Tax certifications. Buyer agrees that the provisions
of this Article 10.4 shall be binding upon (i) any successors and assigns of
Buyer, (ii) any transferee of all or any portion of the Pollution Control
Facilities, and (iii) any grantee of rights of use and/or operation thereof.
Buyer further agrees that it will cooperate with Amoco LP Sellers in any
refunding of the Pollution Control Bonds by providing Amoco LP Sellers with any
information reasonably requested by Amoco LP Sellers that 1s necessary to issue
any such refunding bonds on a Tax-exempt basis.

10.5 Covenants of Sellers. Except to the extent consented to in writing by
Buyer or as contemplated by this Agreement or as contemplated by existing work
programs and budgets that have been approved by the LLC Managers Committee {as
defined in the LLC Agreement), Sellers agree that from the date hereof until
Closing:
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(a) each of LP Sellers and LLC Sellers shall maintain their proportionate
ownership of the LP and the LLC, respectively;

(b) Sellers will cause the LP to:

(1) cause the Properties to be operated and maintained in a good and
workmanlike manner consistent with prudent oilfield practices in all
material respects, and will pay or cause to be paid all costs and expenses
in connection therewith, subject to Article 10.5(c), (ii) conduct its
business, operations, activities and practices in all material respects
only in the ordinary course of business and consistent with past practice
subject to Article 10.5(c), (iii) comply in all material respects with all
Laws of all Governmental Authorities which are applicable to the LP and the
Assets, (iv) perform and comply in all material respects with all of the
material covenants and conditions contained in agreements relating to the
Assets, (v) pay all Taxes and assessments with respect to the Assets which
become due and payable prior to the Closing Date, and (vi) advise and
consult with Buyer on all material matters relating to the Assets,
including, without limitation, all proposed authorizations for expenditures
in excess of Five Million Dollars ($5,000,000), farmout or farmin proposals
or agreements, and amendments to agreements; and

(c) Sellers will cause the LP not to:

(i) enter into, adopt, or (except as may be required by Law or
contemplated by this Agreement, or requested by Buyer, or as is disclosed
in Article 12.3(g)) amend any bonus, profit sharing, compensation,
severance, termination, pension, retirement, deferred compensation,
employment, or other employee benefit agreement relating to Personnel, or
(ii) increase the compensation, bonus, or fringe benefits of Personnel,
except for increases in salaries or wages made in the ordinary course of
business consistent with past practice;

(ii) fail to maintain its partnership existence or institute
proceedings for 1ts merger, consolidation or dissolution;

(ii1i) incur any liability or obligation of any nature (whether
absolute, accrued, contingent or otherwise and whether due or to become
due) in excess of Two Million Dollars ($2,000,000) except items incurred in
the ordinary course of business and consistent with past practice (counting
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similar transactions, and all periodic installments or payments under any
lease or other agreement providing for periodic installments or payments,
as a single obligation or liability);

(iv) permit, allow or suffer any of its Assets (tangible or
intangible}, having a value in excess of Two Million Dollars ($2,000,000),
to be subjected to any encumbrance, other than Permitted Encumbrances;
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(v) cancel any indebtedness or waive any Third Party Claims or rights
having a value in excess of Two Million Dollars ($2,000,000):;

(vi) sell, transfer or otherwise dispose of any of its Assets
(tangible or intangible) having a value in excess of Two Million Dollars
($2,000,000);

(vii) enter into, terminate or amend any Contract in excess of Two
Million Dollars ($2,000,000) for the purchase or sale of Hydrocarbons which
is not cancelable on notice of not longer than ninety (90) days without
liability, penalty or premium;

(viil) except as disclosed on Part II of Exhibit M, enter into,
terminate or amend any material Contract with Affiliates or any other
material Contract with non-Affiliates, other than, in the case of Contracts
with non-Affiliates, in the ordinary course of business and consistent with
past practices;

(ix) enter into, amend or terminate any collective bargaining or labor
agreement;

(x) make any single capital expenditure or commitment in excess of Two
Million Dollars ($2,000,000) for additions to property, plant, equipment or
intangible capital assets or for any other purpose, or make aggregate
capital expenditures or commitments in excess of Ten Million Dollars
($10,000,000) for additions to property, plant, equipment or for any other
purpose;

(xi) make any material change in any method of accounting or
accounting practice or policy;

(xil) without notice to Buyer (and the Parties agree that Buyer shall
have no consent rights with respect hereto), voluntarily permit any leases
or other material rights with respect to the Properties to expire, waive or
release any material rights with respect to such Properties, or relinquish
its position as operator with respect to any Property, except in each case
in the ordinary course of business;

(xiii) without the consent of Buyer, voluntarily permit any leases or
other material rights with respect to the Properties to expire or waive or
release any material rights with respect to such Properties or relinguish
its position as operator with respect to any Property, in each case outside
the ordinary course of business;

(xiv) commence any drilling, reworking or completing or similar
operations on the Properties (except emergency operations and operations
required under presently existing contractual obligations):

(xv) pay or provide for any loan {other than through the LP's current
Revolving Credit and Cash Management Agreements), repayment of loan or
other extraordinary payment or advance of any nature whatsoever to any
Seller or any Affiliate of any Seller; or
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(xvi) agree, whether in writing or otherwise, to do any of the
foregoing.

10.6 No-Shop. From and after the date hereof and prior to the earlier of
Closing or termination of this Agreement as permitted under Article 15, Sellers

shall not, and shall cause their Affiliates, the LP and the LLC not to, conduct
any discussions with any Third Party with respect to any proposal for a merger,
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interest, tender offer or any similar transaction or business combination
involving the LP, the LLC or the Properties or any other transaction which would
conflict with the intent of this Agreement (collectively, an "Acquisition
Transaction"”). In addition, Sellers shall not, and shall cause their Affiliates,
the LP and the LLC not to, nor will any of them authorize or permit any of their
respective officers, directors or employees or any attorneys, accountants,
investment bankers or other representatives retained by any of them to, directly
or indirectly, solicit or encourage (including by way of furnishing information)
any inquiries or the making of any proposal which it is reasonably expected may
lead to any Acquisition Transaction.

10.7 Financial Reporting Requirements. Each Seller shall, and shall cause
its Affiliates to, take reasonable measures to provide information pertaining to
the LP or the Assets and cooperate and assist Buyer (upon request by Buyer and
at Buyer's expense) in the preparation of financial information pertaining to
the LP or the Assets required by Buyer or its Affiliates in connection with
reports, registration statements and other filings to be made by any of them
related to the LP, the LLC, or these transactions with the U.S. Securities and
Exchange Commission (the "SEC") pursuant to the Securities Act of 1933, as
amended, or the Securities Exchange Act of 1934, as amended, including obtaining
customary consents and comfort letters from the LP's statutory auditors and
customary legal opinions. |

10.8 Certain Tax Refunds. Promptly following receipt of each refund listed
below (provided that such refund is final and nonappealable by or on behalf of
the State of Texas), Buyer will pay to Sellers an amount equal to any net refund
from the State of Texas for overpayment of severance Taxes and interest, if any
as filed by the LP as follows (but only with respect to overpayment for periods
prior to the Settlement Date):

Date Properties
12/3/98 Ector, N. Cowden, Foster, GS
12/4/98 Headlee Devonian
2/22/99 Crossett, Tippett
10/20/99 Wasson ODC, Levelland, Slaughter, Anton Irish,

Mallett and Glasscock

|
10.9 Further Assurances. From time to time after Closing, upon reasonable
request by Buyer, Sellers shall cause to be executed corrective conveyances of
real property without warranty and corrective assignments and bills of sale of
tangible personal property without warranty necessary to give full effect to the
transfer to the LP of the interests of Sellers Group (other than Excluded
Assets) in the Assets as of the Formation Date as contemplated by the
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instruments entitled "General Conveyance, Assignment and Bill of Sale" and
"Conveyance, Assignment and Bill of Sale" executed by or on behalf of one or
more members of Sellers Group and effective on or about the Formation Date.

10.10 Non-Solicitation of Employees. For a period of twenty-four (24)
months after Closing, no member of Seller Group shall offer employment to any
employee of the LP except for (i) any employee who has been discharged by the
LP; (ii) any employee who has terminated his employment with the LP (other than \
through inducement by any member of Sellers Group); or (iii) any employee who
seeks employment with any member of Sellers Group (other than through inducement
by any member of Sellers Group). For a period of one (1) year following the
Closing Date, should any Personnel who are then in the employment of Buyer or
its Affiliates apply for employment with one of Sellers and should such Seller
make an offer of employment to such Personnel, such Seller shall notify Buyer
that it has made such an offer of employment and such offer shall not be
effective for thirty (30) Days following the date that such Seller so notified
Buyer. Notwithstanding anything herein to the contrary and except as otherwise ‘
set forth in the Letter of Agreement concerning Reemployment of Certain i
Employees by Parent Company dated February 28, 1997, by and between SWEPI and 1
the LP, Shell 0Oil Company for itself and its Affiliates, shall have the right, :
but not the obligation, to accept applications of employment submitted by any ‘
Personnel who are named in the above-identified letter, and to extend offers of
employment to such Personnel: (x) at any time, if they are then no longer
employed by Buyer or its Affiliates, or (y) if they are then employed by Buyer
or its Affiliates, at any time after the end of the sixty (60) Day period
following the execution of this Agreement.
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10.11 Actions at Closing Date. On the Closing Date:

(a) Buyer will (i) cause Buyer LP to execute and deliver the Restated LP

| Agreement, (ii) cause Buyer Member to execute and deliver the Restated LLC

} Agreement, (iii) cause the LP to (A) enter into the Debt Financing Agreements, ‘

i (B) make the Special Distribution as described in Section 3.2 of the Restated LP
Agreement in a Dollar amount equal to the aggregate Amoco Outside Basis and
Shell Outside Basis, (C) deliver the Dollar amount equal to the face amount of
the Amoco Affiliate Note to the Amoco Borrower concurrently with receipt of the
Amoco Affiliate Note, and (D) deliver the Dollar amount equal to the face amount
of the Shell Affiliate Note to the Shell Borrower concurrently with receipt of
the Shell Affiliate Note, (iv) cause the LLC to execute and deliver the Restated
LP Agreement, and (v) execute and deliver the Occidental Agreement.

(b) Amoco DT will execute and deliver the Restated LLC Agreement.

(c) The Amoco LP Sellers will execute and deliver the Restated LP Agreement
and the Occidental Agreement.

(d) The Shell LP Sellers will execute and deliver the Restated LP Agreement
and the Occidental Agreement.
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(e} Amoco Sellers will cause (i) the Amoco Borrower to execute and deliver
the Amoco Affiliate Loan and the Amoco Affiliate Note and (ii) the Amoco
Guarantor to execute and deliver the Amoco Guarantee.

(f) Shell Sellers will cause (i) the Shell Borrower to execute and deliver
the Shell Affiliate Loan and the Shell Affiliate Note and (ii) the Shell
Guarantor to execute and deliver the Shell Guarantee.

10.12 Certain Pre-Closing Procedures. From and after the date of this
Agreement and until Closing or termination of this Agreement, Buyer and Sellers
agree that the following procedures will be followed:

(a) If any member of Buyer's Negotiating Team has or obtains actual
knowledge of any event(s), fact(s), condition(s) and/or circumstance(s) that
lead or reasonably should lead any such member to believe that there is a
reasonable probability that any of the Buyer's conditions precedent to Closing
(Articles 13.2 and 13.3) will not be satisfied (a "Possible Condition Precedent
Failure"), then Buyer will promptly notify Sellers of the event(s), fact(s),
condition(s) and/or circumstance(s) underlying such Possible Condition Precedent
Failure in order that Sellers will have the opportunity to cure or correct such
underlying event(s), fact(s), condition(s) or circumstance(s). As used above,
Buyer's Negotiating Team consists of the Persons named on Part I of Exhibit P.

(b) If any member of Sellers' respective Negotiating Teams has or obtains
actual knowledge of any event(s), fact(s), condition(s) and/or circumstance(s)
that lead or reasonably should lead any such member to believe that a Possible
Condition Precedent Failure will occur with respect to any of Sellers'
conditions precedent to Closing (Articles 13.1 and 13.3), then Sellers will
promptly notify Buyer of the event(s), fact(s), condition{(s) and/or
circumstance (s) underlying such Possible Condition Precedent Failure in order
that Buyer will have the opportunity to cure or correct such underlying
event (s), fact(s), condition(s) and/or circumstance(s). As used above, Sellers'
respective Negotiating Teams consist of the Persons named on Part II of Exhibit
P. |
\

(c) If any member of Buyer's Negotiating Team, on the one hand, or if any
member of either of Sellers' respective Negotiating Teams, on the other hand (in
any case, a "First Party") has or obtains actual knowledge of fact(s), event(s),
condition{s) and/or circumstance{s) that lead or reasonably should lead any such
member to believe that there may be a Possible Condition Precedent Failure of
the other Party, then the First Party will promptly notify the other Party{ies).

{(d) Notice given under any of subparagraphs (a), (b) or (c) above (i) will
not operate to modify the rights and obligations of the Parties with respect to
Closing, (ii) will not operate as a notice of Closing, and (iii) will not modify

the provisions of Article 15.1. The giving or failing to give any such notice
will not affect the Parties' other rights and obligations under this Agreement,
including, without limitation, the Parties' rights with respect to
indemnification or breach of representation or warranty.
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10.13 Additional Software Rights. If Closing occurs, upon request from the
LP within sixty (60) Days after Closing, Sellers will procure within sixty (60)
Days on behalf of the LP and at no cost to the LP, licenses enabling the LP to
use the following software in the same manner and to the same extent as the LP
has been using the software during the period ending six (6) months prior to
Closing:

<TABLE>
<CAPTION>

VENDOR SOFTWARE DESCRIPTION
<S> <C> <C>
Landmark Graphics Corp. Petroworks Petro Physical Analysis/9%99 version or
Landmark Graphics Corp. Open Vision Visualization of ZMAP Data/99 version
Landmark Graphics Corp. SEIS 2D Seismic 2D Processing/99 version or 1l
Landmark Graphics Corp. Strata Model Reservoir Analysis/99 version or late
Schlumberger/Geoquest OFM 0il Field Manager/99 version or later
</TABLE>

ARTICLE 11. HSR ACT

11.1 HSR Filings. If compliance with the HSR Act is required in connection
with the transactions contemplated under this Agreement, as promptly as
practicable and in any event not more than fifteen (15) Business Days following
the date on which the Parties have executed this Agreement, Amoco Sellers will
cause their ultimate parent to, and Buyer will, file with the Federal Trade
Commission and the Department of Justice, as applicable, the required
notification and report forms and will as promptly as practicable furnish any
supplemental information which may be requested in connection therewith. Amoco
Sellers will cause their ultimate parent to, and Buyer will, request expedited
treatment {(i.e., early termination) of such filing. Buyer and Amoco Sellers
shall use commercially reasonable efforts to make or modify all other filings
and submissions on a prompt and timely basis in connection with the filings
required by this Article 11.1.

ARTICLE 12. PERSONNEL

12.1 Employee List. Promptly after execution of this Agreement, Sellers
will make availlable to Buyer (a) a list of all employees of the LP ("Personnel")
(such list shall be updated as of the Closing Date), and (b) a copy of all
benefit and pay plans, policies, programs, practices, and Sellers shall, and
shall cause the LP to, and the LP will use reasonable efforts to obtain other
related written employee benefit communications applicable to Personnel
(attached as Exhibit K-1). Upon Buyer's request, Sellers will make available to
Buyer records or such other materials or information as Buyer shall reasonably
need prior to the Closing Date to effectuate the terms of this Agreement;
provided, however, that in no event shall Sellers or the LP be required to
provide to Buyer prior to the Closing Date, with respect to any Personnel, any
individual medical or medical benefits claim information or any individual
Personnel files. Buyer shall be granted access to individual benefit and pay
plan data for the purpose of verifying benefit plan enrollment, participation
and benefit levels, subject to the execution of an agreed confidentiality
agreement that will limit access to designated employees and agents of Buyer. In
addition, Seller shall cause the LP to provide reasonable access to Personnel in
a manner mutually agreed to by Buyer and Sellers. Buyer agrees to comply, and to
cause its Affiliates to comply, with the terms and conditions set forth in this
Article 12. Beginning on the Closing Date, subject to the other
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provisions of this Article 12, Buyer shall employ or cause its Affiliates to
employ all Personnel included on the list identified in this Article 12.1.

