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SUBJECT: Vaqguero Energy, Inc. Appeal (Case No. 08APL-00000-000020) of County Planning Commission
Approval of PXP Tranquillon Ridge Oil and Gas Development Project (Case No. 06RVP-00000-
00001); Third and Fourth Supervisorial Districts.

County Counsel Concurrence Auditor-Controller Concurrence
As to form: Yes As to form: N/A

Other Concurrence: N/A

Recommended Actions:

That the Board of Supervisors:

A. Uphold a portion of the Vaquero Energy, Inc. Appeal regarding the 2022 end date and deny all remaining
parts of the appeal, Case No. 0BAPL-00000-00020.

B. Hear the ExxonMobil/Sunset Appeal (Case No. 08APL-00000-00019) and the Bell Appeal (Case No.
08APL-00000-00021) prior to taking final action on the Tranquillon Ridge project (Case No. 06RVP-
00000-00001).

C. Approve the minor modifications to the Tranquillon Ridge Final Environmental Impact Report (EIR;
06EIR-00000-00005; State Clearinghouse No. 2006021055) presented in Attachment A.11 to this Board
Agenda Letter and including any modifications made by Board in the public hearing, and certify that the
Tranquillon Ridge Final Environmental Impact Report (O6EIR-00000-00005; State Clearinghouse No.
2006021055) reflects the independent judgment of the Board, has been completed in compliance with
CEQA, and is adequate for the Tranquillon Ridge project.
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D. Adopt the required findings for the project, including CEQA findings, specified in Attachment A.12 of
this Board Agenda Letter and including any modifications made by the Board in the public hearing.

E. Grant approval of Revised Development Plan Case No. 06RVP-00000-00001, subject to the conditions of
approval specified in the Planning Commission’s action letter and attachments dated April 23, 2008, with
modifications to Final Development Plan Condition A-6 to delete the requirement that the Lompoc Oil
and Gas Plant cease operating by December 31, 2022, other minor revisions to the Final Development
Plan as provided in Attachment A.13 of this Board Agenda Letter, and including any modifications made
by the Board in the public hearing.

Summary Text:
A. PROPOSED PROJECT

The proposed project is a request for a revised Final Development Plan (FDP) to modify Plains Exploration &
Production Company’s (“PXP”) existing FDP for the Point Pedernales project to allow project modifications and
approvals necessary to develop, transport, and process oil and gas produced from a proposed new oil and gas
lease area in State tidelands. PXP proposes to drill wells from its existing Platform Irene in federal waters
offshore Vandenberg Air Force Base into a proposed new lease area in State waters to access the Tranquillon
Ridge field oil and gas reserves. The oil and gas would be transported from Platform Irene to the Lompoc Oil and
Gas Plant near Lompoc via PXP’s Point Pedernales pipeline system. More detailed project description
information is available in Section 5.0 of the Planning Commission staff report (Attachment A.2) and the Final
EIR (Attachment A.3) prepared for the proposed project. The revised FDP, if approved, would apply to both the
existing Point Pedernales and proposed Tranquillon Ridge projects.

The project components include Platform Irene, the Lompoc Qil and Gas Plant (LOGP), and the oil, gas, and
produced water pipelines between the platform and the LOGP. The LOGP site is 2.7 miles northeast of the City
of Lompoc and 0.9 miles northwest of Vandenberg Village and is zoned M-CR, Coastal-Related Industry. The
LOGP address is 3602 Harris Grade Road in the Fourth Supervisorial District (see Figure 1). Platform Irene is
located in federal waters approximately 4.7 miles west of Point Pedernales. The onshore portion of the pipeline
corridor is located from its landfall at Wall Beach on Vandenberg Air Force Base to the LOGP, crossing
agriculturally-zoned land outside of the Base, some of which is in the Third Supervisorial District. Each of these
three major components of the proposed Tranquillon Ridge project is currently in operation for the Point
Pedernales project.

By letter dated April 14, 2008 (Attachment A.8), PXP requested that an end date of December 31, 2022 be
incorporated into the Tranquillon Ridge project description. This request was addressed in the staff report to the
Planning Commission and was included as a revision to FDP Condition A-6, Project Description, in the Planning
Commission’s approval of the project. By letter dated April 18, 2008 (Attachment A.9), PXP requested that
additional information regarding greenhouse gas emission reductions be incorporated into the Tranquillon Ridge
project description. This request was presented to the Planning Commission at its April 21, 2008 hearing and was
incorporated into the project description approved for the project, also in FDP Condition A-6 (see page 2 of
Attachment A.1, Planning Commission action letter dated April 23, 2008).

B. BACKGROUND

The County Planning Commission approved the proposed Tranquillon Ridge project, with the changes PXP
requested (described above), at a special hearing in Santa Maria on April 21, 2008. This approval included
certification of the Final Environmental Impact Report (EIR) prepared for the project (06EIR-00000-00005; SCH
#2006021055). The EIR was prepared under the auspices of a Joint Review Panel (JRP) comprising staff from
the County Planning and Development Department, the California State Lands Commission, and the California
Coastal Commission. Staff from the County Air Pollution Control District, Vandenberg Air Force Base, and the
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federal Minerals Management Service served as advisory members of the JRP. The County is the Lead Agency
for the EIR.
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Figure 1: PXP Pipeline Corridor and LOGP Location

The Draft EIR was circulated for public review from October 31, 2006 through January 16, 2007. Comments on
the Draft EIR and responses to these comments were incorporated into the proposed Final EIR (see EIR Section
9.0) which was released on March 27, 2008. The Final EIR is included as Attachment A.3 to this Board Agenda
Letter and was provided to the Board members under separate cover.

In its 2005 application to the County, PXP projected that the Tranquillon Ridge project would operate for about
30 years from the time the first new well is drilled. Based on this projection, the EIR analyzed operation of the
Tranquillon Ridge project until the year 2037. The EIR analyses included concurrent operation of the Point
Pedernales project until about 2017. The year 2017 represents the mid-point of PXP’s Point Pedernales Field
production forecasts (2012-2022), and an approximate midpoint of combined Minerals Management Service and
State Lands Commission projections for the remaining operational life of the Point Pedernales project of 2010 to
2022.' The EIR identified 13 Class | (significant and unavoidable) impacts and 24 Class Il (significant but
mitigable) impacts for the 30-year (2037) Tranquillon Ridge project.

The Planning Commission approved the end date for the operating life of the project as requested by PXP. The
Planning Commission found that this “reduced-life” project offers the best means to access the Tranquillon Ridge
oil and gas reserves because it would use existing infrastructure for a defined period of time equivalent to the

! These estimates are discussed in Final EIR Section 2.2.6, pp. 2-12 through 2-14.
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current outer estimate (2022) for the end of the existing Point Pedernales project operations, which balances
against the significant and unavoidable impacts of the project (see Attachment A.1, Planning Commission Finding
1.8, pp. A-4 through A-6).

C. STAFF RESPONSE TO APPEAL LETTER

The appeal points identified below reflect much of the Appellant’s testimony at the April 21, 2008 Planning
Commission hearing. Appeal Points 1 through 6, including footnotes 1 through 5, are taken from the Appellant’s
April 18, 2008 letter to the County Planning Commission. Appeal Points 7 and 8 are from the Appellant’s April
28, 2008 letter to John Baker, Director of Planning and Development. Both of these letters are included in the
appeal filed by Vaquero Energy, Inc. (see Attachment C.1, Appeal to Board of Supervisors dated April 29, 2008).

