MEMORANDUM OF AGREEMENT

BETWEEN

TEXACO EXPLORATION & PRODUCTION, INC.

BAKERSFIELD DIVISION

AND

PAPER, ALLIED-INDUSTRIAL, CHEMICAL AND ENERGY

WORKERS INTERNATIONAL UNION, AFL-CIO, CLC

It is hereby agreed by and between Texaco Exploration & Production, Inc., Bakersfield Division (hereinafter called the “Company”) and the Paper, Allied-Industrial, Chemical and Energy Workers International Union, AFL-CIO, CLC (hereinafter called the “Union”) that the following understandings have been reached in contract negotiation meetings.

1.     All California Business Unit represented employees are eligible to participate in the 

        following Safety Performance Bonus Plan (SPBP).

2. The SPBP is provided on a one-time, non-precedent setting basis for the safety 

performance year of 2001, or the prorated portion of the performance year of 2001, prior to the proposed merger closing date.

3. The SPBP provides a payout of up to 4% of  base pay, based on the improvement in 

the Total Recordable Incident Rate (TRIR) for employees at Texaco owned and operated facilities as follows:

a.    Component 1:   Two percent (2%) of the payout will be based on the percent 

       improvement of Texaco Worldwide Exploration & Production’s (TWEP) TRIR

       target of 0.65.

b.    Component 2:   Two percent (2%) of the payout will be based on the percent 

       improvement of Texaco California Business Unit’s (CBU’s) TRIR target of 

       1.38.

The payout targets for the SPBP are as follows:

       Component 1

TWEP TRIR Improvement Over 2001 Target of 0.65
Percent

Safety Metric Payout

< 0.52
2.0%

0.55 – 0.53
1.5%

0.59 – 0.56
1.0%

0.65 – 0.59
0.5%

       Component 2:

CBU TRIR Improvement Over 2001 Target of 1.38
Percent

Safety Metric Payout

< 1.10
2.0%

1.17 – 1.11
1.5%

1.24 – 1.18
1.0%

1.38 – 1.25
0.5%

4. The SPBP will remain in place until the earlier of the merger closing date or the end 

of the year. The timing of 2001 SPBP payout will be made at the end of the year or

as soon as possible after merger closing.

5. Any payout received under the program will be subject to the nominal rate (28%) for 

federal withholding purposes and all other applicable state and local taxes will be applied.

6. Any cash payment paid out under the program will be issued in the same manner as 

        the employee’s normal paycheck (EFT or paper check). The check or EFT stub will 

        be distributed using our normal paycheck process.

7. Any cash payment would be calculated on base income and scheduled overtime. 

Items not included are:  non-scheduled overtime, monetary awards and other bonus

and incentive program payments, all allowances, stipends and other financial assistance, received in the year 2001.

8. Any cash payment would be non-benefit bearing. Any payment would not be 

included in any severance or benefit calculation.

It is agreed and understood that this Memorandum of Agreement is subject to the ratification of the Union membership.

If the foregoing correctly reflects your understanding, please sign in the space below, returning three (3) copies to the undersigned.

Understood and Agreed this                              day of                                              , 2001.

PAPER, ALLIED-INDUSTRIAL,                                     TEXACO EXPLORATION &

CHEMICAL AND ENERGY                                             PRODUCTION, INC.

WORKERS INTERNATIONAL                                        BAKERSFIELD DIVISION

UNION, AFL-CIO, CLC

                                                                                                                                                    

Bob Johnston                                                                           Carla J. Musser

International Representative                                                    Human Resources Manager                                                                                                                                                   