12.2 Employee Benefits. (a) Effective as of the Closing Date, Buyer will
assume sole responsibility for the administration, funding, sponsorship and
maintenance or termination of all of the benefit plans, policles, programs and
practices of the LP identified on Exhibit K-1. Thereafter, except as set forth
in Exhibit K-2, in Buyer's sole and absolute discretion, Buyer may (i) offer or
cause 1ts Affiliates to offer Personnel enrollment in some or all of Buyer's
employee benefit programs, including Buyer's retirement plans and health and
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{ii) continue or cause its Affiliates to continue some or all of the benefits
listed on Exhibit K-1, or (iii) implement or cause its Affiliates to implement a
combination of (i) and (ii). Buyer may terminate or continue or cause its
Affiliates to terminate or continue any LP benefit program or plan for any
length of time and any costs associated with the continuation or termination of
these programs and plans will be solely at the LP's expense. Notwithstanding
anything herein to the contrary, Buyer shall provide or cause its Affiliates to
provide a package of employee benefit plans, programs, policies, and practices
that is the same as that provided to similarly situated employees of Buyer,
subject to necessary differences based on geography, availability or other
circumstances which may require specially designed incentive programs.

(b) At Buyer's request, Sellers shall cause the Managers Committee of the
LLC to approve an appropriate resolution by which the Altura Savings Plan,
established pursuant to Section 401 (k) of the Code (the "Altura Savings Plan"),
shall be terminated immediately prior to the Closing Date. Sellers' obligations
shall not extend beyond causing the Managers Committee of the LLC to approve the
resolution necessary to terminate the Altura Savings Plan. Thereafter, Buyer
shall be solely and completely responsible for taking all steps necessary to
effectuate the termination of the Altura Savings Plan, and BUYER SHALL CAUSE THE
LP TO DEFEND, INDEMNIFY AND HOLD HARMLESS SELLERS FROM ANY AND ALL LIABILITY
ASSOCIATED WITH SUCH ACTION. In the event that Buyer does not request Sellers to
take the action described in this Article 12.2(b), Buyer shall be responsible
for the Altura Savings Plan as set forth in Article 12.2(a) above.

(c) No physical examination or other proof of insurability will be required
for initial enrollment by Personnel in any benefit program or plan of Buyer
except physical examinations normally required by a Third Party as a condition
to additional levels of life insurance coverage above four times base salary (in
total). Buyer shall waive or cause its Affiliates to waive all coverage
exclusions and limitations relating to waiting periods or pre-existing condition
exclusions to coverage or evidence of insurability with respect to such
enrollment by Personnel or their dependents, except as noted above.

(d) With respect to Buyer benefit plans, policies, programs or practices
(the "Buyer Benefit Plans") in which Personnel participate, Buyer shall grant or
cause its Affiliates to grant to all Personnel, from and after the Closing Date,
credit for all service credited by Sellers or the LP under the ERISA Plans or
the Non-ERISA Plans prior to the Closing Date for seniority, eligibility to
participate, eligibility for benefits, for the forms and levels of benefits, for
benefit accrual and for vesting purposes. To the extent Buyer Benefit Plans
provide medical or dental welfare benefits, such plans shall waive any
preexisting conditions and actively at work
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exclusions with respect to Personnel (but only to the extent such Personnel were
provided coverage under the ERISA Plans or the Non-ERISA Plans) and shall
provide that any expenses incurred on or before the Closing Date by or on behalf
of any Personnel shall be taken into account under the Buyer Benefit Plans for
purposes of satisfying applicable deductible, coinsurance and maximum
out-of-pocket provisions.

(e) Buyer will be responsible for providing either on its own or through
the LP the group health plan continuation coverage pursuant to Section 4980B of
the Code, and Sections 601 through 609 of ERISA for all Personnel and retirees
of the LP and their eligible dependents and will cover such Personnel and
retirees under either its own or the LP's group health plan to accommodate this
requirement. BUYER RELEASES SELLERS FROM AND SHALL FULLY PROTECT, DEFEND,
INDEMNIFY AND HOLD SELLERS HARMLESS FROM AND AGAINST ANY AND ALL THIRD PARTY
CLAIMS TO THE EXTENT RELATING TO EVENTS THAT OCCURRED WHILE PERSONNEL AND
RETIREES ARE EMPLOYED BY THE LP UNDER THE PROVISIONS OF SECTION 4980B OF THE
CODE OR SECTIONS 601 THROUGH 609 OF ERISA WITH RESPECT TO ANY PERSONNEL,
RETIREES OF THE LP OR DEPENDENT OR SPOUSE OF SUCH PERSONNEL OR RETIREE, WHO HAD
OR HAS A "QUALIFYING EVENT" (WITHIN THE MEANING OF SECTION 4980B(F) (3) OF THE
CODE) DURING EMPLOYMENT WITH THE LP.

(f) Sellers and Buyer agree to cooperate with each other in all reasonable
respects and, as and when requested by the other Party, agree to execute and
deliver, or cause to be executed and delivered, all such documents and
instruments as such Party shall reasonably deem necessary or desirable to
consummate any of the employee benefit obligations contemplated under this
Agreement. After execution of this Agreement, Sellers and the LP shall confer
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to employment or benefit matters that concern Buyer's potential activities from
and after the Closing Date. Buyer shall be provided the opportunity to review
and revise any written communications to Personnel that relate to such matters.

(g) Sellers have disclosed that the LP has proposed to (i) amend the
qualified Altura Savings Plans and the qualified Altura Defined Benefit Plan to
provide for immediate vesting of certain participants and (ii) approve the
design and financial obligations under the special divestment incentive program.
It is understood that the foregoing amendments shall not be subject to the
limitations in Article 10.5 of this Agreement. Buyer acknowledges that the LP is
an on-going business entity that may need to modify and administer and maintain
various policies, procedures, or programs at times in the ordinary course of
business. Nothing in Article 10.5 of this Agreement is intended to prohibit the
LP from taking such action in the ordinary course of business. Sellers agree
that Buyer will be notified and consulted prior to any change contemplated by
this subsection.

(h) Buyer and Sellers agree that certain additional Personnel benefit
matters are set forth in Exhibit K-2.

12.3 Post-Employment Medical. (a) The LP has maintained a Post-Employment
Medical Plan for its employees and, at the time of Closing, there are certain
former employees of the LP who are no longer employed by the LP but are eligible
for the LP's Post-Employment
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Medical Plan. Buyer will continue the LP's Post-Employment Medical Plan or
alternatively will extend or will cause its Affiliates to extend the coverage of
its Medical Care Plan applicable to its retirees to the LP's former employees
covered under the LP's Post-Employment Medical Plan, and will waive any
preexisting conditions provisions, proof of good health, evidence of
insurability, minimum age and service requirements for this benefit, and will
also allow persons who are former employees of the LP as of the Closing Date to
obtain coverage under the Buyer Medical Care Plan on the same terms and
conditions as are available to Buyer's retirees except that no coverage shall be
provided to such former employees from and after their attainment of age 65.

(b) Buyer shall not assume any obligation to provide post-employment
retiree medical coverage to Personnel who were eligible to retire from one of
Sellers or an Affiliate of one of Sellers at the time such Personnel terminated
employment with Sellers or one of their Affiliates.

(c}) In addition to Buyer's normal eligibility requirements for retiree
medical coverage, eligibility of Personnel for such coverage from and after age
65 shall require at least five years of actual service with Buyer from and after
the Closing Date.

(d) Buyer shall modify its retiree medical plan to provide eligibility for
coverage for Personnel who are credited with at least fifteen (15) years of
vesting service under the Altura Savings Plan and have attained at least fifty
(50) but not more than fifty-four (54) years of age, determined as of the
Closing Date; provided that such coverage shall otherwise be subject to all of
the terms and conditions of Buyer's retiree medical plan. Should such Personnel
retire prior to attaining five (5) years of actual service with Buyer from and
after the Closing Date, their eligibility for post retirement medical coverage
would be limited to coverage through age 64.

12.4 WARN Act. Buyer represents and warrants that there will be no major
employment losses of Personnel as a consequence of the transactions contemplated
by the Agreement that might trigger obligations under the Worker Adjustment and
Retraining Notification Act, 29 U.S.C. Section 2101 et seqg. (the "WARN Act"), or
under any similar provision of any federal, state, regional, foreign, or local
Law (referred to collectively as "WARN Obligations") during the first sixty (60)
Days from and after the Closing Date.

12.5 Liabilities and Indemnifications. (a) TO THE MAXIMUM EXTENT PERMITTED
BY APPLICABLE LAW, IF CLOSING SHALL OCCUR, FROM AND AFTER THE CLOSING DATE,
EXCEPT AS OTHERWISE PROVIDED IN ARTICLES 6.2, 6.3, OR 6.4, BUYER SHALL CAUSE THE
LP TO DEFEND, INDEMNIFY, AND HOLD HARMLESS SELLERS, THEIR OFFICERS, DIRECTORS
AND EMPLOYEES AND AFFILIATES, FROM AND AGAINST ANY AND ALL LOSSES, DAMAGES,
CLAIMS, SUITS, LIABILITIES, JUDGMENTS AND EXPENSES (INCLUDING, BUT NOT LIMITED
TO, REASONABLE ATTORNEYS' FEES AND OTHER COSTS OF LITIGATION), AND ANY FINES,

http://contracts corporate.findlaw.com/agreements/occidentalpetrol/amoco.purch.2000.03.07. html

6/21/02




FindLaw - Purchase and Sale Ang't - Amoco D.T. Co., Amoco X.T. Co, Amoco‘. Co, SWEPI LP, Shel.. Page 44 of 57 |

U S S, e e e m—— - e e - - - e e et et me i emim = = e

TO, ON, OR AFTER THE CLOSING DATE, BUT 6&LY TO THE EXTENT THAT SUCH CLAIMS
RELATE TO THEIR PERIOD OF EMPLOYMENT WITH, OR THE TERMINATION OF THEIR
EMPLOYMENT FROM THE LP; PROVIDED, HOWEVER,
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THAT THIS ARTICLE 12.5 SHALL NOT LIMIT SELLERS' OBLIGATIONS UNDER ARTICLE 10.5
OR BUYER'S RIGHTS WITH RESPECT TO ARTICLE 8.2.

(b) IF CLOSING SHALL OCCUR, FROM AND AFTER THE CLOSING DATE, EXCEPT AS
OTHERWISE PROVIDED IN ARTICLES 5.3, 6.2, 6.3, OR 6.4, WITH RESPECT TO ALL
WORKERS' COMPENSATION (HEREINAFTER "COMPENSATION CLAIMS") FILED WITH AN
APPROPRIATE AGENCY BY ANY LP EMPLOYEE PRIOR TO, ON, OR AFTER THE CLOSING DATE
(SUCH EMPLOYEES ARE, FOR PURPOSES OF THIS PARAGRAPH, HEREINAFTER COLLECTIVELY !
REFERRED TO AS "CLAIMING EMPLOYEE"), OR BY THE SPOUSE, DEPENDENT (S) OR PERSONAL
REPRESENTATIVE OF SUCH CLAIMING EMPLOYEE WHICH IS FILED PRIOR TO, ON, OR AFTER
THE CLOSING DATE, BUYER SHALL CAUSE THE LP TO PROCESS, DEFEND AND BE RESPONSIBLE
FOR, AND SHALL INDEMNIFY SELLERS AGAINST ANY SUCH COMPENSATION CLAIM WHETHER THE
INCIDENT OR ALLEGED INCIDENT GIVING RISE TO THE COMPENSATION CLAIM OCCURRED
PRIOR TO, ON, OR AFTER THE CLOSING DATE, BUT ONLY TO THE EXTENT SUCH
COMPENSATION CLAIM RELATES TO THE CLAIMING EMPLOYEE'S PERIOD OF EMPLOYMENT WITH
THE LP; PROVIDED, HOWEVER, THAT THIS ARTICLE 12.5 SHALL NOT LIMIT SELLERS'
OBLIGATIONS UNDER ARTICLE 10.5 OR BUYER'S RIGHTS WITH RESPECT TO ARTICLE 8.2.

(c}) FROM AND AFTER THE CLOSING DATE, SELLERS SHALL DEFEND, INDEMNIFY, AND
HOLD HARMLESS BUYER GROUP (INCLUDING THE LLC AND THE LP) FROM AND AGAINST THE
CLAIMS OF PERSONNEL OR THEIR SPOUSES, DEPENDENTS OR PERSONAL REPRESENTATIVES
DESCRIBED IN PARAGRAPHS (a) AND (b) ABOVE, BUT ONLY TO THE EXTENT SUCH CLAIMS
RELATE TO PERIODS PRIOR TO PERSONNEL'S PERIOD OF EMPLOYMENT WITH THE LP OR ANY
SUBSEQUENT PERIOD OF EMPLOYMENT WITH SELLERS OR THEIR AFFILIATES.

(d) Any liability or obligation under any plan, program, policy or practice
of the LP as identified in Exhibit K-1, to pay benefits or claims - including,
without limitation, claims for pension benefits, health, dental, life,
accidental death, disability, and related benefits - for services rendered to
the LP prior to, on, or after the Closing Date with respect to anyone employed
by the LP at any time, or his or her spouse, or his or her dependents or
beneficiaries, shall remain the responsibility of the LP and Buyer.

the other provisions of this Agreement or any ancillary agreements insofar as
they relate to employment with the LP and the LP's employee benefits matters,
the terms and conditions of this Article 12 shall govern.

|
|
12.6 Conflicts. In the event of any conflict between this Article 12 and
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ARTICLE 13. CONDITIONS PRECEDENT TO CLOSING

|
13.1 Conditions Precedent to Sellers' Obligation to Close. Sellers will

consummate the sale of the Interests as contemplated by this Agreement on the

Closing Date, provided the following conditions precedent and those in Article - \

13.3 have been satisfied or have been waived by Sellers:

(a) the representations and warranties of Buyer contained in this Agreement
are true and correct in all material respects at and as of Closing as though
such representations and warranties were made at such time; and \
\

(b) that Buyer has complied in all material respects with all covenants and
obligations contained in this Agreement to be performed or complied with by
Buyer prior to Closing.

13.2 Conditions Precedent to Buyer's Obligation to Close. Buyer will
consummate the purchase of the Interests as contemplated by this Agreement on
the Closing Date, provided the following conditions precedent and those in
Article 13.3 have been satisfied or have been waived by Buyer:

(a) The Specified Representations and Warranties are true and correct in
all material respects at and as of Closing as though such Specified
Representations and Warranties were made at such time. The representations and
warranties (other than the Specified Representations and Warranties) of Sellers
contained in this Agreement are true and correct at and as of Closing as though
such representations and warranties were made at such time, except for breaches
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and Warranties) that, individually or in aggregate, would not have a material
adverse effect on the business, operation, financial condition or results of
operations of the LP, taken as a whole, or on the transactions contemplated
hereunder; provided that for purposes of this Article 13.2(a), the Dollar
amounts and other materiality qualifiers in such representations and warranties
shall be disregarded; and provided further that this Article 13.2(a) shall not
modify any post-Closing remedies for the representations and warranties in this
Agreement or the remedies set forth in Article 15.2; and

(b) that Sellers have complied in all material respects with all
obligations and conditions contained in this Agreement to be performed or
complied with by Sellers prior to Closing.

13.3 Conditions Precedent to Obligation of Each Party to Close. The Parties
will consummate the sale and purchase of the Interests as contemplated in this
Agreement on the Closing Date, provided the following conditions precedent have
been satisfied or have been waived by the applicable Party:

(a) if applicable, consummation of the transactions contemplated under the
terms of this Agreement is not prevented from occurring by (and the required
waiting period, if any, has expired under) the HSR Act and the rules and
regulations of the Federal Trade Commission and the Department of Justice;
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{b) receipt from any Governmental Authority having appropriate jurisdiction
consenting to and approving the consummation of, and providing any authorization
required in connection with, the transactions contemplated under the terms of
this Agreement (except for those governmental consents and approvals customarily
obtained subsequent to the consummation of transactions of this type):

(c) there shall be no legal action or proceeding instituted by a
Governmental Authority having appropriate jurisdiction seeking to restrain,
enjoin or otherwise prohibit the consummation of the transaction contemplated
under the terms of this Agreement; and

(d) there shall be no order (including temporary restraining order),
non-appealable final order, decree or judgment of any Governmental Authority
having appropriate jurisdiction restraining, enjoining or otherwise prohibiting
the consummation of the transactions contemplated herein.