Appeal Point 1
A Requirement to avoid cumulative effects under the Coastal Act

A coastal development permit, such as the Tranquillon Ridge Project, must demonstrate that it will
not result in cumulative impacts that adversely affect the coastal zone. (Pub. Resources Code sec. 30250
subd. (a).) When PXP’s predecessor in interest in Platform Irene, Unocal, obtained the initial Coastal
Development Permit to build three pipelines to what would become the Lompoc Oil and Gas Plant
(“LOGP?”), the California Coastal Commission imposed numerous conditions on the permit. These
conditions were designed to mitigate the cumulative impacts associated with the concurrent production of
oil and gas and the need to process, store and transport the oil and gas produced in a manner that did not
cumulatively degrade the coastal resources of Santa Barbara County. (August 30, 1985 Coastal
Development Permit for Platform Irene and Associated Infrastructure at p.18 [attached to Appendix M of
Tranquillon Ridge EIR].) Unocal was able to overcome a finding of cumulatively adverse coastal effects
by demonstrating that it would mitigate adverse environmental effects “to the maximum extent feasible” in
accordance with Pub. Resources Code sec. 30260 subd. (3). In turn, the Coastal Commission premised its
finding of mitigation to the maximum extent feasible upon Unocal’s “commitment to use consolidated
pipelines, power cables, and processing facilities.” (August 30, 1985 Coastal Development Permit for
Platform Irene and Associated Infrastructure at p.17.)

PXP now finds itself in much the same situation as Unocal was in the mid-1980s. The new
infrastructure associated with the proposed Tranquillon Ridge Project will result in cumulatively significant
effects on the coastal environment. Yet, unlike Unocal, and in contravention of Sections 30250 and 30260
of the Coastal Act, PXP is taking the opposite tack toward the use of consolidated facilities. Recent
discussion with PXP, combined with its recent agreement with the NGOs confirm that it has no intention of
sharing the LOGP and associated infrastructure with other oil and gas producers unless it is forced do so—
preferring instead to maximize its own oil and gas production over the short term while prices are high
before shutting down the LOGP facility and leaving northern Santa Barbara County without a consolidated
facility for all producers in the area to process oil and gas. Other oil and gas producers will be forced to
either attempt to build their own oil and gas treatment facilities with attendant construction related
increases in pollution and a proliferation of such facilities or waste natural gas obtained in oil drilling by
flaring, thereby exacerbating air quality. These are exactly the types of cumulative effects that would, but
unfortunately will not, be avoided through consolidated processing at the LOGP as originally required.

Response to Appeal Point 1

Several misperceptions evident in Appeal Point 1 require clarification. First, the Tranquillon Ridge project
involves very little new infrastructure. PXP’s Tranquillon Ridge Platform Irene (the drilling and production site),
the oil and gas pipelines, and the Lompoc Oil and Gas Plant (the processing facility) all exist and are currently
operating. The only new infrastructure that may be required in the future for the Tranquillon Ridge project are
three new pumps at Valve Site #2 (within Vandenberg AFB), and a new electrical substation, power lines, and
poles to bring power to Valve Site #2 for the new pumps. Valve Site #2 is located within the Coastal Zone; the
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substation and most of the electrical lines and poles would be located outside the Coastal Zone. The Tranquillon
Ridge EIR addresses the cumulative impacts associated with the Tranquillon Ridge project along with other
reasonably foreseeable projects in subsection 6 of Sections 5.1 through 5.16 and summarizes these impacts in the
Executive Summary, Tables ES.3a through ES.3d (FEIR pp. ES-19 through ES-46). The Planning Commission
staff report, Section 6.1.1.4 and Table 5, summarizes the incremental contributions of the Tranquillon Ridge
project to significant cumulative impacts. The construction of minimal new infrastructure that may be needed for
the Tranquillon Ridge project will not contribute to any cumulatively significant impacts on the coastal
environment.

Second, PXP’s Lompoc Oil and Gas Plant (LOGP) is located outside the Coastal Zone and it is not a County-
designated consolidation site for all oil or gas processing in the North County. Neither the County’s
Comprehensive Plan, Land Use and Development Code, nor Local Coastal Program designates the LOGP as a
consolidated oil and gas processing site. As discussed at the Planning Commission’s April 21, 2008 hearing on
the Tranquillon Ridge project®, the County has not determined that the LOGP site is preferred for all oil or gas
processing that may be needed in the region in the future. When the Point Pedernales project was approved, the
County required that the new oil plant (Heating, Separating and Pumping (HS&P) Facility) be operated as a
consolidated facility, meaning that the operator is obligated to provide other permitted users with equitable, non-
discriminatory access to its processing facility. Gas processing for the Point Pedernales project was originally
handled at the Battles Gas Plant, which also served several onshore producers in the North County at the time.
However, because of concerns with the location and long-term safe operability of the Battles plant, the County
also required (FDP Condition A-21) that the operator (then Union Oil) fund a “siting study to determine a
suitable location for a consolidated gas processing facility for combined Central and Northern Santa Maria Basin
gas production.” As required in Condition A-21, this study focused on identifying a gas processing site for
potentially large amounts of gas that could be produced from the offshore federal Santa Maria Basin leases.

Based on this study, which was completed in 1990 (“Siting Gas Processing Facilities: Screening and Siting
Criteria”™), the County established screening and siting criteria for gas processing facilities in the midwestern and
northwestern region of the County. The County did not establish a requirement that all North County onshore oil
or gas production be processed at the LOGP site, or at any other particular site. Instead, pursuant to Land Use
Development Policy 11°, the County conducts a case-by-case review, using the adopted screening criteria, to
determine whether use of a proposed new processing facility is preferable to consolidating such use at an existing
facility, such as the LOGP. Application of these criteria is implemented through the County’s Land Use and
Development Code, Section 35.55.040 (Treatment and Processing Facilities — Findings for Development Plans)
which requires, among other findings for approval, that:

Gas processing facilities proposed in the North County Consolidation Planning Area
(NCCPA), including expansion of existing facilities, have been sited in compliance with
criteria in the Comprehensive Plan study entitled, Siting Gas Processing Facilities.
Additionally, sites are selected with adequate consideration of future gas processing needs in
the NCPPA to optimize siting and consolidation strategies. The “expansion” of an existing
facility shall mean structural modifications, alterations, expansions, or enlargements that
result in increased facility capacity, or changes in facility use, operation, or other limitations
imposed by permit or other law. The “expansion” of an existing facility shall also mean
introduction of production from a field not served by the processing facility since January 1,
1986, or from a new production well that increases the current area extent of a field presently
served by the facility. Expansion shall not include modification to existing facilities that is
required to comply with current health and safety regulations, and codes. (LUDC Section
35.55.040.A.5)

2 See Attachment A.4, Transcript, pp. 68-71.
% County Comprehensive Plan Land Use Element, p. 82-d.
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Additional information regarding potential consolidation of processing facilities in the North County was
compiled by County staff in the October 2000 North County Siting Study. This study was prepared to examine
planning issues in advance of potential applications for onshore facilities necessary to support possible oil and gas
production from existing but not yet developed federal leases in the Santa Maria Basin. The study recommended
that the LOGP not be considered as a processing location for the heavy crude from the northern federal leases
(Recommendation #3, p. 7.0-3) as that would require expansion and extension of its life, and because the LOGP
site is not central to the majority of the potential production sites on the federal offshore leases. (The study did
not consider use of the LOGP for processing oil or gas from onshore sources.)