ARTICLE 14. THE CLOSING

14.1 Closing. Closing shall take place at 10:00 a.m., Houston time, at the
Houston office of Baker Botts L.L.P., 910 Louisiana, Houston, Texas, 77002, on
the Closing Date. Sellers shall notify Buyer of the Closing Date at least three
(3) Business Days prior thereto. Sellers will jointly provide Buyer with wiring
instructions designating the account or accounts to which the Closing Amount is
to be delivered, specifying how the Adjusted Purchase Price, as estimated
pursuant to Article 4.3, is to be allocated among Sellers.

14.2 Obligations of Sellers at Closing. At Closing, Sellers will deliver or
cause to be delivered to Buyer, unless waived by Buyer, the following:

(a) a document executed by an authorized officer or an Attorney-in-Fact of
each LLC Seller assigning its LLC Interest in substantially the form of the
Assignment of Limited Liability Company Interest. This document will be executed
and acknowledged in five (5) multiple originals or such greater number as agreed
between the Parties;

{(b) a document executed by an authorized officer or an Attorney-in-Fact of
each LP Seller assigning its LP Interest in substantially the form of the
Assignment of Partnership Interest. This document will be executed and

acknowledged in ten (10) multiple originals or such greater number as agreed
between the Parties;:

(c) eleven (ll) originals of the Certificate executed by an authorized
officer or an Attorney-in-Fact of each Seller;

(d) eleven (11) originals of the Non-Foreign Affidavit executed by an
authorized officer or an Attorney-in-Fact of each Seller;

(e} any necessary consents from the partners of the LP and the members of
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(f) copies of the documents executed in accordance with Part II of Exhibit
M, in a mutually agreeable form (except with respect to documents that do not
bind or have any effect on the LP, the LLC, or Buyer), which (1) caused the
termination of certain LP formation documents and certain other contracts,
and/or (2) caused the amendment or modification of certain provisions of certain
LP formation documents and certain other contracts, and/or (3) release members
of the LLC management committee from certain liabilities to the LP;

‘ (g) eleven (1l1l) originals of an opinion of counsel executed by an
authorized attorney for each of Sellers and resolutions of each Seller's Board
of Directors authorizing the transactions contemplated by this Agreement
(including designation of the persons authorized to execute this Agreement on
behalf of Sellers), both in a mutually agreeable form;

(h) eleven (1l1) originals of the Operative Documents, other than the Amoco
Affiliate Note and the Shell Affiliate Note, to which any member of Seller Group
is a party; and

(i) one (1) original of the Amoco Affiliate Note and one (1) original of
the Shell Affiliate Note.

14.3 Obligations of Buyer at Closing. At Closing, Buyer will deliver or
cause to be delivered to Sellers, unless waived by Sellers, the following:

{a) the Closing Amount by wire transfer;

(b) the Assignment of Limited Liability Company Interest executed by an
authorized officer or an Attorney-in-Fact of Buyer Member referred to in Article
14.2(a);

{(c) the Assignment of Partnership Interest executed by an authorized
officer or an Attorney-in-Fact of Buyer LP referred to in Article 14.2(b);

(d) eleven (1ll) originals of the Certificate executed by an authorized
officer or an Attorney-in-Fact of Buyer;

(e} eleven (11) originals of an opinion of counsel executed by an
authorized attorney for Buyer and resolution of Buyer's Board of Directors
authorizing the transaction contemplated by this Agreement (including
designation of the persons authorized to execute this Agreement on behalf of
Buyer), both in mutually agreeable forms; and

(f) eleven (1ll) originals of the Operative Documents to which any member of
Buyer Group 1s a party.

ARTICLE 15. TERMINATION

15.1 Grounds for Termination. Subject to Article 15.2, this Agreement may
be terminated (except for the provisions referenced in Article 15.2 below) at
any time prior to Closing upon the occurrence of any one or more of the
following:

(a) by the mutual written agreement of the Parties;
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(b) by any Party if the consummation of the transactions contemplated
herein would violate any non-appealable final order, decree or judgment of any
Governmental Authority having appropriate jurisdiction enjoining the
consummation of the transactions contemplated herein;

(c) by any Party if, under the HSR Act or otherwise, the Federal Trade
Commission or the Department of Justice shall have commenced or threatened to
commence any proceeding to delay or enjoin or seek substantial damages in
respect of the transactions evidenced by this Agreement ("threatened," for

purposes of this Article 15.1(c), means an actual vote of the Commissioners of
the FTC to commence such a proceeding);

(d) by any Party 1f consent to and approval of the consummation of, and
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contemplated under the terms of this Agreement (except for those governmental
consents and approvals customarily obtained subsequent to transactions of this
type) are required and not obtained from any Governmental Authority having
appropriate jurisdiction; or

1 (e} by any Party, if Closing has not occurred by the 120th Day following
1 the date of this Agreement, through no breach of this Agreement by the
‘ terminating Party or its Affiliates.

15.2 Effect of Termination. A Party shall not have the right to terminate
this Agreement under Article 15.1 if it is then in breach of this Agreement. If
this Agreement is terminated in accordance with Article 15.1, such termination
will be without liability to any Party, except performance of the obligations
contained in Articles 6.11, 15.3, 16.1, 17.1, 17.2, 17.3, 17.9, 17.10, 17.11,
17.12, 17.13, 17.14, 17.15, 17.16 and 17.18 (which provisions will survive
termination of this Agreement) and except as expressly provided in this Article
15.2. If any Party terminates this Agreement pursuant to its rights under
Article 15.1, except as provided below in this Article 15.2, the Earnest Money,
together with the net interest earned thereon, shall be returned to Buyer, and
no Party shall have any liability to any other Party for such termination. If,
prior to the 120th Day following the date of this Agreement, all of Buyer's
conditions to Closing in Articles 13.2 and 13.3 have been satisfied and Sellers
are ready, willing and able to Close the transactions contemplated hereby, and
Buyer fails to Close such transactions on the Closing Date as set forth in
Sellers' notice under Article 14.1, and Sellers terminate this Agreement, then
Sellers shall be entitled to receive the Earnest Money, together with the net
interest earned thereon, as liquidated damages for Buyer's breach and not as a
penalty. If, prior to the 120th Day following the date of this Agreement, all of
Sellers' conditions to Closing in Articles 13.1 and 13.3 have been satisfied,
and Buyer is ready, willing and able to Close the transactions contemplated
hereby, and Sellers fail to Close such transactions on or before the date that
is three (3) Business Days after the satisfaction of all such conditions, and
Buyer terminates this Agreement, Buyer shall be entitled to the return of the
Earnest Money, together with the net interest earned thereon, and its actual
damages arising out of Sellers' failure, subject to Article 6.8. If the Earnest
Money 1s returned or delivered as provided above, then the remedies under this
Article 15.2 shall be the terminating Party's or Parties' exclusive remedy in
respect of the non-terminating Party's or Parties' breach of this Agreement, and
each Party hereby waives and releases any and other remedies it may have at law
or in equity against the other Parties hereto.

Execution Version 59
<PAGE>

15.3 Dispute over Right to Terminate. If there is a dispute between the
Parties over termination of this Agreement, Closing will not occur as scheduled.
The Party who disputes the termination of the Agreement (or the right of a Party
to terminate the Agreement) (the "Disputing Party") may, within thirty (30) Days
of the date on which Closing was scheduled to occur, initiate binding :
arbitration in accordance with Article 16.1 to resolve the dispute. If the
Disputing Party fails (for any reason) to initiate binding arbitration to
resolve the dispute within such thirty (30) Day period, this Agreement will be
deemed terminated at the expiration of such thirty (30) Day period (and the
Parties, on behalf of themselves, their officers, directors, agents, employees,
successors and assigns, irrevocably waive any and all Claims they may have
against each other associated with the termination of this Agreement).

ARTICLE 16. ARBITRATION

16.1 Arbitration. Unless expressly provided otherwise in this Agreement,
any and all Arbitrable Disputes must be resolved through the use of binding
arbitration using three (3) arbitrators, in accordance with the Commercial
Arbitration Rules of the AAA, as supplemented to the extent necessary to
determine any procedural appeal questions by the Federal Arbitration Act (Title
9 of the United States Code). If there is any inconsistency between this Article
and the Commercial Arbitration Rules or the Federal Arbitration Act, the terms
of this Article will control the rights and obligations of the Parties. If there
is another Arbitrable Dispute among the Parties pursuant to any agreement
entered into at Closing that involves the same facts and parties as the facts
and parties with respect to which an arbitration has been initiated pursuant to
this Agreement, such dispute and any arbitration initiated in connection
therewith shall be consolidated with the arbitration initiated pursuant to this
Agreement. No other arbitration shall be consolidated with any arbitration
initiated pursuant to this Agreement without the agreement of the Parties or
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set forth in this Agreement and not thereafter or if no time limit is given,
within the time period allowed by the applicable statute of limitations.
Arbitration may be initiated by either Sellers, acting collectively, or Buyer
("Claimant") serving written notice on Buyer or Sellers, respectively
("Respondent") that Claimant elects to refer the Arbitrable Dispute to binding
arbitration. Sellers must act collectively as a group for all purposes under
this Article 16.1. Claimant's notice initiating binding arbitration must
identify the arbitrator Claimant has appointed. Respondent shall respond to
Claimant within sixty (60) Days after receipt of Claimant's notice, identifying
the arbitrator Respondent has appointed. If Respondent fails for any reason to
name an arbitrator within the sixty (60) Day period, Claimant will name the
arbitrator for Respondent's account. The two (2) arbitrators so chosen shall
select a third arbitrator (who must have not less than seven (7) years
experience as an oil and gas lawyer) within thirty (30) Days after the second
arbitrator has been appointed. If the two arbitrators are unable to agree on a
third arbitrator within sixty (60) Days from initiation of arbitration, then a
third arbitrator shall be selected by the AAA office in Houston, Texas, with due
regard given to the selection criteria above and input from the Parties and
other arbitrators. The AAA shall select the third arbitrator not later than
ninety (90) Days from initiation of arbitration. In the event AAA should fail to
select the third arbitrator within ninety (90) Days from initiation of
arbitration, then either Party may petition the Chief United States District
Judge for the Southern District of Texas to select the third arbitrator. Due
regard shall be given to the selection criteria above and input from the Parties
and other arbitrators. Sellers will pay the compensation and expenses of the
arbitrator named by or for them, and Buyer will pay the compensation and
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expenses of the arbitrator named by or for it. Sellers and Buyer will each pay
one-half of the compensation and expenses of the third arbitrator. All
arbitrators must be neutral parties who have never been officers, directors or
employees of the Parties or any of their Affiliates. Unless expressly provided
otherwise in this Agreement, the two (2) arbitrators named by the Parties must
have not less than seven (7) years experience in the oil and gas industry, and
must have a formal education or training in the area of dispute (e.g.,
accounting for an accounting dispute, etc.). The hearing will be conducted in
Houston, Texas and commence within thirty (30) Days after the selection of the
third arbitrator. The Parties and the arbitrators should proceed diligently and
in good faith in order that the award may be made as promptly as possible. The
arbitrators shall determine the Arbitrable Disputes of the Parties and render a
final award in accordance with the substantive Law of the State of Texas,
excluding the conflicts provisions of such Law. The arbitrators shall set forth
the reasons for the award in writing. All statutes of limitations and defenses
based upon passage of time applicable to any Arbitrable Dispute (including any
counterclaim or setoff) shall be interrupted by the filing of the arbitration ‘
and suspended while the arbitration is pending. The terms hereof shall not limit
any obligations of a Party to defend, indemnify, or hold harmless another Party
against court proceedings or other Claims, losses, damages or expenses. In order
to prevent irreparable harm, the arbitrators shall have the power to grant
temporary or permanent injunctive or other equitable relief. A Party may,
notwithstanding any other provision of this Agreement, seek temporary injunctive
relief from any court of competent jurisdiction; provided that the Party seeking
such relief shall (if arbitration has not already been commenced) simultaneously
commence arbitration. Such court-ordered relief shall not continue more than ten
(10) Days after the appointment of the arbitrators and in no event for longer
than sixty (60) Days. Except as provided in the Federal Arbitration Act, the
decision of the arbitrators will be binding on and non-appealable by the
Parties. The arbitrators may not grant or award indirect, consequential,
punitive or exemplary damages or damages for lost profits.

ARTICLE 17. MISCELLANEOQUS

17.1 Notices. All notices and other communications required or desired to
be given hereunder must be in writing and sent (properly addressed as set forth
below) by: (a) U.S. mail with all postage and other charges fully prepaid, (b)
hand delivery or (c) facsimile transmission. A notice will be deemed effective
on the date on which such notice is received by the addressee, if by mail or
hand delivery, or on the date sent, if by facsimile (as evidenced by fax machine
confirmation of receipt); provided, however, if such date is not a Business Day,
then date of receipt will be on the next date which is a Business Day. No
notice, waiver or consent of Sellers hereunder shall be effective unless
executed by an authorized agent or officer of each Seller, whether by singular
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other Party in writing of such address change.

If to any one or more Amoco Sellers:
c/o Amoco D.T. Company
501 Westlake Park Boulevard
Houston, Texas 77079
Attn: Gary Paulson
Facsimile: 281-560-8850
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With a copy to: c/o Bmoco X.T. Company
200 East Randolph Drive
Chicago, Illinois 60601
Attn: D. B. Pinkert
Facsimile: 312-856-4091

If to any one or more Shell Sellers:
c/o SWEPI LP
P.0O. Box 576
Houston, Texas 77001-0576
Attn: W. van de Vijver
Facsimile: 713-241-7066

With a copy to: c/o Shell Exploration & Production Company
910 Louisiana Street
Houston, Texas 77002
Attn: R. G. Ford
Facsimile: 713-241-7066

If to Buyer: Occidental Petroleum Corporation
10889 Wilshire Boulevard
Los Angeles, California 90024
Attn: Donald P. de Brier, Executive Vice
‘ President and General Counsel
Telephone: 310-443-6176
Facsimile: 310-443-6195

17.2 Brokers, Agents and Finders. Sellers and Buyer have each retained

separate financial advisors and service providers ("Advisors") in connection

! with the transactions contemplated by this Agreement. All fees and charges by
the Advisors to Sellers shall be the responsibility of Sellers, and all fees and
charges by the Advisors to Buyer shall be the responsibility of Buyer. The
respective Advisors are not authorized to act on behalf of Sellers or Buyer,
respectively, in the transactions contemplated by this Agreement. SELLERS
RELEASE AND SHALL PROTECT, DEFEND, INDEMNIFY AND HOLD BUYER GROUP, THE LP AND
THE LLC HARMLESS FROM AND AGAINST ANY AND ALL CLAIMS WITH RESPECT TO ANY
COMMISSIONS, FINDERS' FEES OR OTHER REMUNERATION DUE TO ANY BROKER, AGENT,
FINDER OR ADVISOR CLAIMING BY, THROUGH OR UNDER SELLERS. BUYER RELEASES AND
SHALL PROTECT, DEFEND, INDEMNIFY AND HOLD SELLERS GROUP HARMLESS FROM AND
AGAINST ANY AND ALL CLAIMS WITH RESPECT TO ANY COMMISSIONS, FINDERS' FEES OR
OTHER REMUNERATION DUE TO ANY BROKER, AGENT OR FINDER CLAIMING BY, THROUGH OR
UNDER BUYER. Each Party shall be responsible for and shall bear the expenses
incurred by it in connection with negotiating and consummating the transactions
contemplated by this Agreement.
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provided, however, Sellers may retain copies of any or all Records including
originals of any income Tax Returns, reports or forms, and Buyer shall be
provided with copies of such Tax Returns, reports or forms, only to the extent
they relate to the LP's or the LLC's separate returns or separate Tax liability.
Buyer will maintain and/or cause the LP and the LLC to maintain the Records for
a period of ten (10) years after Closing and will afford Sellers full access to
the Records as reasonably requested by any Seller. If Buyer, the LP or the LLC
desires to destroy any Records within such ten (10) year period, such party
shall notify Sellers in writing prior to such destruction and provide Sellers
the opportunity to take possession of the same at Sellers' sole cost.

17.3 Access. (a) Records. The Records are Assets of the LLC and the LPB;
|
|

Third Party approvals, which approval Sellers shall use reasonable efforts to

|
|
|
(b) Access. (1) Subject to Article 17.3(c) and applicable operator or other
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(including the LP and the LLC), to permit Buyer, at Buyer's risk and expense, to
conduct inspections of the Properties at any reasonable times prior to Closing;
provided, however, that unless Sellers give their prior written consent (which
shall not be unreasonably withheld or delayed), Buyer may not conduct testing or
sampling on the Properties. Sellers shall, and shall cause each other member of
Sellers Group to, make available, at reasonable times and upon reasonable
notice, to Buyer and its representatives (including, without limitation,
attorneys, accountants, engineers, consultants and other agents of Buyer) for
examination and copying such accounting, Tax, financial, technical, geological,
geophysical, engineering, environmental, safety, legal, land, title and other
information relating to the Properties insofar as same are in possession of the
LLC, the LP or any member of Sellers Group and, subject to the consent and
cooperation of applicable operators and other Third Parties, shall use
reasonable efforts to obtain, at Buyer's expense, such additional information
relating to the Properties as Buyer reasonably may request, to the extent in
each case that members of Sellers Group may do so without violating any Law or
any obligation of confidence or other contractual commitments to a Third Party
(and provided Sellers use reasonable efforts to obtain waivers of any such
obligations and contractual commitments). Prior to Closing, information that is
produced or accessed by Buyer under this Article 17.3 is subject to the
confidentiality obligation under Article 17.3(c). Further, at reasonable times
and upon reasonable notice, Sellers shall, and shall cause each other member of
Sellers Group, to afford Buyer and its representatives reasonable access from
the date hereof until Closing to selected employees and officers of the LP that
have been involved with the operation, maintenance or development of the
Properties and accounting or supervision thereof. Notwithstanding the foregoing,
Sellers shall have no obligations prior to Closing to make available documents
for which they or the LP is validly claiming an attorney-client privilege or
privilege as attorney work product.

[, PR N T

|

|

|

1

| (11) Buyer, to the fullest extent permitted by Law, shall indemnify,
defend and hold harmless Sellers Group, the LP Group, the LLC Group, the

other owners of interests in the Properties and their respective officers,

directors, employees, agents and representatives (collectively "Indemnified

Persons"), from any and all Claims, including, without limitation, Claims

for (A) any injury to or death of any persons (including, without

limitation, officers, directors, employees, agents, consultants, legal and

financial advisors and other representatives of Buyer (collectively

"Buyer's Representatives")); (B) damage to property (including, without

limitation, damage to the property of Third

|

|
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Parties and the property of Buyer and Buyer's Representatives); or {(C)
damage to natural resources or environmental damages to, or associated
with, such Properties to the extent caused by, arising out of, or resulting
from the activities of Buyer and Buyer's Representatives in connection with
said site visit and physical investigation of the Properties, even if such
indemnified event is caused by, arises out of or results from the
negligence of the Indemnified Persons, but not to the extent that any such
| indemnified event or occurrence is caused by or the result of the gross
negligence or willful misconduct of the Indemnified Persons. Each of the
Indemnified Persons, as applicable, shall have the right at all times to
participate in the preparation for and conducting of any hearing or trial
| related to this indemnification provision, as well as the right to appear
f on its own behalf or to retain separate counsel to represent itself at any
: such hearing or trial; provided, however, that Buyer shall not be required
to indemnify, defend or hold harmless Sellers Group or any Indemnified
Person with respect to any non-compliance with Laws or any physical
conditions or adverse conditions, including, without limitation, any waste
or hazardous materials discovered by Buyer or Buyer's Representatives in
connection with such site visit and physical inspection.

; (ii1) In addition to the foregoing indemnification obligations, Buyer

| assumes full responsibility for all damage to the Properties and/or to
operations conducted by the Indemnified Persons, their respective

‘ Affiliates, or other operators associated with the Properties to the extent

‘ arising out of or resulting from activities of Buyer or Buyer's

: Representatives 1n connection with any site visit and physical
investigation of any Properties (including, without limitation,
environmental remediation and response costs and damages to natural
resources located on, in, under or above any real property which is part of
or associated with the Properties) even if such damage is caused by, arises
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the extent such damage is caused by, results from, or arises out of the
gross negligence or willful misconduct of the Indemnified Persons;
provided, however, that Buyer shall have no responsibility with respect to
any non-compliance with Laws or any physical condition or adverse
condition, including, without limitation, any waste or hazardous materials,
discovered by Buyer or Buyer's representatives in connection with such site
visit and physical inspection.

(c) Confidentiality. (i) With respect to Properties Information, if Closing
occurs, Sellers shall, and shall cause their Affiliates and the directors,
officers, employees, representatives, agents and advisors of Sellers and their
Affiliates to, maintain in confidence and not disclose Properties Information or
use Properties Information in the Greater Permian Area {except as needed
specifically for matters involving Sellers' or their Affiliates' litigation,
remediation, government reports required by Laws, indemnification obligations or
to comply with contracts) from the date of Closing until the fifth anniversary
thereof; provided, however, that in no case shall such Properties Information be
used or disclosed for sale, license or other commercial purposes for oil and gas
exploration and production activities, and provided further that Sellers and
their Affiliates agree to maintain the confidentiality thereof, and shall
require any Third Party receiving such Properties Information, other than the
LP, to agree to maintain the confidentiality thereof. From and after the fifth
anniversary of Closing, Sellers and their
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Affiliates will have the right to use but not sell or license such Properties
Information to Third Parties.

Closing occurs, Sellers shall, and shall cause their Affiliates and the
directors, officers, employees, representatives, agents and advisors of
Sellers and their Affiliates to, maintain in confidence and not use or
disclose Records that are not Properties Information (except as needed
specifically for matters involving Sellers' or their Affiliates' Tax,
accounting, litigation, remediation, government reports required by Laws,
indemnification obligations or to comply with contracts) from the date of
Closing until the fifth anniversary thereof; provided, however, that in no
case shall such Records be used or disclosed for sale, license or other
commercial purposes for oil and gas exploration and production activities,
| and provided further that Sellers and their Affiliates agree to maintain
the confidentiality thereof, and shall require any Third Party receiving
such Records, other than the LP, to agree to maintain the confidentiality
thereof. From and after the fifth anniversary of Closing, Sellers and their
affiliates will have the right to use but not sell or license such Records
to Third Parties.

\
|
|
\ (i1) With respect to Records that are not Properties Information, if

(iii) With respect to Licensed Technology, if Closing occurs, Buyer
shall, and shall cause its directors, officers, employees, representatives,
agents and advisors to return to the LP all Licensed Technology that has or
has been provided by Sellers or their Affiliates, the LP or the LLC or
accessed under Article 17.3(b) and to maintain in confidence and to use or
disclose Licensed Technology only as allowed under the Amended and Restated
Amoco License Agreement and the Amended and Restated Shell License
Agreement from Closing until the tenth anniversary thereof.

(iv) Tf Closing occurs, Sellers have used or shall use reasonable
efforts to cause Third Parties involved in the bidding process, with
respect to the sale of the Interests promptly to return or destroy all
copies of and excerpts containing information relating to the Interests.

(v) With respect to Licensed Technology and information relating to
the Properties, if Closing does not occur, Buyer shall, and shall cause its
directors, officers, employees, representatives, agents and advisors to,
return to Sellers all Licensed Technology, if any, and all copies of and
excerpts contalning information relating to the Properties, that it has or
has been provided by Sellers, the LP or the LLC or accessed under Article
17.3 (b) after the date of this Agreement and to maintain in confidence and
not use or disclose (A) Licensed Technology from the date of this Agreement
until the tenth anniversary thereof and (B) such information relating to
the Properties from the date of this Agreement until the fifth anniversary
thereof. For the purposes of this Section 17.3(c) (v) only, the term
Licensed Technology, shall be construed as if Closing had occurred.
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(vi) This Article 17.3 supersedes the Confidentiality Agreement which
is hereby terminated and of no further force and effect. If Closing does
not occur, Buyer shall, and shall cause its directors, officers, employees
representatives, agents and
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advisors to, return to Sellers all copies of and excerpts containing
information relating to the Properties, that it has or has been provided by
or accessed from Sellers, the LP or the LLC prior to the date of this
Agreement during the bidding process with respect to the sale of the
Interests, and to maintain in confidence and not use or disclose such
information from the date of this Agreement until the third anniversary
thereof.

(vii) The restrictions imposed by this Article 17.3 shall not apply to
any information:

(1) which the restricted Party can show was in the public
knowledge or literature or was publicly available as of the date of
this Agreement;

(2) which, with respect to information first provided by Sellers,
the LP or the LLC or accessed under Article 17.3(b), Buyer can show
was in its possession or in the possession of any of its Affiliates
prior to the date of this Agreement; or

(3) which, with respect to information that has been provided by
or accessed from Sellers, the LP or the LLC prior to the date of this
Agreement, Buyer can show was in its possession or in the possession
of any of its Affiliates prior to the date of the Confidentiality
Agreement,

and shall cease to apply to any information which, subsequent to the date of
this Agreement:

(1) the restricted Party can show has become part of the public
knowledge or literature or becomes publicly available other than
through or as a result of any act or omission in violation of this
Agreement;

(2) the restricted Party can show has been disclosed to the
restricted Party or any of its Affiliates by a Third Party having a
legal right to do so:

(3) which Buyer can show has been independently developed by
employees, officers or agents of Buyer or any of its Affiliates
without access to or reliance on such information; or

(4) which Sellers can show has been independently developed by
employees, officers or agents of Sellers or any of their Affiliates
(other than the LP or the LLC) without access to or reliance on such .
information.

(viii) Notwithstanding the restrictions imposed by this Article 17.3,
any Party or Affiliate of a Party may disclose information pursuant to a
request by a Governmental Authority entitled by Law to require the same or
information the disclosure of which is required under applicable securities
Laws or stock exchange regulations; provided, however, that prior to such
disclosure, if practicable, the disclosing Party shall notify in writing
the Party or the Affiliate of a Party which is the source of such
information (where the identity of such Party or Affiliate can be
determined) that such request has
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been made and provided that the disclosing Party makes reasonable efforts
to secure a protective order or take advantage of other available processes

to restrict further disclosures by the recipient(s).

17.4 Generally Accepted Accounting Principles. Except as otherwise
expressly provided in this Agreement, all accounting matters under this
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} accepted accounting principles, consistently applied ("GAAP").

17.5 Further Assurances. (a) Sellers hereby agree in good faith to provide
information to the Lender as reasonably requested by the Lender. If Buyer
informs Sellers that it is unable to complete arrangements with the Lender and
requests modification of the terms provided in the forms of the Amoco Affiliate
Loan Agreement, Amoco Affiliate Note, Amoco Guaranty, Shell Affiliate Loan
Agreement, Shell Affiliate Note or Shell Guaranty agreed to by Buyer and Sellers
and attached as Exhibits hereto and referenced in the term sheet of the Lender
dated March 7, 2000, Sellers will in good faith but without further
consideration allow modifications prior to Closing to the forms of the Amoco
Affiliate Loan Agreement, Amoco Affiliate Note, Amoco Guaranty, Shell Affiliate
Loan Agreement, Shell Affiliate Note or Shell Guaranty, as the case may be, so
long as such modifications would not materially adversely affect the legal
effect or economic consequences to Sellers and their Affiliates of the
transactions contemplated herein or therein or the financial reporting by
Sellers and their Affiliates of the transactions contemplated herein or therein.

(b) Sellers and Buyer agree to negotiate in good faith prior to Closing the
documents referred to in Article 14.2(f) that terminate, amend or modify the
agreements listed in Part II of Exhibit M consistent with the terms of such Part
II of such Exhibit.

(c} From and after Closing, at the request of any Party but without further
consideration, the Parties will execute and deliver or use reasonable efforts to
cause to be executed and delivered such other instruments of conveyance and take
such other actions as any Party reasonably may request to give effect to the
transactions contemplated by this Agreement.

17.6 Amendments and Severability. No amendments or other modifications to
this Agreement will be effective or binding on either of the Parties unless the
same are in writing, designated as an amendment or modification, and signed by
Sellers and Buyer. The invalidity of any one or more provisions of this
Agreement will not affect the validity of this Agreement as a whole, and in case
of any such invalidity, this Agreement will be construed as if the invalid
provision had not been included herein.

17.7 Successors and Assigns. This Agreement may not be assigned, either in
whole or in part, without the express written consent of the non-assigning
Parties, provided that Buyer shall have the right, without the consent of any
other Party, to assign this Agreement to one or more wholly-owned Affiliates but
no such assignment shall relieve Buyer of any of its liabilities or obligations
under this Agreement. The terms, covenants and conditions contained in this
Agreement are binding upon and inure to the benefit of Sellers and Buyer and
their respective successors and assigns.
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17.8 Headings. The titles and headings set forth in this Agreement have
been included solely for ease of reference and may not be considered in the
interpretation or construction of this Agreement.

17.9 Governing Law. THIS AGREEMENT (INCLUDING ADMINISTRATION OF THE BINDING
ARBITRATION PROVISION SET FORTH IN ARTICLE 16.1) IS GOVERNED BY THE LAWS OF THE
STATE OF TEXAS, EXCLUDING ANY CHOICE OF LAW RULES THAT MAY DIRECT THE
APPLICATION OF THE LAWS OF ANOTHER JURISDICTION.

17.10 No Partnership Created. Except as contemplated in the Operative
Documents, it is not the purpose or intention of this Agreement to create (and
it should not be construed as creating) a joint venture, partnership or any type
of assoclation, and the Parties are not authorized to act as an agent or
principal for each other with respect to any matter related hereto.

17.11 Public Announcements. Neither Sellers nor Buyer (including any of
their agents, employees or Affiliates in either case) may issue a public
statement or press release with respect to the transactions contemplated by this
Agreement (including the price and other terms) without the prior written
consent of the other Parties (which consent may not be unreasonably withheld),
except as required by Law or listing agreement with a national security exchange
and then only after prior consultation with the other Parties.

17.12 No Third Party Beneficiaries. Except as otherwise provided in Article
10.10 with respect tc Shell 0il Company, nothing contained in this Agreement
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and assigns or the express beneficiaries of indemnity provisions to any Claim,
cause of action, remedy or right of any kind whatsoever.

L R S PR N W

17.13 Waiver of Consumer Rights. (a) BUYER REPRESENTS TO SELLERS THAT IT
(1) IS IN THE BUSINESS OF SEEKING OR ACQUIRING, BY PURCHASE OR LEASE, GOODS OR
SERVICES FOR COMMERCIAL OR BUSINESS USE, (ii) HAS (OR IT IS OWNED OR CONTROLLED
BY A CORPORATION OR ENTITY WITH) ASSETS OF $25 MILLION OR MORE ACCORDING TO ITS
MOST RECENT FINANCIAL STATEMENT PREPARED IN ACCORDANCE WITH GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES, AND (iii) THEREFORE, IS A "BUSINESS CONSUMER" AND NOT A
"CONSUMER" AS THOSE TERMS ARE DEFINED AND USED IN THE DECEPTIVE TRADE PRACTICES
~ CONSUMER PROTECTION ACT, SECTION 17.41, ET SEQ., OF THE BUSINESS AND COMMERCE
CODE OF THE STATE OF TEXAS (the "DTPA"). (b) WITHOUT IMPAIRING ITS
REPRESENTATIONS IN (a) ABOVE, IF BUYER HAS RIGHTS UNDER THE DTPA, BUYER HEREBY
WAIVES ITS RIGHTS UNDER THE DECEPTIVE TRADE PRACTICES - CONSUMER PROTECTION ACT,
SECTION 17.41, ET SEQ., OF THE BUSINESS AND COMMERCE CODE OF THE STATE OF TEXAS.
TO EVIDENCE ITS ABILITY TO GRANT SUCH A WAIVER, BUYER REPRESENTS TO SELLERS THAT
IT (i) HAS KNOWLEDGE AND EXPERIENCE IN FINANCIAL AND BUSINESS MATTERS THAT
ENABLE IT TO EVALUATE THE MERITS AND RISKS OF THE TRANSACTION CONTEMPLATED
HEREBY, (ii) IS NOT IN A SIGNIFICANTLY DISPARATE BARGAINING POSITION, AND (iii)
IS REPRESENTED BY LEGAL
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COUNSEL. AFTER CONSULTATION WITH ITS ATTORNEY OF ITS OWN SELECTION, IT
VOLUNTARILY CONSENTS TO THIS WAIVER.

17.14 Not to be Construed Against Drafter. THE PARTIES ACKNOWLEDGE THAT
THEY HAVE HAD AN ADEQUATE OPPORTUNITY TO REVIEW EACH AND EVERY PROVISION
CONTAINED IN THIS AGREEMENT AND TO SUBMIT THE SAME TO LEGAL COUNSEL FOR REVIEW
AND COMMENT. BASED ON THE FOREGOING, THE PARTIES AGREE THAT THE RULE OF
CONSTRUCTION THAT A CONTRACT BE CONSTRUED AGAINST THE DRAFTER, IF ANY, NOT BE
APPLIED IN THE INTERPRETATION AND CONSTRUCTION OF THIS AGREEMENT.