In the case of gas processing in particular, determining the preferred disposition of the gas depends on a number
of factors (e.g., gas quantity and quality, proximity to residences or sensitive land uses) and can include
processing the gas at the drillsite using small facilities ancillary to the production facilities and using it at the
production site for fuel, reinjecting the gas to enhance production, or flaring the gas at the production site. Where
sour gas would need to be transported from the production site to a processing site, a major factor to consider is
the route of the pipeline between the source and the processing site. Certain County policies® discourage locating
hazardous pipelines near populated areas or other highly sensitive land uses (e.g., schools). Without knowing
exactly where the source of the raw gas may be located in the future, it is premature to determine the precise
location for gas processing that would provide for the safest transport of the raw gas to the processing site. Thus,
the County has not designated any consolidation sites for oil and gas processing in the North County. (In the
1980s, the County did amend its land use plans and zoning regulations® to designate two consolidation sites for oil
and gas processing on the County’s South Coast, based on a programmatic EIR. Today, only the ExxonMobil Las
Flores Canyon processing site is a County-designated consolidation site for facilities related to offshore oil and
gas production in the western Santa Barbara Channel.)

Third, the Planning Commission’s approval of the Tranquillon Ridge project did not include any revisions to the
consolidated facility requirements placed on the original Point Pedernales project by the County. Under the
revised Final Development Plan adopted by the Planning Commission in its approval of the Tranquillon Ridge
project, other users® would continue to have the same degree of access to the LOGP and other PXP facilities as
they do today. The demonstrations currently necessary to allow other users to consolidate at the LOGP would
remain the same with implementation of the Tranquillon Ridge project as approved by the Planning Commission
as they are for the existing Point Pedernales project.

PXP’s consolidated use requirements are specified in Condition Q-9 of its FDP. Condition Q-9 does not, per se,
establish a requirement that other developers use the LOGP for processing their oil or gas. Rather, Condition Q-9
requires that, while PXP operates the LOGP, PXP must make excess oil and gas processing capacity at the plant
available to other developers ““in the event that the need for such facilities is demonstrated by other developers to
the Planning Commission...” If such need is demonstrated and excess capacity is not available, Condition Q-9
provides that PXP may be required to provide space for construction of additional permittable facilities, or reduce
its own throughput to accommodate other developers. Since the Point Pedernales project began operations in the
late 1980s, no other developers have applied for permits from the County or made the required demonstration of
need to the Planning Commission to use the LOGP facility for processing their oil or gas. P&D staff is aware of
discussions over the last few months between Vaquero Energy, Inc. and PXP regarding Vaquero’s access to the
LOGP for gas processing; however, no permit applications have been filed with the County.

The process for determining whether the LOGP is an appropriate site for processing gas from sources other than
the offshore Point Pedernales field, the onshore Lompoc field, or, if approved, the offshore Tranquillon Ridge

4 Santa Barbara County Safety Element Supplement Hazardous Facility Safety policies 1-A, 2-B, 3-A and Gas Pipeline Safety

policies 1-A and 2-B (see Attachment A.2 B, Planning Commission Staff Report, Attachment D, pp. D-39 — D-40).

> County Comprehensive Plan Land Use Element, South Coast Policy 5, pp. 93-a through 93-c.

® «Other user” or “other developer” refers to an entity, other than the facility owner, that retains ownership of its oil or gas input
until after it is processed at the facility. These terms do not apply to vendors who sell their raw input to the plant
owner/operator prior to processing.
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field, begins with an application from the potential other user. This application must include, among other things,
a complete description of the source of the gas and all new facilities, such as pipelines, that would be constructed
for the project. The application is reviewed by County staff for completeness and once that determination has
been made, environmental review commences with preparation of an Initial Study. The Initial Study identifies
the appropriate type of CEQA document (Negative Declaration or EIR) for the proposed project. The document
is then prepared and includes a comparative assessment of the public safety and environmental impacts of
processing the gas at the LOGP or at alternative sites. This assessment is conducted in the context of existing
(baseline) conditions at the time and the reasonably foreseeable demand for additional gas processing capacity in
the future. The environmental analysis will provide information relevant to determine the preferred site for gas
processing, taking into account a number of factors, including distance from the production site and proximity to
residences or other sensitive uses. Once the environmental review process is completed, the document and the
permit application are considered by the decision-maker. In order to grant approval of the project, the County
must find that the gas processing facility has been sited in compliance with the criteria of the 1990 Siting Study
described above. If an approval includes use of the LOGP for a user other than PXP, PXP is required to
accommodate the other user, pursuant to Condition Q-9. County involvement through Condition Q-9 is necessary
only where a new user and PXP cannot agree on the terms for using the LOGP. If this occurs, each party is
allowed to make its case before the County decision-maker and the County determines whether the terms are
reasonable.

The environmental effects, including cumulative effects, of closing the LOGP are properly addressed at the time
the owner/operator applies for a Decommissioning and Reclamation permit, as required by County ordinance
(LUDC Section 35-56). If other permitted users are dependant on the LOGP for oil or gas processing at the time
the LOGP is proposed to be decommissioned, this will be identified in the environmental review and taken into
account by the decision-makers at that time. County policies provide for an examination of options available to
other users at the time a consolidated facility is slated for abandonment.

Summary and Recommendation: To reiterate, (1) the LOGP is required to be operated as a consolidated facility
as long as it is in operation and to be accessible to other permitted users on an equitable and non-discriminatory
basis; (2) the LOGP is not a County-designated consolidation site for oil or gas processing; and, (3) County
involvement through PXP’s Condition Q-9 is not triggered if PXP and a permitted other user are satisfied with the
terms of consolidated use. At this time, the County cannot foresee with reasonable reliability what the demand
for use of the LOGP for processing oil or gas produced from sources other than Point Pedernales or Tranquillon
Ridge will be in 2022. This and other circumstances relevant to a decision regarding other producers’ use of the
LOGP may change over the next 14 years. Such circumstances include the extent of residential or other
development in the North County, the locations of the new sources of input to the LOGP, and likely routes of new
pipelines, in particular sour gas pipelines, to the LOGP. The LOGP may or may not be the best site for oil and
gas processing from sources other than the Point Pedernales, Tranquillon Ridge, and Lompoc fields in the future.
In light of the uncertainties surrounding future use of the LOGP, staff recommends that the second paragraph of
Condition A-6 of the PXP Final Development Plan as approved by the Planning Commission for the Tranquillon
Ridge project be modified as follows:

On or before December 31, 2022, all oil and gas production, transportation, and processing

associated with the Tranquillon Ridge Project permitted and Platferm-trene,the-Lompee OH-and
Gas—Plant,—and—the—oil—gas,—and-produced—water—return—pipelines—operated under this Final

Development Plan shall permanently cease.

This revised permit condition language would still require cessation of PXP’s production and processing activities
associated with the Tranquillon Ridge project, as requested by PXP, but would not automatically require closure
of the LOGP at that time. In accordance with current FDP Condition R-1, if cessation of Tranquillon Ridge
operations causes LOGP throughput to fall below 3% of the permitted capacity, the County is required to review
the facility permits and conduct a public hearing to determine if abandonment or other actions are appropriate.
This process provides an opportunity for other users, if there are any, to demonstrate their need for the facility to
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remain in operation and for the County to assess available options and weigh the benefits of keeping the LOGP
operating against the benefits of its closure.

Appeal Point 2

B. The Proposed Modification to FDP Paragraph A-6 conflicts with other provisions of the FDP

Recognizing the need for consolidation of oil and gas processing in Santa Barbara County in order
to reduce and avoid cumulative effects of a multitude of such facilities in the coastal zone, the current
(Appendix M) Conditions of Approval provide in Condition Q-9 that “PXP shall operate its facilities as
consolidated oil and gas facilities, including gas reinjection facilities, with access for use available on a
nondiscriminatory and equitable basis.” Condition Q-9 also provides that where “the need for [oil and gas
processing facilities] is demonstrated by other developers to the Planning Commission, PXP shall make
available to such other developers any excess capacity of the PXP project facilities.” Notwithstanding its
obligations under Paragraph Q-9, PXP has been unwilling to make the LOGP available to other oil and gas
developers on a commercially reasonable basis even though it currently has sufficient excess capacity to do
s0. More troubling, however, is that the Planning Department has proposed new language in Paragraph A-
6 of the FDP that will allow PXP to unilaterally close the “consolidated” LOGP in 2022—notwithstanding
that other producers are reliant on the LOGP as the only reasonably available facility for oil and gas
processing. Allowing such a closure will produce exactly the type of cumulative adverse environmental
effects discussed above.

Response to Appeal Point 2

Revised Condition A-6 does not conflict with Condition Q-9. Specification of an end date in Condition A-6 does
not affect the application of FDP Condition Q-9. Condition Q-9 requires PXP to operate the LOGP as a
consolidated facility throughout its operational lifetime, regardless of the actual project end date. The LOGP is
part of the existing Point Pedernales project, which is expected to reach the end of its operating life in about 2022,
as discussed in Section 2.2.6 of the Tranquillon Ridge EIR. The LOGP is required to be abandoned and
decommissioned at the end of the Point Pedernales project lifetime, in accordance with County policy and permit
requirements (LUDP 11 and LUDC Section 35-56). The decision to cease operations at the LOGP can be made
by PXP at any time.”

Condition A-6, as adopted by the Planning Commission for the Tranquillon Ridge project, specifies the project
end date as December 31, 2022. This end date approximately coincides with the anticipated end of the existing
Point Pedernales project life, with or without the Tranquillon Ridge project, and thus would not reduce the
operational life of the LOGP. Condition Q-9 was not substantively® revised by the Planning Commission for the
Tranquillon Ridge project and would continue to apply in the same manner it applies today, whether or not the
Tranquillon Ridge project goes forward.

The appeal point is confused as to the proper application of the Point Pedernales/Tranquillon Ridge FDP
conditions regarding consolidated use of the LOGP. As summarized under Response to Appeal Point 1 above, in
order for the County to intervene under Condition Q-9, the following steps must first occur:

1. A potential “other user” must apply for a permit from the County to bring its production to the LOGP for
processing.

2. The County must review the permit application, including both environmental and policy consistency
review.

" In addition, Condition R-1 of the Final Development Plan requires that if the level of oil or gas processed at the LOGP drops to
less than 3 percent of the permitted capacities, the County *“shall review the facility permits and conduct a public hearing to
determine if abandonment or other actions are appropriate.”

8 A minor revision to refer to the “Lompoc Oil and Gas Plant” rather than the “HS&P” was made by the Planning Commission.



Vaquero Energy, Inc. Appeal of Tranquillon Ridge Approval Hearing Date: August 19, 2008
Case #08APL-00000-00020 Page 9 of 25

3. The County must determine that the LOGP is the best alternative for processing the new oil or gas.

4. The County must determine that PXP and the other user have complied with the requirements of PXP’s
FDP Condition A-18.°

5. The County must approve the other user’s permit including consolidated use of the PXP facilities.

6. The permitted other user must provide evidence to the County that PXP’s terms of consolidation are
unacceptable and that agreement between the other user and PXP cannot be reached.

Only after each of these events occurs would the County become involved in a disagreement between PXP and
the other user as to whether PXP has provided access to the LOGP on a nondiscriminatory and equitable basis.
No other user, including VVaquero Energy, Inc., has applied to the County for a permit (Step #1) to bring oil or gas
to the LOGP for processing since the Point Pedernales project began operating.

There is no evidence that closure of the LOGP in 2022 would lead to a proliferation of oil or gas processing
facilities in the North County. There currently are no other users who “are reliant on the LOGP as the only
reasonably available facility for oil and gas processing” and no permit applications that would involve
consolidated use of any of PXP’s existing facilities have been filed.

Currently, there are about 20 operators in the North County who produce oil, gas, or both from onshore fields.
These operators and their 2006 oil and gas production levels are identified in the table below:

ONSHORE OPERATORS 2006 PRODUCTION — -
oIL (barrels) GAS (million cubic feet)
B.E Conway 69,663 46,004
Breitburn 577,017 354,555
Chevron 360 0
Cimarex Energy 0 0
E&B Natural Resources 263,981 275,913
Gitte-Ten 3,249 17,836
Grayson 49,262 0
Greka 510,447 486,299
Kore Energy 0 0
Off-Broadway 2,634 228
Phoenix Energy 57,661 57,719
PXP 154,387 179,977
Pyramid Qil 3,924 1,068
RMR Energy 0 0
Richards 18,558 0
Santa Maria Pacific Not available Not available
Sierra Resources 210,042 351,489
Southern California Gas 0 11,469,267
Temblor Not available Not available
Vaquero Energy 876 0
\Venoco 1,110,911 1,901,511
TOTALS | 3,032,972 3,672,599

Compiled from 2006 Annual Report of the State Oil & Gas Supervisor, California Dept. of Conservation,
Division of Oil, Gas, & Geothermal Resources; most recent available data.

® The text of Condition A-18 is presented under Response to Appeal Point 8. In summary, the requirements specified in
Condition A-18 are: (1) other user’s commitment to comply with the PXP FDP; (2) other user’s demonstration that significant
impacts will be mitigated to the extent feasible; (3) submittal to P&D of the proposed PXP-other user agreement for use of the
PXP facilities; and, (4) County approval of other user’s project.
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None of the onshore operators (other than PXP) have used the LOGP for gas processing and all continue to
operate in the North County. The onshore operators either re-inject their produced gas or use it onsite for fuel
after initial processing at the production site; excess gas is flared onsite and only PXP also sells gas to the
Southern California Gas Company. Because all other producers in the area continue to operate without using the
LOGP, it is unlikely that any of them would be affected by closure of the LOGP in 2022. Based on the fact that
other operators do not rely on the LOGP for oil or gas processing and such use of the LOGP in the future is
speculative, it is also unlikely that a meaningful environmental assessment of the effects of LOGP closure on
other users that may exist in the future can be made today. We note again that although Vaquero Energy, Inc. has
recently expressed interest in sending gas from a future operation to the LOGP, no permit applications have been
filed. CEQA does not require speculative analysis of environmental consequences for future and unspecified
development (CEQA Guidelines Sections 15126.6(f)(3), 15145, and 15146; Atherton v. Board of Supervisors of
Orange County (1983) 146 Cal. 3d 346). This point was discussed at the Planning Commission’s April 21, 2008
hearing (see Attachment A.4, Transcript, pp. 76-77). In any event, the recommended revision to FDP Condition
A-6 would not automatically require closure of the LOGP when Tranquillon Ridge operations cease in 2022.