17.15 Exhibits. The inclusion of any matter upon any Exhibit attached
hereto does not constitute an admission or agreement that such matter is
material with respect to the representations and warranties contained herein.

17.16 Execution in Counterparts. This Agreement may be executed in any
number of counterparts, each of which shall be deemed to be an original, all
which when taken together shall constitute one and the same agreement.

17.17 Entire Agreement. This Agreement and the Exhibits attached hereto
which are incorporated herein by reference supersede all prior and
contemporaneous negotiations, understandings, letters of intent and agreements
(whether oral or written) between the Parties with respect to the subject matter
hereof and constitute the entire understanding and agreement between the Parties
with respect thereto.

ARTICLE 18. SECOND CLOSING

18.1 Sale and Purchase. On the Second Closing Date, Amoco LLC Seller agrees
to sell and assign the Amoco Second Sold LLC Interest to Buyer, and Buyer agrees
to buy and accept the Amoco Second Sold LLC Interest from Amoco LLC Seller.

18.2 Purchase Price. The Second Closing Amount is payable in full at the
Second Closing in immediately available funds.

18.3 Conditions Precedent to Buyer's Obligation to Close. Buyer will
consummate the purchase of the Amoco Second Sold LLC Interest as contemplated by
this Agreement on the Second Closing Date, provided the following representation
is true and the conditions precedent in Article 18.4 have been satisfied or have
been waived by Buyer:

(a) Amoco LLC Seller owns of record and beneficially the Amoco Second Sold
LLC Interest, free and clear of any Taxes, security interests, equities, Third
Party Claims, and demands and any restrictions on transfer, options, warrants,
purchase rights, conversion rights, exchange rights, or other contracts or
commitments that could require Amoco LLC Seller to sell, transfer, or otherwise
dispose of its LLC Interest, other than this Agreement, the LLC Agreement, the
other Operative Documents and federal or state securities Laws. There are no
voting trusts, proxies, or other agreements or understandings with respect to
the voting of the LLC Interests, other than the LLC Agreement.

http://contracts.corporate.findlaw.com/agreements/occidentalpetrol/amoco.purch.2000.03.07.html

.. Page 54 of 57

6/21/02



FindLaw - Purchase and Sale Agreewt - Amoco D.T. Co., Amoco X.T. Co, Amoco‘. Co, SWEPI LP, Shel.. Page 55 of 57

PP Y S SR R SOOIy ~

<PAGE>

18.4 Conditions Precedent to Obligation of Each Party to Close. The Parties
will consummate the sale and purchase of the Amoco Second Sold LLC Interest as
contemplated in this Agreement on the Second Closing Date, provided the
following conditions precedent have been satisfied or have been waived by the
applicable Party:

(a) Closing shall have occurred;

(b) if applicable, consummation of the transactions contemplated under the
terms of this Agreement to occur at the Second Closing is not prevented from
occurring by (and the required waiting period, if any, has expired under) the
HSR Act and the rules and reqgulations of the Federal Trade Commission and the
Department of Justice;

(c) receipt from any state and federal Governmental Authority having
appropriate jurisdiction consenting to and approving the consummation of, and
providing any authorization required in connection with, the transaction
contemplated under the terms of this Agreement to occur at the Second Closing
(except for those governmental consents and approvals customarily obtained
subsequent to the consummation of transactions of this type);

(d) there shall be no legal action or proceeding instituted by a
Governmental Authority having appropriate jurisdiction seeking to restrain,
enjoin or otherwise prohibit the consummation of the transactions contemplated
under the terms of this Agreement to occur at the Second Closing;

(e) there shall be no order {(including temporary restraining order) of any
Governmental Authority restraining, enjoining or otherwise prohibiting the
consummation of the transaction contemplated under the terms of this Agreement
to occur at the Second Closing; and

(f) there shall not have occurred a Redemption or a Liquidation (as defined
in the Restated LLC Agreement).

18.5 Closing. The Second Closing shall take place at 10:00 a.m., Houston
time, at the Houston office of Baker Botts L.L.P., 910 Louisiana, Houston,
Texas, 77002, on the Second Closing Date. Amoco LLC Seller will provide Buyer
with wiring instructions designating the account or accounts to which the Second
Closing Amount is to be delivered.

18.6 Obligations of Sellers at Closing. At the Second Closing, Amoco LLC
Seller will deliver to Buyer, unless waived by Buyer, the following:

(a) a document executed by an authorized officer or an Attorney-in-Fact of
Amoco LLC Seller assigning the Amoco Second Sold LLC Interest in substantially
the form of the Assignment of Limited Liability Company Interest. This document
will be executed and acknowledged in five (5) multiple originals or such greater
number as agreed between Buyer and Amoco LLC Seller.
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18.7 Obligations of Buyer at Closing. At the Second Closing, Buyer will
deliver to Amoco LLC Seller, unless waived by Sellers, the following:

(a) the Second Closing Amount by wire transfer; and

(b) the Assignment of Limited Liability Company Interest executed by an
authorized officer or an Attorney-in-Fact of Buyer referred to in Article
18.6(a).

18.8 Remedies. Each of Amoco LLC Seller and Buyer acknowledges and agrees
that it would be irreparably damaged in the event that any of the provisions of
this Article 18 are not performed by the other Party hereto in accordance with
its specific terms or are otherwise breached, and that money damages alone would
not be easily calculable and would not be a sufficient remedy for any breach of
this Article 18. Accordingly, each of Amoco LLC Seller and Buyer shall be
entitled, without the requirement of posting a bond or other security, to
equitable relief, including, without limitation, injunctive relief and specific
performance, in the event of any breach of the provisions of this Article 18 by

the other Party hereto, in addition to all other remedies available at law or in
equity.
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IN WITNESS WHEREOF, the Parties have executed this Agreement on the day and
year first set forth above.
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SELLERS:
AMOCO D.T. COMPANY

ATTEST:
By: /s/ I.C. CONN

““““““““““““““ Name: I. C. Conn
M. S. Haskins Title: President
Assistant Secretary

AMOCO X.T. COMPANY

ATTEST:
By: /s/ D. B. PINKERT
/s/ D. A. PLUMB e e
e bt b Name: D. B. Pinkert
D. A. Plumb Title: President
Secretary

AMOCO Y.T. COMPANY

ATTEST:

By: /s/ D. B. PINKERT
/s/ D. A. PLUMB = e -
———————————————————————— Name: D. B. Pinkert
D. A. Plumb Title: President
Secretary
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SWEPI LP (formerly known as Shell
Western E&P, Inc.)

By: Shell Energy Holding GP LLC,
its General Partner

By: /s/ DOUGLAS W. STREBEL

Name: Douglas W. Strebel
Title: Attorney-in-Fact

SHELL LAND & ENERGY COMPANY

By: /s/ DOUGLAS W. STREBEL ’

Name: Douglas W. Strebel
Title: Attorney-in-Fact

SHELL ONSHORE VENTURES, INC.
By: /s/ DOUGLAS W. STREBEL

Name: Douglas W. Strebel
Title: Attorney-in-Fact

SHELL K2, INC.
By: /s/ DOUGLAS W. STREBEL

Name: Douglas W. Strebel
Title: Attorney-in-Fact

SHELL EVEREST, INC.
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Name: Douglas W. Strebel
Title: Attorney-in-Fact
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BUYER: OCCIDENTAL PETROLEUM CORPORATION

By: /s/ STEPHEN CHAZEN

Name: Stephen Chazen
Title: Executive Vice President and
Chief Financial Officer
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LAW OFFICES
HEIDEL, SAMBERSON, NEWELL, COX & McMAHON
C. GENE SAMBERSON 311 NORTH FIRST STREET F.L. HEIDEL
MICHAEL T. NEWELL POST OFFICE DRAWER 1599 (1913-1985)
LEWIS C. COX, Il LOVINGTON, NM 88260
PATRICK B. MCMAHON TELEPHONE (505) 396-5303

FAX (305) 3965305 R =~ C E IV E D

May 28, 2002 .
SUN 06 2002
i ENVIRONMENTAL BUREAU
Ry OIL CONSERVATION DIVISION
NMOCD
P.O. Box 6429

Santa Fe, NM 87504-6429

Re: 1831 Mobile Road, Hobbs

Dear Mr. Olson,
I have been in contact with Mr. Gary Johnson, owner of 1831 Mobile Road. Mr. Johnson
| informs me that you are making arrangements to conduct a sampling event at this Mobile Road
property. Please advise me of your sampling date so that I may arrange to split sample on behalf
of Mr. Johnson.

I look forward to discussing this matter with you.

Sincerely,

HEIDEL/SAMBERSON, NEWELL, GOX & MCMAHON
7k M‘M
By:

Patrick B. McMahon

PBM:dr
cc: Gary Johnson
Chris Williams, Hobbs OCD




NEW MEXICO ENERGY, MI@ERALS and
NATURAL RESOURCES DEPARTMENT

GARY E. JOHNSON Lori Wrotenbery
Governor . . Director
Betty Rivera Oil Conservation Division

Cabinet Secretary

February 11, 2002

Mr. Patrick McMahon . .
Heidel, Samberson, Newell, Cox & McMahon
311 North First St.

Lovington, New Mexico 88260

RE: PUBLIC RECORDS REQUEST
CASE #1R0167
GARY JOHNSON RESIDENCE
HOBBS, NEW MEXICO

Dear Mr. McMahon:

The New Mexico Oil Conservation Division (OCD) has received your February 8, 2002 request to
inspect the public records related to 1831 Mobile Road. The OCD records on this site are filed under
Case # 1R0167. The records are publicly available and open for inspection at your convenience.
Please make an appointment to review these records such that the OCD can ensure that a staff
member is available to find the record for you.

If you have any questions, please contact me at (505) 476-3491.

William C. Olson
Hydrologist
Environmental Bureau

xc:  Chris Williams, OCD Hobbs District Supervisor
Gary Johnson

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us
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LAW OFFICES
HEIDEL, SAMBERSON, NEWELL, COX & MCMAHON
C. GENE SAMBERSON 311 NORTH FIRST STREET F.L. HEIDEL
MICHAEL T. NEWELL POST OFFICE DRAWER 1599 (1913-1985)
LEWIS C. COX, 1lI LOVINGTON, NEW MEXICO 88260

PATRICK B. MCMAHON TELEPHONE (505) 396-5303
FAX (5605) 396-5305

[ELECOPY TRANSMITTAL SHEET

CONFIDUNTIALITY NOTR
THEINFORMATION CONTAINED IN THIS FACSIMILE MHSSAGE [SLEGALLY PRIVILEGED AND CONMIDTINTIAL INPFORMATION INTENDIU ONLY FOR
THE USE OF THH ININVIDUAL OR ENTITY NAMED BLOW. [P THI READER OF TH1S MIISSAGE IS NOT THR INTENDED RECIPIENT, YOU ARY HEREBY
NOTIFIED THAT ANY DISSEMINATION, DISTRINUTION, OR COPY O THI§ TELBCOPY IS STRICTLY PROKIBIIHD. [P YOU HAVH RECEIVED Tills
THLECOFY IN ERROR, PLEASE IMMEDIATELY NOTIFY 1) BY TELEPHONE AND RETURN THE ORICINAL MESSAGE TO 1S AT THR ADDRLSS SET
PORTH ARBOV}E VIA THE UNITED STATRS POSTAL SERVICR,
GGG N 2 S 2 e 0 0 2 MK S 0 e 6 S e o o e ol e 2020 e 3 S o A 0 A A i 0 3 0 o0 2 20 R 0 e e 0000 o o o0 o ok o e e e o

DATE: TIME:

TO: # 505 ~ 470 -S442
#
#

YOU SHOULD RECEIVE 2 PAGE(S) OF COPY, INCLUDING THIS COVER PAGE. PLEASE NOTIFY US
IMMEDIATELY AT (505) 396-5303 1 NOT RECEIVED PROPERLY.

( ) FOR YOUR INFORMATION/RECORDS  ( ) PER YOUR REQUEST
( ) AS WAS DISCUSSED ( ) FOR YOUR COMMENTS
(XY} FOR YOUR REVIEW ( ) PLEASE CALL ME AROUT THIS

If you have any questions, please do not hesitate to call.

IF CHECKED ORIGINAL WILL BE FORWARDED TO YOU BY:
() FEDLRAL EXPRESS () REGULAR MAIL

THANK YOU,
HEIDEL, SAMBERSON, NEWELL, COX & MCMAHON

o Tuiro. Raynotds
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LAW OFFICES
HEIDEL, SAMBERSON, NEWELL, COX & McMAHON
C. GENE SAMBERSON 311 NORTH FIRST STREET Y.L. HRTNEL
MICHAEL T. NEWELL POST OFFICE DRAWER 1599 (1913-1985)
LEWIS C. Ccox, 11 LOVINGTON, NM 88260
PATRICK B, McMAHON TELEPHONE (505) 396-5303
FAX (505) 396-530$
February 8, 2002

New Mexico Oil Conservation Division

Attn: Roger Anderson, Custodian of Records, Environment Department
1220 South Saint Francis Drive
Santa Fe, NM 87505

Re:  Inspection of Public Records Request; 1831 Mobile Road (a/k/a Vickie Lane),
Hobbs, New Mexico.

Dear Mr. Romero,

It is my understanding that you are the Custodian of Records for the NMOCD,
Environmental Department. Please accept this correspondence as my request to inspect any and

all public records of the NMOCD regarding 1831 Mobile Road (a/k/a Vickie Lane), Hobbs, New
Mexico.

I look forward to hearing from you on this matter.
Sincerely,

HEIDEL, ERSON, NEWELL, CoX & MCMAHON

4 {
By: ﬁ K M %
Patrick B. McMahon

PBM:dr
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LAW OFFICLS
HEIDEL, SAMBERSON, NEWELL, COX & McMAHON
C. GENF SAMBERSON 311 NORTH FIRST STRRRT E.L. [ICIDFEY.
MICHAFIL. T. NEWEL], POST OFFICE DRAWER 1599 (1913-1985)
LEWIS €. COX, Il LOVINGTON, NM 88260
PATRICK B. McMAHON TELEPHONF (505) 396-5303
FAX (05) 396-5308
February 8, 2002

New Mexico Qil Conservation Division

Attn: Lawrence Romero, Custodian of Records
1220 South Saint Francis Drive

Santa Fe, NM 87505

Re:  Inspection of Public Records Request; 1831 Mobile Road (a/k/a Vickie Lanc),
Hobbs, New Mexico.

Dear Mr, Romero,

As per our telephone conversation, it is my understanding that you are the Custodian of
Records for the NMOCD, Please accept this correspondence as my request to inspect any and all
public records of the NMOCD regarding 1831 Mobile Road (a/k/a Vickie Lane), Hobbs, New
Mexico.

1 look forward to hearing from you on this matter.

Sincerely,

Hman NEWELL, Cox & McMAHON

Patrick B. McMah

PBM.dr
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ROBERT E. SABIN
ATTORNEYS AT LAW STEVEN L. BELL

ROD M. SCHUMACHER
JOHN S. NELSON
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October 19, 2001

Via Facsimile Only - No Original Will Follow

William C. Olson, Hydrologist
Fnvironmental Bureau, State of New Mexico

Energy, Minerals & Natural Resources Department R E C E E VE D

Oi1l Conservation Division
2040 S. Pacheco Nov 0 6 2001
Santa Fe, New Mexico 87505 ENVIRONMENTAL BUREAU
OIL CONSERVATION DIVISION
Re:  Gary Johnson Residence
Hobbs, New Mexico
Case #IR0167

Dear Mr. Olson:

Your letter of September 27, 2001, originally addressed to Ms. Pat Hunter at Oxy
USA, Inc. in Midland, has been referred to this office for response. We appreciate this
opportunity to correspond with you in connection with the Johnson site.

As an initial matter, I should point out that Oxy USA Inc. is not the current operator
of the North Hobbs Unit. Instead, Altura Energy Ltd., now known as Occidental Permian
Ltd. (""OPL™), has operated the Unit since 1997. Your file should reflect that this office first
corresponded with you on behalf of OPL in connection with this claim on April 26, 2000,
in response to correspondence you had directed to Mr. Steven Bishop at Altura Energy Ltd.
OPL never operated either the pits that appear to be the source of any petroleum
hydrocarbons found at the Johnson site, or the tank battery nearby. Although we believe that
OPL thus has no responsibility to address this site under OCD’s environmental regulations,
we have gathered the following information requested in your letter.