The Tranquillon Ridge EIR adequately addresses the reasonably foreseeable cumulative impacts to which the
reduced-lifeTranquillon Ridge project would contribute. Significant contributions to cumulative effects
associated with the 30-year project evaluated in the EIR are related to NGL/LPG trucking, oil spills and spill
clean-up activities, and visual impacts associated with Platform Irene, the Surf substation, and the LOGP (see
Attachment A.2, Planning Commission Staff Report, Table 5, p. 31). The 2022 end date would not be expected to
increase any of these significant cumulative impacts more than the 30-year project would. As presented in the
Tranquillon Ridge EIR, production of the Tranquillon Ridge field would be conducted within the permitted oil
and gas throughput volumes for the existing pipelines and LOGP. PXP has not proposed, nor has the County
approved, more intensive development of the Tranquillon Ridge reserves under the reduced-life project. Thus, the
significant cumulative impacts associated with increased production over current levels (oil spills and NGL
trucking) would be the same as evaluated in the EIR for the 30-year project. For example, the Tranquillon Ridge
project as approved by the Planning Commission would result in the same increased amount of oil produced and
in the pipeline, and thus the same increased annual risk of an oil spill as that associated with the 30-year
Tranquillon Ridge project. The number of trucks used to take the gas liquids from the LOGP also would be the
same for the reduced-life project as for the 30-year project and so cumulative impacts associated with that
trucking would remain significant with the reduced-life project. “Extension-of-life” cumulative visual impacts
associated with the continued presence of the platform, electrical substation, and LOGP would not occur for the
reduced-life project as approved by the Planning Commission because project operations would not extend
beyond 2022, the estimated end of the existing Point Pedernales project operations. With the revision to FDP
Condition A-6 recommended under Response to Appeal Point 1 above, extension-of-life impacts associated with
the operation of the LOGP beyond 2022 could occur; however, these impacts would not be attributable to the
Tranquillon Ridge and would be assessed if necessary in the future for the County’s consideration of continued
LOGP operations for other user(s).

Appeal Point 3
C. The “Reduced Life Tranquillon Ridge Project” alternative was never properly reviewed under
CEQA
(1) The Project Description in the EIR is materially different than the project the Planning

Commission is being asked to approve

CEQA was enacted to provide the citizens of California with a meaningful opportunity to obtain
an understanding of the actions of their government, and to participate in the governmental decision-
making process. (See CEQA Guidelines, Cal. Code Regs., tit. 14, sec. 15121, subd. (a) [hereinafter
“Guidelines”].) In this vein, the Supreme Court of California has provided that CEQA shall be
scrupulously followed so that the public will know the basis on which a project has been approved or



Vaquero Energy, Inc. Appeal of Tranquillon Ridge Approval Hearing Date: August 19, 2008
Case #08APL-00000-00020 Page 11 of 25

rejected, and may respond accordingly if there is disagreement with the decisions. The EIR process,
therefore, protects not only the environment, “but also informed self-government.” (Laurel Heights
Improvement Assn. v. Regents of the University of California (1988) 47 Cal. 3d 376, 392 [26 Cal. Rptr. 2d
231].)

The “Reduced Life Tranquillon Ridge Project” (hereinafter “Reduced Life Alternative™), which
first saw the light of day" in a front page story in the Los Angeles Times, has never been reviewed in a
CEQA document and the public knows nothing of it other than what has been reported in the press. Though
the staff report glosses over the issue, there are potentially significant differences between the Reduced Life
Alternative and the Tranquillon Ridge Preferred Alternative that was proposed in the EIR.

The Reduced Life Alternative, as discussed in the staff report, is not simply a recasting of the
Preferred Alternative addressed in the EIR. It is materially different because it may reduce the life of the
LOGP by as much as one-half. While the preferred alternative in the EIR would potentially allow onshore
oil and gas production to continue at onshore facilities (by virtue of continued access to the LOGP and
associated pipelines and other infrastructure) until or beyond 2037, the Reduced Life Alternative, and its
attendant closure of LOPG and the oil and gas processing facility in Lompoc and Gaviota, cuts off access to
these oil and gas processing facilities after 2022. While the NGOs and Planning Department might
consider such closure environmentally beneficial,” these impacts are nevertheless very different than those
that would pertain under the Preferred Alternative. Table 2 of the Planning Commission Staff Report
attempts to demonstrate that impacts would be the same under the two alternatives. However, Table 2 is
misleading because the total amount of oil and gas to ultimately be produced under each alternative
appears to remain the same, or nearly so, while the period of extraction is reduced from 30 years to no
more than six years. Thus, apparently the amount of production and processing that would occur in six
days under the Preferred Alternative will now occur in one day under the Reduced Life Alternative. Such
an intensive increase in the daily production of oil and gas would presumably lead, over the short term, to
proportionally greater emissions of air pollution, higher volumes of drill mud and cuttings and other
“different” effects than those considered in the EIR. We do not know for certain what the different impacts
will be because the EIR does not tell us. CEQA does not countenance such omissions. (Cf. Guidelines sec.
15121, subd. (a).)

! We utilize the term “light of day” guardedly since the agreement that gave rise to the newly minted Reduced Life
alternative remains “confidential,” (Planning Commission Staff Report at p. 6) and neither the public, nor the Planning
Commission, knows the full extent of the agreement between PXP and the NGOs that are parties to an agreement.

2 Vaquero does not agree that the Reduced Life Alternative will produce entirely beneficial environmental impacts. In
addition to causing economic calamity for individuals employed in the oil/gas production industries, the closure and
removal of pertinent infrastructure at and around the LOGP and Gaviota may lead to adverse effects to the physical
environment such as urban blight and contaminated (but abandoned) properties. Blight may occur because small-scale
owner/operators of these production facilities may be unable to realize the full return on their investments and may be
financially unable to remediate or redevelop their industrial properties. CEQA requires consideration, and where
appropriate, mitigation to prevent blight or “urban decay.” (See Bakersfield Citizens for Local Control v. City of
Bakersfield (2004) 124 Cal. App. 4™ 1184, 1215.)

Response to Appeal Point 3

The reduced-life (2022) Tranquillon Ridge project fits within the EIR assessment “envelope.” The Tranquillon
Ridge EIR evaluated, among other alternatives, the “No Project” alternative (“zero life”), as required by CEQA,
and the project first proposed by PXP (~30-year life; 2037). The December 31, 2022 operations end date adopted
by the Planning Commission would not reduce the life of the LOGP; rather, it is the same as the approximate end
date currently expected for the LOGP, which is part of the baseline conditions identified in the EIR. The 2022
end date would not extend or intensify any significant environmental impacts identified for the Tranquillon Ridge
project in the EIR. Rather, it would avoid certain significant impacts (see Attachment A.2, Planning Commission
Staff Report, Tables 3 and 4) that would result from extending the life of the Point Pedernales project beyond its
estimated end in 2022. Please see Response to Appeal Point 4, below, for additional discussion of how the
project description for the Tranquillon Ridge project with the 2022 end date is not materially different from the
Tranquillon Ridge project description in the EIR.
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There is no evidence that ending Tranquillon Ridge operations in 2022 would result in new or increased
significant project-specific or cumulative impacts. There are no other users of the LOGP and no permit
applications are pending for such use. At this time, based on statements made to staff and in its appeal of the
Tranquillon Ridge project, the only potential consolidated user is the Appellant. Other known oil and gas
producers in the North County have found or developed adequate processing capabilities other than the LOGP
since that facility began operating. Given that there are no other users of the LOGP and no applications are
pending for such use, there is no substantial evidence that closure of the LOGP would affect any other user. With
no other users, or “small-scale owner/operators™ currently dependent on the LOGP in order to realize the “full
return on their investments,” there is no potential for the plant’s closure to lead to ““urban blight and
contaminated (but abandoned) properties.” The Appellant has offered no evidence (1) that it will become an
approved consolidated user of the LOGP and thus potentially affected by LOGP closure; or, (2) of any ““economic
calamity,” ““urban blight,”” or ““urban decay” that could reasonably be expected to occur due to closure of the
LOGP. Existing County policies (LUDP 13), regulations (LUDC Section 35.56), and permit conditions (such as
Condition R-4 for the Tranquillon Ridge project approved by the Planning Commission; see Attachment A.1)
provide a reasonable level of protection for the County against the illegal abandonment of oil and gas facilities
and contaminated sites.

The Tranquillon Ridge EIR is adequate with respect to future closure of PXP facilities. Given the uncertainties
surrounding baseline conditions at the time of decommissioning, regardless of whether that occurs in 2022 or
2037, a detailed assessment of impacts associated with decommissioning the LOGP is speculative at this time.
The Point Pedernales and all other offshore oil and gas projects were originally conditioned to ensure that
abandonment of the projects’ related onshore facilities would be conducted in accordance with County
requirements.’®  Recognizing that the potential environmental impacts of decommissioning could be similar to
those for construction, the County currently requires that a project owner obtain a Demolition and Reclamation
(D&R) permit prior to initiating removal of its oil and gas facilities. Section 35.56.110 of the County’s Land Use
and Development Code requires, among other things, that decommissioning and restoration activities undergo
environmental review prior to approval of a D&R permit. This approach is designed to assure that potential
impacts from decommissioning activities are assessed and mitigated based on conditions existing at the time of
decommissioning.

Table 2 in the Planning Commission Staff Report does not address total production. Estimated production from
the reduced-life project is presented in the revised production curves provided by PXP (Attachment A.2, Planning
Commission Staff Report, p. 16, Figures 7a and 7b). Total production from the reduced-life Tranquillon Ridge
project would occur over a 14-year period, not a six-year period, and would be expected to be less than that for
the 30-year project analyzed in the EIR, as indicated in the production curves. Generally speaking, increased
production rates could increase some significant environmental impacts. However, in this case, PXP has not
proposed, nor has the County approved, any change in the pace or rate at which PXP would drill and produce the
Tranquillon Ridge field (that is, oil and gas production would occur in accordance with the existing/baseline
permitted throughput volumes for the pipelines and the LOGP). Thus, the extent and severity of impacts that
result from the rate of production for the reduced-life project would not change from that analyzed in the EIR for
the 30-year project. The total amount of oil and gas actually recovered under the reduced-life project likely would
be less than PXP’s ultimate recoverable reserve estimates of 170-200 million barrels of oil and 40-50 billion
standard cubic feet of gas for the Tranquillon Ridge Field. Actual total production amounts lower than the
estimated total reserves would not result in any increased environmental impacts associated with the Tranquillon
Ridge project beyond those identified in the EIR.

10 pXP Point Pedernales Condition R-2 and recommended Tranquillon Ridge Conditions R-2, R-3, and R-4; PXP Arguello
Condition R-2; and, Exxon Santa Ynez Unit Condition XIX-1.
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Appeal Point 4
C. The “Reduced Life Tranquillon Ridge Project” alternative was never properly reviewed under
CEQA
(ii) The Planning Commission is required to recirculate the EIR prior to certification

CEQA requires recirculation of an EIR whenever significant new information is added to the EIR
after notice of public review has been given, but prior to the public agency’s final certification of the EIR.
(Pub. Resources Code, sec. 21092.1; Guidelines sec. 15088.5.) “New information” includes changes to the
project itself, or changes to an alternative. (Ibid.) When recirculation is required, the public agency is
required to issue a new notice and allow the public additional opportunity to review, comment and consult.
(Ibid.) As discussed above, the Agreement between PXP and the NGOs, as incorporated into the FDP,
clearly constitutes “significant new information” because it represents an entirely different alternative with
substantially different impacts likely to flow therefrom, and for which the public has never been afforded a
meaningful opportunity to review and comment. The situation here is quite the opposite of the scenario
where a change “merely clarifies or amplifies or makes insignificant modifications in an adequate EIR.”
(Guidelines sec. 15088.5 subd. (b).) If the Planning Commission intends to approve the Reduced Life
Alternative and associated findings and changes to the FDP, it may only lawfully do so after it recirculates
the EIR (after incorporating a complete explanation of the Reduced Life Alternative and associated
environmental impacts as the Preferred Alternative).

Response to Appeal Point 4

Revision and recirculation of the Tranquillon Ridge EIR is not necessary or required. PXP’s request to include
the 2022 end date in its project description does not meet any of the criteria for recirculating the EIR. These
criteria are provided in CEQA Guidelines Section 15088.5(a) and discussed below.

@ A new significant environmental impact would result from the project or from a new mitigation
measure proposed to be implemented.

No new significant impacts would result from implementation of the reduced-life project rather than the 30-year
project analyzed in the EIR. Ending Tranquillon Ridge production in 2022 would not reduce the life of the
existing Point Pedernales operations. The LOGP was expected to be closed and decommissioned in about 2022,
with or without the Tranquillon Ridge project; this is the baseline, or No Project, scenario. When the Point
Pedernales project was originally approved in 1986, the expected lifetime for Platform Irene was about 20 years,
or about the year 2010;'* estimates of the Point Pedernales lifetime now range from 2018 to 2024."2

The reduced-life project is not “an entirely different alternative with substantially different impacts.” The
reduced-life project is the same in nearly every aspect as the originally proposed project evaluated in the EIR and
would provide for a substantial increase in oil and gas production within the baseline lifetime of the existing Point
Pedernales facilities. Major aspects of the reduced-life project are the same as originally proposed by PXP; these
are:

e New oil and gas lease(s) from the State;

e Use of existing facilities for producing, transporting, and processing the Tranquillon Ridge oil and gas;
o Potential need for limited new infrastructure (pumps at Valve Site #2);

e Pace of drilling and production;

e Discharge of produced water at Platform Irene;

e Support boat and helicopter trips to Platform Irene; and,

1 Union Oil Project and Central Santa Maria Basin Area Study EIR/EIS, June 24, 1985, p. R-2-88.
12 These estimates are based primarily on market factors such as the price of crude oil and production costs that can fluctuate over
time.
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e Gas liquids truck trips from the LOGP.