William €. Olson

RE:  Gary Johnson Residence
October 19, 2001
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OPL personnel have examined the Johnson site in the relatively recent past, and we
are pleased to report that for the most part, native grass is growing well there and in the
surrounding areas. This observation certainly suggests that the alleged contamination is
currently having no impact on top soil. Further, we have reviewed the laboratory analytical
results of the water sample testing conducted under the auspices of the OCD, based on water
samples taken from Mr. Johnson's water well at 1831 Mobil Street in Hobbs in February
2000. As indicated by your letter of March 27, 2000, to Mr. Johnson, the analysis did not
reflect ". . . any oil or gas related oi! contaminants in [thel well water," Thus, we are not
aware at this time of any evidence that would indicate that the alleged presence of any
hydrocarbons on this site would warrant further investigation, or pose a threat to
groundwater.

To the extent the OCD continues to exercise jurisdiction over alleged contamination
at this site, then it seems clear to OPL that the Samedan Oil Corporation ("Samedan") is the
proper party to perform any required investigation, and to respond to Mr. Johnson's claims.
Samedan has acknowledged in its letter to you of February 23, 2001, that prior to the
creation of the North Hobbs Unit, Samedan did in fact operate the Moon "A" lease in Section
28. Township 18 South, Range 38 East, Lea County, for many years. Samedan further
acknowledges that "several wells and a tank battery" were located upon this property. There
were also pits associated with this installation, but it appears that Samedan closed those pits
prior to formation of the Unit.

It appears that the Shell Oil Company ("Shell") then operated the tank battery on the
Moon “A” lease for approximately one year, but Samedan had already closed the pits by that
time. Accordingly, ifany alleged contamination occurred as a result of deposits into the pits,
such contamination would be solely the responsibility of Samedan. Alleged contamination
occurring from use of the tank battery would also be largely, if not entirely, the responsibility
of Samedan, though there may have been some brief involvement of Shell. In any event,
OPL did not operate the pits or the tank battery, and the agreements governing the formation
and operation of the North Hobbs Unit do not impose liability on OPL as the Unit Operator
for any alleged contamination that occurred prior to formation of the Unit. OPL does not
currently have any operations within 200 yards of the site identified by Mr. Johnson;
moreover, there is no indication that any OPL unit operations have had any impact at this
site. It is our understanding that Shell actually dismantled the subject tank battery, and it is
our further understanding that there were no pits or spills or any other environmental impact
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during the brief time that Shell operated the battery. In any case, the tank battery was never
operated by Altura/OPL. Accordingly, OPL continues to believe that Samedan is the
appropriate party to address any OCD investigation of Mr. Johnson's claim.

Please advise if we may furnish additional information. Thank you for allowing us
to respond.

ATWOOD, MALONE, TURNER & SABIN

By
Rod M. Schumacher, Esq.
RMS:blf




Olson, William

From: Anderson, Roger

Sent: Friday, October 12, 2001 9:32 AM
To: Olson, Wiliiam

Cc: Ross, Stephen; Brooks, David K
Subject: Gary Johnson contamination

I verbally gave Oxy's Roswell attorney (sorry, | forgot his name) an extension to respond to our letter to the middle of
next week.

Roger C. Anderson
Environmental Bureau Chief
Oil Conservation Division
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A Professional Association
P. O. Drawer 700
Roswcll, New Mexico 88202-0700
Office No. (505) 622-6221
Facsimile No. (505) 624-2883

TELECOPY COVER LETTER

CONFIDENTIAL AND PRIVILEGED COMMUNICATION

The information contained in this facsimile message is privileged and confidential and is intended only for the
use of the addressee. If the reader ol this message Is not the addressee, or the person responsible for delivery
to the addressee, you arc hereby notified that any dissemination, distribution or copying of the message is strictly
prohibited. f'you have reccived (his message in crrov, please immediately notify us by telephone and return the
original message to us at the above address via the U. S, Postal Scrvice. Thunk Youw

Date:___October 11 , 2001 Time Started:

CLIENT/MATTER NUMBER: Case #IR0167; Gary Johnson Residence, Hobbs, NM

TO: WI M C. OLSON, Hydrologist, Environm Bureau ,
Facsimile #4505 476-3462 __No. of Pages: __2 _ (including this Cover Sheet)

Please call Blanche Fierro at (505) 622-6221 if you do not receive total number of pages.
Confirmation Requested: Yes_X No___ Hardcopy to Follow: Yes __No_X
FROM: Rod M. Schumacher

ADDITIONAL MESSAGE:

Letter to Mr. Olson, dated Oclober 11, 2001

#1702
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October 11, 2001

Via Facsimile Qnly - No Original Will Follow

William C. Olson, Hydrologist

Enviroumental Bureau, State of New Mcxico
Energy, Mincrals & Natural Resources Department
01l Conservation Division

2040 §. Pacheco

Santa Fe, New Mecxico 87505

Re:  Gary Johnson Residence
Hobbs, New Mexico
Case #IR0167

Dear Mr. Olson:

Your letter of September 27, addressed to Ms. Pat Hunter at Oxy USA, Inc. has been
referred to this office for response. We are aware of the October 12 deadline sct forth in
your letter, and we will make every cffort to have the response in your hands tomorrow. We
did want you to know in the meantime that our work is undecrway.

Sincerely,

ATWOOD, MALONE, TURNER & SABIN

By ﬁﬁéﬂ_egé‘ﬂagé_q
Rod M. Schumacher, 1isq.

RMS:blf
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NEW MBXICO ENERGY, MI®ERALS and
NATURAL RESOURCES DEPARTMENT

GARY E. JOHNSON Lori Wrotenbery

Governor - Director
Jennifer A. Salisbury Oil Conservation Division
Cabinet Secretary

September 27, 2001
CERTIFIED MAIL
RETURN RECEIPT NO. 5357-7966

Ms. Pat Hunter

Oxy USA Inc.

6 Desta Dr., Suite 6000

Midland, Texas 79705-5505

RE: CASE #1R0167
GARY JOHNSON RESIDENCE
HOBBS, NEW MEXICO

Dear Ms. Hunter:

The New Mexico Oil Conservation Division (OCD) is investigating a complaint from Mr. Gary Johnson
regarding oil-related contamination on his property at 1831 Mobile Street in Hobbs, New Mexico. This
property, in the NE/4 of Section 28, Township 18 South, Range 38 East, was apparently the location of the
former Moon “A” tank battery which was previously operated by Samedan Qil Corporation (Samedan) and
subsequently by Shell Oil Company (Shell). An OCD inspection of the site showed what appear to be tank
bottoms on the surface of the land around the residence owned by Mr. Johnson.

Samedan and Shell, in their correspondence with the OCD (attached), maintain that Oxy USA Inc. (Oxy) is
the current operator of the lease and is responsible for any investigation and remediation activities at the

_ site. Inorder to resolve this issue, please inform us in writing whether Oxy is the party responsible for the
Moon “A” tank battery site, and forward any information relevant to this issue for our review. Please
submit this information to the OCD Santa Fe Office by October 12, 2001 with a copy provided to the OCD
Hobbs District Office. If you have any questions, please contact me at (505) 476-3491.

Sincerely,

William C. Olson
Hydrologist
Environmental Bureau

XcC: Chris Williams, OCD Hobbs District Supervisor
Gary Johnson
Wayne Hamilton, Shell E&P Company
Thomas D. Dopler, Samedan Oil Corporation

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us

]



{ JN 182000 Shell Oil Company

P.O. Box 2463

One Shell Plaza

48th Floor

Houston TX 77262-2463

Legal Services

910 Louisiana
One Shell Plaza
48th Floor
Houston TX 77002

Direct Number: (713) 241-1467
Direct FAX: (713) 241-1170

VIA FACSIMILE AND
FIRST CLASS MAIL

Mr. William C. Olson

New Mexico Oil Conservation Division
2412 South St. Francis Drive

Santa Fe, New Mexico 87505

Re:  Gary Johnson Residence Information Request,
Hobbs, New Mexico

Dear Mr. Olson:

Your April 11, 2001 correspondence to Wayne Hamilton has been forwarded to me for
response.

Your letter requests Shell to submit a plan to investigate the extent of contamination
located on the surface of an oil and gas lease in Section 28, T-18-S, R-38-E, NMPM in Hobbs.
Previously, on November 2, 2000, in response to your September 6, 2000 correspondence
requesting information on the lease, we advised that Shell had sold its interest in the lease to
Occidental Permian Ltd. and forwarded certain information we obtained from that operator to the
Division’s Santa Fe and Hobbs offices.

While we understand that neither your November 2, 2000 nor April 11, 2001 letters
constitute a determination that Shell is a responsible person, it is the Division’s established
practice and procedure to require such information and investigation plans from the current lease
or unit operator. Correspondingly, the requests to Shell in this regard are misdirected. As
Occidental Permian Ltd. is the current lease and unit operator, it assumed responsibility for such
matters and the requests should accordingly be directed to it.

In an attempt to facilitate a response, Shell will forward a copy of your April 11, 2001
letter and this response directly to Occidental Permian Ltd.

Sincgrely,

Kathleen A. Phillips
Senior Counsel
Shell Oil Company




CC:

M.P. Starrett

OXY USA Inc.

P.O. Box 4294

Houston, Texas 77210-4294

J. Scott Hall

Miller, Stratvert, & Torgerson
PO Box 1986

Santa Fe, New Mexico 87504

Marte D. Lightstone

Miller Stratvert & Torgerson

500 Marquette N.W. Ste. 1100
Albuquerque, New Mexico 87102-0687



NEW EX1CO ENERGY, MNERALS and
NATURAL RESOURCES DEPARTMENT

GARY E. JOHNSON _ Lori Wrotenbery

Governor Director
Jennifer A. Salisbury Oil Conservation Division
Cabinet Secretary

May 14, 2001

Mr. Wayne A. Hamilton
Shell E&P Company

Rm. 4304 Woodcreek

200 N. Dairy Ashford
Houston, Texas 77079

RE: CASE #1R0167
GARY JOHNSON RESIDENCE
HOBBS, NEW MEXICO

Dear Mr. Hamilton:

The New Mexico Oil Conservation Division (OCD) has reviewed Shell E&P Company’s (Shell)
May 3, 2001 correspondence titled “CASE #1R0167, GARY JOHNSON RESIDENCE, HOBBS,
NEW MEXICO”. This document requests an extension of the deadline for submission of a plan to
investigate oil-related contamination at Mr. Gary Johnson’s property at 1831 Mobile Street in
Hobbs, New Mexico. This property in Section 28, Township 18 South, Range 38 East was also the
location of the former Moon “A” tank battery which was previously closed and dismantled by Shell.

The above-referenced request to extend the deadline from May 11, 2001 to June 11, 2001 is
approved. If you have any questions, please contact me at (505) 476-3491.

Sincerely,

SR /e

i William C. Olson
| Hydrologist
Environmental Bureau

Xc: Chris Williams, OCD Hobbs District Supervisor
Gary Johnson

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http:/www.emnrd.state.nm.us




Shell E&P Company

A Division of Shell Exploration & Production Company

BT
A - Woodcreek

) ' . k 200 N Dairy Ashford
f henoo

oW 7200 . Houston, TX 77079

S cha——

FAX Transmission: (505) 476-3471 Q0! e e P.O. Box 576

Houston, TX 77001

May 3, 2001

Mr. William C. Olson

New Mexico Qil Conservation Division
1220 St. Francis Drive

Santa Fe, NM 87504

SUBJECT:  CASE #1R0167
GARY JOHNSON RESIDENCE
HOBBS, NEW MEXICO
Dear Mr. Olson:
This letter is in response to the New Mexico Oil Conservation Division’s (OCD) letter of April
11, 2001 concerning submittal of a plan to investigate possible contamination at 1831 Mobile

Street in Hobbs, NM.

Shell requests an extension to June 11, 2001 to obtain and review records and interpret available
information.

Please acknowledge in writing your acceptance of the extension.

If you have any questions, please call me at (281) 544-2322, Fax (281) 544-2238 or electronic
mail: wahamilton@shellus.com.

Sincerely, %

Waype A. Hamilton
Legacy Properties Manager

cc: Chris Williams, NMOCD District 1 Supervisor, 2 copies
Cliff Brunson, BBC International



NEW MEXICO ENERGY, MI®ERALS and
NATURAL RESOURCES DEPARTMENT

GARY E. JOHNSON Lori Wrotenbery

Governor » Director
Jennifer A. Salisbury Oil Conservation Division
Cabinet Secretary \

April 11, 2001
CERTIFIED MAIL
RETURN RECEIPT NO. 5051-4287

Mr. Wayne A. Hamilton
Shell E&P Company

Rm. 4304 Woodcreek

200 N. Dairy Ashford
Houston, Texas 77079

RE: CASE #1R0167 |
GARY JOHNSON RESIDENCE |
HOBBS, NEW MEXICO

Dear Mr. Hamilton:

The New Mexico Oil Conservation Division (OCD) has completed a review of a number of
documents submitted by Altura Energy, Ltd, Shell E&P Company (Shell) and Samedan Qil
Corporation (Samedan) regarding oil-related contamination at Mr. Gary Johnson’s property at 1831
Mobile Street in Hobbs, New Mexico. This property in Section 28, Township 18 South, Range 38
East was apparently the location of the former Moon “A” tank battery which was previously
operated by Samedan and Shell.

A review of the available information shows that Shell appears to be the most recent operator of the
tank battery and also was the operator that closed and dismantled the tank battery. Therefore, the
OCD requires that Shell submit a plan to investigate the extent of contamination related to this site.
Please submit the plan to the OCD Santa Fe Office by May 11, 2001 with a copy provided to the
OCD Hobbs District Office.

If you have any questions, please contact me at (505) 476-3491.

Sincerely, Py

<7 LA
A
William C. Olson

Hydrologist
Environmental Bureau

=27

xc:  Chris Williams, OCD Hobbs District Supervisor
Gary Johnson '

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us




SAMEDAN OIL CORPORATION
ONSHORE DiVISION
12600 Northborough, Suite 250
Houston, Texas 77067-3299
(281) 876-6150 Land Fax (281) 874-6753

February 23, 2001

Mr. William C. Olson

Hydrologist

Environmental Bureau

New Mexico Energy, Minerals and
Natural Resources Department
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

RE: Case #1R0167
Gary Johnson Residence
Hobbs, New Mexico

Dear Sir:

Thank you for your letter dated February 5, 2001, which advised Samedan
Oil Corporation ("Samedan”) that the New Mexico Oil Conservation Division
(“OCD”) is looking into a complaint from Mr. Gary Johnson regarding oil-related
contamination (fank bottoms) on his property at 1831 Mobile Street in Hobbs,
New Mexico. Your letter stated this property is in Section 28, T18S-R38E, Lea
County, New Mexico and was the location of the former Moon “A” tank battery
which was previously operated by Samedan. You have also advised that OCD is
requiring that Samedan submit a plan to investigate the extent of contamination
related to Samedan’s tank battery.

Samedan has reviewed this matter internally and has determined that the
proper party to contact for an investigation of the contamination matter is OXY
Occidental Permian (“OXY”), 5800 Westlake Park Blvd., Houston, Texas 77079,
Attention: Mr. William C. Irons. Section 28 is located within the active and
currently producing North Hobbs (Grayburg-San Andres) Unit (“Unit”). Prior to
creation of the Unit, effective February 1, 1980, Samedan did operate the Moon
‘A’ Lease where on were located several wells and a tank battery. Upon
formation of the Unit, Samedan pursuant to the Unit Agreement and Unit
Operating Agreement relinquished all duties and obligations to the Operator -




\

February 23, 2001 ‘ .

New Mexico Energy, Minerals &
Natural Resources Department

Page 2

Shell Oil Corporation (“Shell”). At the time the Unit was created, the tank battery
and lease wells were intact, fully operational and in a producing status, and
became a part of the operations for which the Unit Operator assumed
responsibilities. A year or so after Shell became Operator of the Unit, it removed
the tank battery as gathering facilities and flow lines were consolidated. Altura
Energy, Ltd. became Operator after it was created in a spin-off by Shell/Amoco
and the current Operator is Oxy. Samedan no longer owns an interest in the
Unit. Mr. Dixon Lowther, a thirty-five year Samedan employee, was Samedan’s
Field Fareman in Hobbs from 1975 to 1992 and he will testify to the foregoing, if
necessary.

A copy of this letter is being provided to Mr. Irons at Oxy Occidental Permian to
facilitate the further handling of this matter. Should you or Mr. Irons have any
questions or any information contrary to the findings of our investigation, please
feel free to call me at (281) 876-6134.