The reduced-life project is different from the 30-year project in that it would limit the Tranquillon Ridge project
to the same expected lifetime as the existing Point Pedernales project. The operating lifetime of the existing
facilities, including the LOGP, is tied to production from the Point Pedernales field. Production from the Point
Pedernales field is estimated to end in about 2022. Thus, under the Tranquillon Ridge project with the end date
adopted by the Planning Commission, the LOGP would be expected to close within about the same time frame as
it would without the additional development of the Tranquillon Ridge field proposed by PXP (the No Project
alternative).

The Planning Commission determined that, overall, the impacts of a reduced-life Tranquillon Ridge project would
be similar in nature and less extensive than those associated with the 30-year project. Based on the evidence in
the record, the 2022 end date would not cause any new or increased significant impacts that have not already been
evaluated and mitigated. Specific impacts related to facility closure are properly evaluated once the decision to
close the facility has been made and prior to actual decommissioning and equipment removal. The County
requires (LUDC Section 35-56; PXP FDP Conditions R-2, R-3) that the impacts of decommissioning PXP’s
facilities be evaluated and mitigated at the appropriate time. Thus, the Tranquillon Ridge EIR does not need to be
recirculated solely to incorporate the 2022 (baseline) project end date.

2 A substantial increase in the severity of an environmental impact would result unless mitigation
measures are adopted that reduce the impact to a level of insignificance.

The Planning Commission adopted feasible mitigation measures as conditions of approval for the Tranquillon
Ridge project. Certain significant impacts associated with extending the life of the Point Pedernales project
beyond 2022 would be avoided with the reduced-life Tranquillon Ridge project. None of the impacts identified in
the EIR would be expected to increase in severity and no new significant impacts would result from operating the
project until 2022 rather than 2037.

3 A feasible project alternative or mitigation measure considerably different from others previously
analyzed would clearly lessen the environmental impacts of the project, but the project’s
proponents decline to adopt it.

The project proponent, PXP, has not declined to adopt any of the mitigation measures adopted as conditions of
approval and no new feasible project alternatives have been identified. Operating the Tranquillon Ridge project
within the same expected lifetime of the Point Pedernales project would clearly lessen certain significant
environmental impacts of a 30-year project, such as lifetime risk of an oil spill. PXP proposed, and the Planning
Commission approved, ending the Tranquillon Ridge project by the end of 2022, the approximate end of the
existing Point Pedernales project.

(@) The draft EIR was so fundamentally and basically inadequate and conclusory in nature that
meaningful public review and comment were precluded. (Mountain Lion Coalition v. Fish and
Game Com. (1989) 214 Cal.App.3d 1043)

The Tranquillon Ridge EIR is fundamentally and basically adequate and is not conclusory in nature. The EIR was
prepared under the auspices of a Joint Review Panel comprising staff from the County, the State Lands
Commission and the California Coastal Commission, with advisory assistance from staff of Vandenberg Air
Force Base and the Santa Barbara County Air Pollution Control District, all of whom provided input to the EIR.
The document presents extensive and accurate baseline information regarding the physical environment that could
be affected by the Tranquillon Ridge project in each of sixteen major issue areas. All assessments required under
CEQA are included in the document and are supported by substantial evidence in the record. Meaningful public
review and comment was not precluded in any way. County staff prepared and circulated a public Scoping
Document that identified issues to be addressed in the EIR prior to holding a noticed, public scoping hearing on
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March 29, 2006 to discuss the scope of the EIR with interested persons. The Draft EIR was prepared by a
qualified consultant contracted by the County at a noticed public hearing of the Board of Supervisors on July 11,
2006. The Draft EIR was circulated for public review from October 31, 2006 through January 16, 2007,
approximately ten weeks, rather than the minimum 45 days (six and a half weeks). A noticed, public workshop
on the Draft EIR was held on November 15, 2006 and a noticed, public comment hearing was held on December
11, 2006. (The State Lands Commission staff also held a noticed, public hearing regarding fisheries issues in
Santa Barbara on November 13, 2007.) Several comment letters were received and are presented, with responses,
in Section 9.0 of the Final EIR, which was released on March 27, 2008. Revisions to the EIR text made in
response to comments received also are noted in the Final EIR. Some comments on the Draft EIR referred to
evaluation of the environmental effects of facility abandonment and decommissioning; however, no comments on
the Draft EIR referenced other potential users of the LOGP.

Appeal Point 5

D. The Reduced Life Alternative and the Preferred Alternative are both inadequate because they fail to
disclose important aspects of the project

A “project” under review may not be described in a CEQA document in a manner that fails to
fully disclose the true potential environmental impacts flowing from governmental action. (Guidelines,
sec. 15378, subds. (a), (c).) Instead, a project description must adequately apprise interested parties of the
true scope of the project in order to allow the public, and the agency, to make informed decisions regarding
a project’s foreseeable environmental consequences. (City of Santee v. County of San Diego (1989), 214
Cal. App. 3d 1438, 1454-55; County of Inyo v. City of Los Angeles (1977) 71 Cal. App. 3d. 185, 193 [“A
curtailed or distorted project description may stultify the objectives of the reporting process. Only through
an accurate view of the project may affected outsiders and public decision-makers balance the proposal’s
benefit against its environmental cost.”]; Guidelines, sec. 15063. subd. (a)(1).)

The EIR, and the Reduced Life Alternative that purportedly amends it, both omit significant
elements from the project description thereby confounding public review and an understanding of the
Tranquillon Ridge Project’s likely consequences. Material elements omitted from the project description in
this case include, inter alia: 1) the removal, disposition and remediation of the comprehensive oil and gas
infrastructure located in northern Santa Barbara County that is to be decommissioned in 2022 as a direct
result of implementation of the Reduced Life Alternative (the execution of which is apparently enforceable
by both the County and local NGOs)?; 2) the construction of new oil and gas plants and pipelines to serve
the needs of existing onshore oil and gas production facilities after all of the existing infrastructure is
removed in accordance with PXP’s agreement with the NGOs; 3) the construction of upgrades to water
treatment facilities (the magnitude of which is unknown) at either Platform Irene or at the LOGP (the EIR
does not clearly specify) so that produced water can once again be legally discharged at Platform Irene in
accordance with its EPA General NPDES; and 4) operations and environmental effects associated with the
reinjection of produced water and other wastes at the Lompoc Qil Fields (how much injected and for how
much longer).

®See April 17, 2008 Letter from Linda Crop, [sic] environmental Defense Center to Santa Barbara County Planning
Commission at pp. 4-5.

Response to Appeal Point 5

Description and assessment of abandonment and decommissioning activities in the EIR is speculative at this time.
Regardless of whether the Tranquillon Ridge project stops operating in 2022 or 2037, the baseline environmental
conditions for decommissioning activities could be different than the baseline that exists today. Therefore, a
detailed assessment of the impacts associated with decommissioning would be speculative at this time.
Recognizing that decommissioning and reclamation of major oil and gas facilities in the County could create
significant environmental impacts, in some cases similar to those that result from construction of the facilities, the
County requires that the project owner/operator obtain a Demolition and Reclamation permit prior to initiating
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removal of its oil and gas facilities. County Land Use and Development Policy 13 and Section 35.56 of the
County’s Land Use and Development Code require, among other things, that the decommissioning and
reclamation efforts undergo environmental review prior to approval of this permit and initiation of the activities.
This approach assures that decommissioning and restoration activities are assessed for potential impacts based
upon the environmental conditions at the time of decommissioning and provides for feasible mitigation of those
impacts. The State Lands Commission, Coastal Commission, and federal Minerals Management Service also
must review and oversee decommissioning efforts for facilities within their purview.