Yours very truly,

\ —\ r
P T
' \\J\/\Nb\\'& LW,

Thomas D. Dopler, Jr.
Landman

TDD/tem

cc:  Arnold Johnson - Noble Affiliates Legal

Mr. William C. Irons - Oxy Occidental Permian




NEW M‘&ICO ENERGY, MIN%RALS and
NATURAL RESOURCES DEPARTMENT

GARY E. JOHNSON Lori Wrotenbery
Governor Director
Jennifer A. Salisbury ' Oil Conservation Division
Cabinet Secretary

February 5,. 2001
CERTIFIED MAIL
~ RETURN RECEIPT NO. 5051-4041

President

Samedan Oil Corporation

12600 North Borough Dr., Suite 250
Houston, Texas 77067

RE: CASE #1R0167
GARY JOHNSON RESIDENCE
HOBBS, NEW MEXICO

Dear Sir:

The New Mexico Oil Conservation Division (OCD) is looking into a complaint from Mr. Gary
Johnson regarding oil-related contamination on his property at 1831 Mobile Street in Hobbs, New
Mexico. This property in Section 28, Township 18 South, Range 38 East was apparently the
location of the former Moon “A” tank battery which was previously operated by Samedan Oil
Corporation (Samedan). A subsequent inspection of the site showed what appears to be tank
bottoms on the surface of the land around the residence owned by Mr. Johnson.

The OCD requires that Samedan submit a plan to investigate the extent of contamination related to
Samedan’s former battery. The plan shall include all available information regarding the locations
and type of all tanks, sumps, pits, pipelines and spills related to the operation of this tank battery
site and Mr. Johnson’s property as well as any information related to closure of the battery. Please
submit the plan to the OCD Santa Fe Office by March 5, 2001 with a copy provided to the OCD
Hobbs District Office.

If you have any questions, please contact me at (505) 827-7154.

Smcerely, w

Wllham C. Olson
Hydrologist
Environmental Bureau

xc:  Chris Williams, OCD Hobbs District Supervisor
Gary Johnson '

Oil Conservation Divisibn * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * htip://www.emnrd.state.nm.us




Shell E&P Company
A Division of Shell Exploration & Production Company

Woodcreek
200 N Dairy Ashford
Houston, TX 77079

P.O. Box 576

Electronic Mail Memorandum Houston, TX 77001

Transferred via Internet

November 2, 2000

RECEIVED

Mr. William C. Olson

New Mexico Qil Conservation Division NOV 0 2 2000
2040 S. Pacheco
Santa Fe, New Mexico 87505 ENVIRONMENTAL BUREAU

Ol CONSERVATICON DIVISION

SUBJECT: GARY JOHNSON RESIDENCE
INFORMATION REQUEST
HOBBS, NEW MEXICO

Dear Mr. Olson:

This is in response to your September 6, 2000 letter requesting information from Shell
E&P Company about the Gary Johnson residence on 1831 Mobile Street, Hobbs, New
Mexico.

Shell does not have any information in its files concerning the Johnson residence. The
unit has been sold to Occidental Permian Ltd. Furthermore, the lessee of record is
Samedan Oil Company.

However, Shell acquired the following information from Occidental Permian to help you
assess the location:

e Attachment 1: Exhibit A, North Hobbs (Grayburg-San Andres) Unit, Lea County
shows the Samedan lease in the Northeast ¥4 section of section 28.

o Attachment 2: Shell Western E. & P. Inc., North Hobbs Unit, Section 28, Township
18 south, Range 38 east, Lea County, New Mexico map depicting the Moon lease.

o Attachment 3 & 4: Exhibit B, Attached to Unit Agreement, North Hobbs
(Grayburg-San Andres) unit, Lea County, New Mexico, pages 26 and 27 indicate the
lessee of record is Samedan Oil Corporation.

e Attachments 5, 6 & 7: Samedan Moon A & B, 3/4/80, tank battery “hand” drawn
maps.




If you have any questions, please call me at (281) 544-2322 or electronic mail:
wahamilton@shellus.com.

Sincerely,

Wayne A. Hamilton
Retained Properties Manager

cc: Chris Williams, NMOCD District
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Olson, William

From: Olson, William
Sent: Tuesday, September 26, 2000 9:44 AM
To: 'Hamilton, Wayne WA SEPCO'

Subject: RE: Gary Johnson Residence, Hobbs, NM; OCD Information Request

The below-referenced extension request is approved. Shell shall submit the requested
information related to the Gary Johnson contamination site to the OCD by November 6, 2000.

From: Hamilton, Wayne WA SEPCO [SMTP:WH195042@MSXSEPC.SHELL.COM]
Sent: Tuesday, September 26, 2000 8:43 AM

To: Olson, William

Cc: Phillips, Kathleen KA SHLOIL

Subject: Gary Johnson Residence, Hobbs, NM; OCD Information Request

Per our phone discussion on September 26, 2000, and your September 6, 2000
letter concerning the Johnson residence, | request a 30-day extension to
reply for information.

The additional time is necessary to search the files, fease information and
contracts to comply with your request.

| would appreciate a confirming e-mail that this 30-day extension is
granted.

Wayne A. Hamilton
Manager Retained Properties

Shell E&P Company
200 North Dairy Ashford
WCK Room 4154
Houston, TX 77079

Voice: 281-544-2322
FAX: 281-544-2238

E-Mail: wahamilton@shellus.com




NEW ®EX1CO ENERGY, MNERALS and
NATURAL RESOURCES DEPARTMENT

GARY E. JOHNSON Lori Wrotenbery
Governor . Director
Jennifer A. Salisbury ' - Oil Conservation Division

Cabinet Secretary

September 6, 2000
CERTIFIED MAIL
RETURN RECEIPT NO. 5051-3587

Mr. Wayne A. Hamilton
Shell E&P Company

Rm. 4304 Woodcreek

200 N. Dairy Ashford
Houston, Texas 77079

RE: GARY JOHNSON RESIDENCE
HOBBS, NEW MEXICO

Dear Mr. Hamilton:

Earlier this year the New Mexico Oil Conservation Division (OCD) received a written complaint
from Mr. Gary Johnson regarding oil-related contamination on his property at 1831 Mobile Street
in Hobbs, New Mexico. Enclosed is a copy of Mr. Johnson’s correspondence with the OCD. In
response to an inquiry from the OCD, Occidental Permian Ltd. has informed the OCD that this
property in Section 28, Township 18 South, Range 38 East was apparently the location of the former
Moon “A” tank battery which was previously operated and dismantled by Shell Oil Company
(Shell). An OCD inspection of the site showed what appears to be tank bottoms on the surface of
the land around the residence owned by Mr. Johnson.

The OCD requires that Shell submit to the OCD all available information regarding the locations and
type of all tanks, sumps, pits, pipelines and spills related to the operation of this tank battery site and
Mr. Johnson’s property as well as any information related to closure of the battery. Please submit
this information to the OCD Santa Fe Office by October 6, 2000 with a copy provided to the OCD
Hobbs District Office. If you have any questions, please contact me at (505) 827-7154.

Sincerely, _

,/,- // . /

, 7 Lo,
William C. Olson
Hydrologist
Environmental Bureau

xc:  Chris Williams, OCD Hobbs District Supervisor
Gary Johnson

Oil Conservation Division * 2040 South Pacheco Street * Santa Fe, New Mexico 87505
Phone: (505) 827-7131 * Fax (505) 827-8177 * http://www.emnrd.state.nm.us




ATWOOD, MALONE, TURNER & SABIN

A PROFESSIONAL ASSOCIATION
BOB F. TURNER
ROBERT E. SABIN
500 MARQUETTE, N.W. ATTORNEYS AT LAW STEVEN L. BELL
TE 780 ROD M. SCHUMACHER
sumE JOHN S. NELSON

P. O. BOX 20
400 NORTH PENNSYLVANIA LEE M. ROGERS, JR.
ALBUQUERQUE, NEW MEXICO 87103-0020 TIMOTHY A. LUCAS

TEL (505) 842-57I5 SUITE 1100 VICTORIA DAVIS ARMSTRONG
FAX (505) 842-5713 P. ©O. DRAWER 700 REMO E. GAY
BRYAN EVANS
ROSWELL, NEW MEXICO 8 ~2,,Q,2,_O7OO TIMOTHY L. WHITE
JEFF D ATWOOD (1883-1960) TEL (305) 622-622( ;v, far i“;“' e - BARBARA A, REDDY
. . £l oo v

ROSS L. MALONE (I1910-1974) LB O JWILLIAM L. FINLEY
e DAVID J. JARAMILLO

o

k)
FAX (505) 624-2883 s
y

5 CHARLES F. MALONE
REPLY TO ROSWELL . AT A 8 . , OF COUNSEL

April 26, 2000

William C. Olson, Hydrologist Via Federal Express
Environmental Bureau, State of New Mexico

Energy, Minerals & Natural Resources Department

Oil Conservation Division

2040 S. Pacheco

Santa Fe, New Mexico 87505

Re: Gary Johnson Residence
Hobbs, New Mexico

Dear Mr. Olson:

Your letter of March 27, 2000, addressed to Mr. Steve Bishop at Altura Energy
Ltd., has been referred to this office for response. We appreciate this opportunity
to furnish additional information to you in connection with Mr. Johnson’s letter of
January 3. Please note that Altura is now known as Occidental Permian Ltd., but
will be referred to herein as “Altura.”

From the information compiled by Altura personnel, and reviewed in this
office, it appears to us that the area to which Mr. Johnson refers was probably an
old tank battery site maintained in connection with properties operated by the
Samedan Oil Corporation, prior to the formation of the North Hobbs (Grayburg-San
Andres) Unit. The name of the lease was the “Moon A,” and as you can see from the
enclosed plat, it appears that the W/2 NE/4 of Section 28 was operated by Samedan
under the lease name Moon A, while the east half of the same quarter section was
operated by Samedan under lease name Moon B. Further, exhibits attached to the
Unit Agreement for the North Hobbs Unit, copies of which are also attached, clearly
indicate that Samedan was the lessee of record.




William C. Olson, Hydrologist
April 26, 2000
Page 2

Our further investigation also indicates that Shell Oil Company may have used
the subject tank battery for approximately one year following the commencement of
Unit operations, and it is our understanding that Shell actually dismantled this
battery. It is our current understanding that there were no pits or spills, or any other
environmental impact while Shell while was operating the battery. In any case, the
tank battery was never operated by Altura.

We trust that the foregoing information is responsive to your inquiry, and we
urge you to call if we may be of additional assistance.

Sincerely,
ATWOOD, MALONE, TURNER & SABIN

By _ A =2 C%MM
Rod M. Schumacher, Esq.

RMS:blf
Attachments
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NOTES:

21—441 FLOWLINE IS APPROX. 12' OFF OF PAVEMENT
ON NORTH SIDE, CITY INSTALLED 2Z° PVC. UNE JUST

SOUTH OF OUR UINE, APP. 500" RUN TO EAST FROM
NEAR ACE WELDING.

HELL WESTERN E. & P. INC.i

NORTH HOBBS UNIT
SECTION 28
TOWNSHIP 18 SOUTH , RANGE 38 EAST
LEA COUNTY, NEW MEXICO

DATE: DECEMBER 10, 1990 DRAWN BY: J HOLMES
PAGE 33

REVISED: 1/16/85 JLP
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‘ STATE OF NEW MEXICO - ‘

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

2040 S. PACHECO
SANTA FE, NEW MEXICO 87505
(5051827-7131 -

March 27, 2000

-

CERTIFIED MAIL
RETURN RECEIPT NO. Z-559-572-910

Mr. Steve Bishop

Altura Energy Ltd.

1017 West Stanolind

Hobbs, New Mexico 88240

RE: GARY JOHNSON RESIDENCE

HOBBS, NEW MEXICO
Dear Mr. Bishop:

The New Mexico Oil Conservation Division (OCD) has received a written complaint from Mr. Gary
Johnson regarding oil related contamination on his property at 1831 Mobile Street in Hobbs, New
Mexico. Enclosed is a copy of Mr. Johnson’s correspondence with the OCD. This property in Section
28, Township 18 South, Range 38 East is apparently the location of a former tank battery which is part
of Altura Energy, Ltd.’s (Altura) lease. An OCD inspection of the site shows what appears to be tank
bottoms on the surface of the land around the residence owned by Mr. Johnson.

The OCD requires that Altura submit to the OCD all available information regarding the locations and

type of all tanks, sumps, pits, pipelines and spills related to the operation of this tank battery site and
Mr. Johnson’s property. Please submit this information to the OCD Santa Fe Office by April 27, 2000
with a copy provided to the OCD Hobbs District Office.

If you have any questions, please call me at (505) 827-7154.
Sincerely,%
William C. Olson

Hydrologist
Environmental Bureau

Enclosure

xc w/o enclosure: Chris Williams, OCD Hobbs District S.upervisor .
Gary Johnson : '



‘ STATE OF NEW MEXICO ‘

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

2040 S. PACHECO
SANTA FE, NEW MEXICO 87505
(505) 827-7131

March 27, 2000

Mr. Gary Johnson
1500 Tasker Rd.
Hobbs, New Mexico 88240

RE: WATER WELL SAMPLE ANALYSES

Dear Mr. Johnson:

Enclosed you will find a copy of the laboratory analytical results of the water samples that the New
Mexico Oil Conservation Division (OCD) obtained from your water well at 1831 Mobile Street in
Hobbs, New Mexico on January 25, 2000. The sample analyses did not detect any oil or gas related
contaminants in your well water. The OCD has requested that the operator of this lease provide the
OCD with information regarding prior oil and gas activities at your Mobile Street residence. The OCD
will copy you on correspondence related to the site.

If you have any questions, please call me at (505) 827-7154.

Sincerely,

William C. Olson
Hydrologist
Environmental Bureau

Enclosure

xc¢ w/ enclosure: Chris Williams, OCD Hobbs District Supervisor
Steve Bishop, Altura Energy, Ltd.

o
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CEANALYSIS, INC

6701 Aberdeen Avenue, Suite 9 Lubbock, Texas 79424 800#3781296 8067941296  FAX 8057941298
4725 Ripley Avenue, Suite A El Paso, Texas 79922 888e588e3443 91565853443  FAX 9155854944
E-Mail: lab@traceanalysis.com

Analytical and Quality Control Report

Wayne Price

OCD Report Date: 2/3/00
2040 S. Pacheco

Santa Fe, NM 87505

Project Number: West Gate
Project Name: Gary Johnson Well Order ID Number: A00012701
Project Location: Johnson Well

Enclosed are the Analytical Results and Quality Control Data Reports for the following samples submitted to TraceAnalysis, Inc.
for analysis:

Date Time Date ‘
Sample Number Sample Description Matrix Taken Taken Received !
139426 0001250950 Water 1/25/00 9:50 1/27/00

These results represent only the samples received in the laboratory. The Quality Control Report is generated on a batch basis.
All information contained in this report is for the analytical batch(es) in which your sample(s) were analyzed.

This report consists of a total of 7 pages and shall not be reproduced except in its entirety, without written approval of

TraceAnalysis, Inc. é

Dr. Blair Leftwich, Director

RECEIVED

FEB 14 2000

ENVIRONMENTAL BUREAU
OIL CONSERVATION DIVISION




Report Date:  2/3/00

Order ID Number: A00012701 Page Number: 2 of 7
West Gate Gary Johnson Well Johnson Well
Analytical Results Report
Sample Number: 139426
Description: 0001250950
Analytical Date Date Prep QC
Param Result Dilution  Method  Prepared Analyzed Analyst Batch#  Batch# RDL
Alkalinity (mg/L as CaCo3)
Hydroxide Alkalinity <1.0 1 E 310.1 1/27/00  1/27/00 IS PB00469 QCO00611 1
Carbonate Alkalinity <1.0 1 E 310.1 1/27/00  1/27/00 JS PB00469 QCO00611 1
Bicarbonate Alkalinity 182 1 E310.1 1/27/00 1/27/00 JS PB00469 QC00611 1
Total Alkalinity 182 1 E 310.1 1/27/00 1/27/00 IS PB00469 QC00611 1
BTEX (mg/L)
Benzene <0.005 5 S8021B  1/27/00  1/27/00 RC PB00461 QC00603 0.001
Toluene <0.005 5 S 8021B 1/27/00 1/27/00 RC PB00461 QC00603 0.001
Ethylbenzene <0.005 5 S 8021B 1/27/00  1/27/00 RC PB00461 QCO00603 0.001
M,P.O-Xylene <0.005 5 S 8021B 1/27/00 1/27/00 RC PB0O0461 QCO00603 0.001
Total BTEX <0.005 5 S802tB  1/27/00  1/27/00 RC PB00461 QC00603 0.001
Spike % % Rec. Prep QC
Surrogate  (mg/L) Result Dilution  Amount Rec. Limit Analyst Batch#  Batch #
TI'T 0.499 1 0.1 100 72 -128 RC PB00461 QC00603
4-BFB 0.49 1 0.1 98 72-128 RC PB00461 QC00603
Conductivity (uMHOS/cm)
Specific Conductance 820 l SM 2510B  1/28/00 1/28/00 JS PB00485 QC00626
lon Chromatography (IC) (mg/L)
CL 70 1 L 300.0 1/27/00 1/27/00 IS PB00467 QC00609 0.5
Fluoride 1.5 1 E 300.0 1/27/00  1/27/00 JS PB00467 QC00609 0.1
Nitrate-N *3.8 [ E 300.0 1/27/00  1/27/00 JS PB0O0467 QC00609 0.2
Sulfate 110 1 E 300.0 1/27/00  1/27/00 IS PB00467 QC00609 0.5
* Nitrate-N - Sample out of holding time for NO3.
pH (s.u.)
pH *7.2 1 E 150.1 1/27/00 1/27/00 RS PB00503 QC00643 1
* pH - Out of holding time.
TDS (mg/L)
Total Dissolved Solids 510 1 E 160.1 1/27/00  1/28/00 MD PB00473 QCO00614 10
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Sample #

Calcium
Magnesium
Sodium
Potassium

Alkalinity
Sulfate
Chloride
Nitrate as N
Fluoride

Cation-Anion Balance Sheet

OTHER INFORMATION

TDS
EC

Measure EC and Cation Sums
Measure EC and Anion Sums
Calculated TDS/Conductivity

Measure TDS and Cation Sums
Measure TDS and Anion Sums

| 139426 |
Cations
ppm meq/L
108 5.3892
18 1.48122
47 2.0445
4 0.10232
Anions
ppm meq/L
182 3.64
110 2.2902
70 1.9747
3.8 0.271282
15 0.07896
510
820
901.724
825.5142
0.6219512
0.5655833
0.6177968

Date: 2/7/00

Total Cations
| 9.01724 in meg/L |

Total Anions
| 8.25514 in meq/L |

Percentage Error
| 8.82447 % |
(needs to be <10%)

Range should be: 738
Range should be: 738
Range should be: 0.55
Range should be: 0.55
Range should be: 0.55

to
to
to
to
to

902
902
0.77
0.77
0.77
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Report Date:  2/3/00

Order 1D Number:

A00012701

Page Number: 3 of 7

West Gate Gary Johnson Well Johnson Well
Quality Control Report

Method Blanks

Blank Reporting Date Prep QC
Param Flag Result Limit Analyzed Batch # Batch #
Hydroxide Alkalinity (mg/L as CaCo3) <1.0 1 1/27/00 PB00469 QC00611
Carbonate Alkalinity (mg/L as CaCo3) <1.0 1 1/27/00 PB00469 QC00611
Bicarbonate Alkalinity (mg/L as CaCo3) <4.0 1 1/27/00 PB00469 QC00611
Total Alkalinity (mg/L as CaCo3) <4.0 1 1/27/00 PB00469 QC00611

Blank Reporting Date Prep QC
Param Flag Result Limit Analyzed Batch # Batch #
Benzene (mg/L) <0.001 0.001 1/27/00 PB00461 QC00603
Toluene (mg/L) <0.001 0.001 1/27/00 PB00461 QC00603
Ethylbenzene (mg/L) <0.001 0.001 1/27/00 PB00461 QC00603
M,P,O-Xylene (mg/L) <0.001 0.001 1/27/00 PB00461 QC00603
Total BTEX (mg/L) <0.001 0.001 1/27/00 PB00461 QC00603

Spike % % Rec. QC

Surrogate Result Amount Rec. Limit Batch #
TFT (mg/L) 0.097 0.1 97 72-128 QC00603
4-BFB (mg/L) 0.094 0.1 94 72-128 QC00603

Blank Reporting Date Prep QC
Param Flag Result Limit Analyzed Batch # Batch #
Specific Conductance (uUMHOS/cm) 4.9 1/28/00 PB00485 QC00626

Blank Reporting Date Prep QC
Param Flag Result Limit Analyzed Batch # Batch #
CL (mg/L) <0.5 0.5 1/27/00 PB00467 QC00609
Fluoride (mg/L) <0.1 0.1 1/27/00 PB00467 QC00609
Nitrate-N  (mg/L) <0.2 0.2 1/27/00 PB00467 QC00609
Sulfate (mg/L) <0.5 0.5 1/27/00 PB00467 QC00609

Blank Reporting Date Prep QC
Param Flag Result Limit Analyzed Batch # Batch #
Total Dissolved Solids (mg/L) <10 10 1/28/00 PB00473 QC00614
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Report Date:  2/3/00

l Order ID Number: A00012701

Page Number: 4 of 7

West Gate Gary Johnson Well Johnson Well
Quality Control Report
Matrix Spike and Matrix Duplicate Spike
Spike  Matrix
Sample Amount  Spike % % Rec. RPD QC
Standard  Param Result Dil. Added Result Rec. RPD  Limit Limit Batch #
MS CL (mg/L) 120 1 62.5 186.44 106 80-120 0-20 QC00609
MS Fluoride (mg/L) 11 125 1264 92 80-120 0-20 QCO0609
MS Nitrate-N  (mg/L) 16 1 25 38.59 90 80-120 0-20 QC00609
MSD CL (mg/L) 120 1 62.5 18632 106 0 80-120 0-20 QC00609
MSD Fluoride (mg/L) 1.1 1 12.5 12.66 92 0 80-120 0-20 QC00609
MSD Nitrate-N (mg/L) 16 1 25 38.56 90 0 80-120 0-20 QC00609
Quality Control Report
Duplicates

Duplicate Sample RPD QC
Standard  Param Flag Result Result Dilution RPD Limit Batch #
Duplicate Hydroxide Alkalinity (mg/L as CaCo <1.0 <1.0 1 0 0-20 QC00611
Duplicate Carbonate Alkalinity (mg/L as CaCo <1.0 <1.0 1 0 0-20 QCo00611
Duplicate Bicarbonate Alkalinity (mg/L as CaC 168 170 1 1 0-20 QCO00611
Duplicate Total Alkalinity (mg/L as CaCo3) 168 170 1 1 0-20 QCO00611

Duplicate Sample RPD QC
Standard  Param Flag Result Result Dilution  RPD Limit Batch #
Duplicate Specific Conductance (uUMHOS/cm) 1357 1300 1 4 0-20 QC00626

Duplicate Sample RPD QC
Standard  Param Flag Result Result Dilution  RPD Limit Batch #
Duplicate pH (s.u.) 7.6 7.6 1 0 0-20 QC00643

Duplicate Sample RPD QC
Standard  Param Flag Result Result Dilution  RPD Limit Batch #
Duplicate Total Dissolved Solids (mg/L) 536 510 1 5 0-20 QC00614
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Report Date:  2/3/00

I Order ID Number: A00012701

Page Number: 5 of 7

West Gate Gary Johnson Well Johnson Well
Quality Control Report
Lab Control Spikes and Duplicate Spike
Spike  Matrix
Blank Amount  Spike % % Rec. RPD QC
Param Result Dil. Added Result Rec. RPD  Limit Limit  Batch #
LCS MTBE (mg/L) <0.001 1 0.1 0.098 98 80-120 0-20 QC00603
LCS  Benzene (mg/L) <0.001 1 0.1 0.098 98 80-120 0-20 QCO00603
LCS  Toluene (mg/L) <0.001 1 0.1 0.098 98 80-120 0-20 QC00603
LCS  Ethylbenzene (mg/L) <0.001 1 0.1 0.096 96 80-120 0-20 QC00603
LCS  M,P,0-Xylene (mg/L) <0.001 1 0.3 0.283 94 80-120 0-20 QC00603
Spike % % Rec. QC
Standard  Surrogate Dil.  Amount  Result  Rec. Limit Batch #
LCS TFT (mg/L) 1 0.1 0.09 90 72 - 128 QC00603
LCS 4-BFB  (mg/L) 1 0.1 0.089 89 72-128 QC00603
LCSD MTBE (mg/L) <0.001 1 0.1 0.104 104 16 80-120 0-20 QC00603
LCSD Benzene (mg/L) <0.001 1 0.1 0.108 108 16 80-120 0-20 QC00603
LCSD Toluene (mg/L) <0.001 1 0.1 0.108 108 17 80-120 0-20 QC00603
LCSD Ethylbenzene (mg/L) <0.001 1 0.1 0.106 106 17 80-120 0-20 QC00603
LCSD M,P,0-Xylene (mg/L) <0.001 1 0.3 0.315 105 20 80-120 0-20 QC00603
Spike % % Rec. QC
Standard Surrogate Dil.  Amount Result Rec. Limit Batch #
LCSD TFT (mg/L) 1 0.1 0.098 98 72-128 QC00603
LCSD 4-BFB (mg/L.) 1 0.1 0.099 99 72 -128 QC00603
Spike  Matrix
Blank Amount  Spike % % Rec. RPD QC
Param Result Dil. Added Result Rec. RPD  Limit Limit  Batch #
LCS  Sulfate (mg/L) * <05 1 12.5 13.04 104 80-120 0-20 QC00609
* Sulfate - Blank spikes used because the sample that I spiked was out of the curve.
LCSD Sulfate (mg/L) * <05 1 12.5 12.85 103 1 80-120 0-20 QC00609
* Sulfate - Blank spikes used because the sample that I spiked was out of the curve.
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Repért Date:

2/3/00 Order ID Number: A00012701 Page Number: 6 of 7
West Gate Gary Johnson Well Johnson Well
Quality Control Report
Continuing Calibration Verification Standard

CCVs CCVs CCVs Percent

TRUE  Found Percent ~ Recovery ~ Date  QCBatch
Standard  Param Flag Conc. Conc.  Recovery Limits ~ Analyzed #
Icv Hydroxide Alkalinity (mg/L as CaCo3) 0 <1.0 0 80 - 120 1/27/00  QCO00611
ICV Carbonate Alkalinity (mg/L as CaCo3) 0 2200 0 80 - 120 1/27/00  QC00611
ICv Bicarbonate Alkalinity (mg/L as CaCo3) 0 60 0 80-120 1/27/00  QC00611
ICV Total Alkalinity (mg/L as CaCo3) 2400 2260 94 80 -120 1/27/00 QCO00611
CCV 1 Hydroxide Alkalinity (mg/L as CaCo3) 0 40 80 -120 1/27/00  QC00611
CCV 1 Carbonate Alkalinity (mg/L as CaCo3) 0 2200 80 -120 1/27/00  QC00611
CCV 1 Bicarbonate Alkalinity (mg/L as CaCo3) 0 <1.0 0 80-120 1/27/00  QCO00611
CCV 1 Total Alkalinity (mg/L as CaCo3) 2400 2240 93 80 - 120 1/27/00  QCO00611

CCVs CCVs CCVs Percent

TRUE Found Percent Recovery Date QC Batch
Standard  Param Flag Conc. Conc.  Recovery Limits ~ Analyzed #
ICV Benzene (mg/L) 0.1 0.098 98 80-120 1/27/00  QCO00603
Icv Toluene (mg/L) 0.1 0.098 98 80 - 120 1/27/00 QCO0603
ICV Ethylbenzene (mg/L) 0.1 0.096 96 80 - 120 1/27/00  QC00603
ICV M,P,0-Xylene (mg/L) 0.3 0.283 94 80 - 120 1/27/00  QC00603
CCV 1 Benzene (mg/L) 0.1 0.106 106 80 -120 1/27/00  QC00603
CCV 1 Toluene (mg/L) 0.1 0.105 105 80-120 1/27/00  QC00603
CCV | Ethylbenzene (mg/L) 0.1 0.104 104 80 - 120 1727/00  QC00603
CCV 1 M,P,0-Xylene (mg/L) 0.3 0.311 104 80 - 120 1/27/00  QC00603
CCv 2 Benzene (mg/L) 0.1 0.104 104 80-120 1/27/00  QC00603
CCV2  Toluene (mg/L) 0.1 0.103 103 80-120  1/27/00  QC00603
CCV2 Ethylbenzene (mg/L) 0.1 0.102 102 80 - 120 1/27/00  QC00603
CCV2 M,P,0-Xylene (mg/L) 0.3 0.302 101 80-120 1/27/00  QC00603

CCVs CCVs CCVs Percent

TRUE  Found  Percent  Recovery  Date  QCBatch
Standard  Param Flag Conc. Conc.  Recovery Limits ~ Analyzed #
ICV Specific Conductance (uUMHOS/cm) 1413 1376 97 80-120 1/28/00  QC00626
CCV | Specific Conductance  (WuMHOS/cm) 1413 1357 96 80 -120 1/28/00  QCO00626

CCVs CCVs CCVs Percent

TRUE  Found Percent ~ Recovery  Date QC Batch
Standard ~ Param Flag Conc. Conc.  Recovery Limits ~ Analyzed #
ICV CL (mg/L) 12.5 11.47 92 80-120 1/27/00  QC00609
ICV Fluoride (mg/L) 2.5 2.40 96 80-120 1/27/00  QCO00609
Icv Nitrate-N  (mg/L) 5 4.61 92 80-120 1727/00  QC00609
ICV Sulfate (mg/L) 12.5 11.91 95 80-120 1/27/00  QC00609
CCV 1 CL (mg/L) 12.5 11.53 92 80-120 1/27/00  QC00609
CCV1  Fluoride (mg/L) 2.5 2.39 96 80-120  1/27/00  QC00609
CCV 1 Nitrate-N (mg/L) 5 4.62 92 80-120 1/27/00  QC00609
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Report Date:  2/3/00

Order ID Number: A00012701 Page Number: 7 of 7
West Gate Gary Johnson Well Johnson Well
Quality Control Report
Continuing Calibration Verification Standard
CCVs CCVs CCVs Percent
TRUE Found Percent ~ Recovery  Date QC Batch
Standard ~ Param Flag Conc. Conc.  Recovery Limits ~ Analyzed #
CCV 1 Sulfate (mg/L) 12.5 11.96 96 80 - 120 1/27/00  QC00609
CCVs CCVs CCVs Percent
TRUE  Found Percent ~ Recovery  Date QC Batch
Standard ~ Param Flag Conc. Conc.  Recovery Limits ~ Analyzed #
ICV pH (s.u) 7 7.0 100 80 -120 1/27/00  QC00643
CCV 1 pH (s.u) 7 7.0 100 80-120 1/27/00  QC00643
CCVs CCVs CCVs Percent
TRUE Found Percent Recovery Date QC Batch
Standard ~ Param Flag Conc. Conc.  Recovery Limits ~ Analyzed #
Icv Total Dissolved Solids (mg/L) 1000 1023 102 80 - 120 [/28/00  QC00614
CCV 1 Total Dissolved Solids (mg/L) 1000 1052 105 80 - 120 1/28/00  QCO00614
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DEAR MR. OLSEN, JANUARY 3, 2000

EARLY IN 1999, WHILE DRILLING HOLES FOR A FENCE AT 1831
MOBILE STREET,

SEC 28 T18S R38E

I FOUND WHAT APPEARS TO BE 3 OLD TANK BATTERY PADS AND
ONE ABANDONED FLOW LINE ON MY PROPERTY. THE FLOW LINE,
WHICH RUNS UNDER MY MOBILE HOME, IS FULL OF PARAFFIN. WHILE
DRILLING 3' DEEP HOLES FOR THE FENCE, OIL WAS FOUND DRIPPING
OFF THE BIT. I NOTIFIED THE NMOCD OFFICE IN HOBBS AND THEY
SUGGESTED I CONTACT YOU. THERE IS A WATER WELL
APPROXIMATELY 40'FROM THE PADS.

THIS CAUSES ME GREAT CONCERN AND I WOULD APPRECIATE YOU
LOOKING INTO THIS MATTER . PLEASE CONTACT ME AT YOUR
EARLIEST CONVENIENCE.

DEZENEm g
SINCERELY, RLME‘“M‘/&:@
/%W///KZ% JAN 0 = 2000
GARY JOHNSON ENVIRONMENTAL BUREALS
1500 TASKER OIL CONSERVATION DiVISioN
HOBBS, NM

505-370-0503
505-393-4057