A need for “new oil and gas plants and pipelines to serve the needs of existing onshore oil and gas production
facilities” once the PXP facilities cease operating is highly speculative and cannot be definitively assessed at this
time. Currently, there are no other onshore oil and gas producers using the PXP facilities. Staff is aware that the
Appellant recently began investigating use of the LOGP for gas processing, but no permit application has been
filed with the County. In any case, once an application is filed, the County would need to determine whether the
LOGP is the best site for gas processing for that potential project and any forecasting of that decision would be
speculative at this time. Because there is no evidence that decommissioning of the PXP facilities would give rise
to either the need for or construction of new oil and gas plants or pipelines in the County, it would be
inappropriate to attempt an analysis of the impacts of such construction in the Tranquillon Ridge EIR. Please
refer to Response to Appeal Point 2 for additional discussion of this point.

Water treatment system upgrades at the L OGP were previously reviewed, permitted and installed. The portion of
the 2002 Tranquillon Ridge EIR that addressed the water treatment upgrades at the LOGP was certified in June
2002 and the upgrades were permitted and completed. At this time, no additional upgrades are needed at the
LOGP for the produced water treating system. The Final EIR, p. 2-7, notes that, in light of PXP’s estimation that
the water content of its existing wells in federal waters will continue to increase, PXP is designing upgrades to the
Platform Irene water handling system to add water separation and polishing equipment for treating the produced
water to NPDES standards for discharge to the ocean. The need for this equipment is not due to the Tranquillon
Ridge project, but rather to the need treat water produced from the existing federal wells (Point Pedernales field).
Adding this equipment is not a major construction effort or significant modification of current operations on the
platform. Delivery of the equipment to the platform and installation activities would be conducted within normal
operations and existing permitted activity levels associated with the Point Pedernales project. These clarifications
are recommended for addition to the Final EIR (see Attachment A.3). PXP’s reinjection of produced water at the
Lompoc Oil Field is part of the baseline conditions and this practice would continue with or without the
Tranquillon Ridge project. PXP has not proposed any change to this practice, nor would this practice affect or be
affected by the Tranquillon Ridge project.

Appeal Point 6

E. The EIR contains an inadequate alternatives analysis

CEQA requires that an EIR fully consider all reasonable alternatives prior to its certification.
(Guidelines sec. 15126.6, subd. (a); see also Residents Ad Hoc Stadium Committee v. Board of Trustees
(1979) 89 Ca. App. 3d 274, 286; Foundation for San Francisco’s Architectural Heritage v. City and
County of San Francisco (1980) 106 Cal App. 3d 893, 910.) As explained below, the EIR failed to make a
reasoned comparison of the environmental impacts associated with each reasonable alternative for two
reasons.

First, as previously explained, the EIR as circulated to the general public entirely omits any
reference to, or analysis of, the Reduced Life Alternative. The Planning Commission’s posting of an
entirely new alternative, yielding different environmental effects, less than one week before the Planning
Commission’s consideration of the EIR,” entirely precluded the public from evaluating and comparing the
benefits and burdens associated with the Reduced Life Alternative. Had the public at large (rather than a
few select NGOs) been given an opportunity to evaluate the Reduced Life Alternative in a meaningful
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manner, then the public could have weighed the purported environmental benefits of the de facto abolition
of oil exploration and production in Northern Santa Barbara County by producers other than PXP by 2022°
against other countervailing societal considerations. Such considerations could have included: 1) the
substantial reduction in local tax revenues that would accompany the loss of oil production in the region
(see April 17, 2008 Letter from ExxonMobil to Planning Commission at p. 2.); 2) the ever-increasing
financial burden on local (and national) consumers while significant quantities of known oil reserves
potentially remain untapped in an active oil field (Ibid.); 3) the national security dangers posed by over-
reliance on foreign sources of oil when domestic supplies are known and suitable for production (with
minimal additional investment); 4) the economic damage to the County associated with job losses and loss
of investment that would likely accompany the closure of oil and gas production facilities in northern Santa
Barbara County; and 5) the environmental effects of leaving remaining producers of oil and gas in the
region with no facility to process their production.

As the Planning Department acknowledges in Section 1.8 of the staff report, there is an overriding
need to develop an “interim source of domestic oil and gas production” in California. (Cf. August 30, 1985
Coastal Development Permit for Platform Irene and Associated Infrastructure at p.18 [attached to Appendix
M of Tranquillon Ridge EIR] [noting national interest in permitting domestic energy production in the
coastal zone].) Interested citizens should have been given an opportunity to weigh the societal costs of the
Reduced Life Alternative against the environmental benefits of terminating virtually all oil and gas
production/processing in 2022 versus 2037. But they were never given the opportunity—thereby violating
CEQA. (See generally Guidelines, sec. 15126.6, subd. (a) [an agency must consider a “reasonable range of
potentially feasible alternatives that will foster informed decision-making and public participation]).

The EIR also fails to fully evaluate an alternative that would potentially “avoid or substantially
lessen. . . significant effects of the project” as required by CEQA. (lbid.) ExxonMobil and Sunset
Exploration, Inc. (hereinafter Exxon), have a competing application for the Vahevala project. The
Vahevala project seeks to extract the same (or greater quantities) of oil from the Tranquillon Ridge from an
onshore location at VVandenberg Air Force Base. The most significant and unavoidable potential impacts
associated with both the Preferred Alternative and the Reduced Life Alternative are associated with an off-
shore oil spill that fouls marine waters and harms marine wildlife. (Staff report at p. 22; Proposed
Findings, at p. A-14.) Indeed, four of the ten impacts classified in the EIR as “Class I” and “unavoidable”
concern the potential for off-shore spills. This very serious environmental concern is largely eliminated
when oil is extracted from an on-shore facility. (Staff report at p. 36.) Yet, even while acknowledging that
more detailed information could support a finding that the Exxon Vahevala project is the least
environmentally damaging alternative, the staff report paradoxically precludes such an evaluation by urging
the Planning Commission to approve the Reduced Life Alternative now (due to the advantage of
terminating all of PXP’s oil production operations within 14 years) rather than allowing Exxon to complete
its own CEQA and NEPA evaluations so that a fair comparison of overall adverse effect can be made. (See
April 17, 2008 letter from ExxonMobil to Planning Commission at p. 2.). The proposed Vahevala project
is capable of avoiding or substantially lessening significant effects of the project associated with oil spills
into the marine environment. The EIR violates CEQA by declining to obtain a more detailed description of
Exxon’s proposed action for purposes of comparison in the EIR. (Guidelines, sec. 15 1 26.6, subd. (b).)

*We note, with concern, that the Reduced Life Alternative was materially and substantively amended on April 16
through a document purported to be an “errata sheet.” The net result of the new alternative and hastily added findings,
in combination with the extensive errata, is that it is nearly impossible for the public to ascertain what it is exactly that
the Planning Commission is being asked to approve on Monday, April 21. (See http://www.countyofsh.org/energy/
documents/projects/08_04-15TranRidgeERRATA-StaffReport&FEIR.pdf.)

®The closure of the LOGP and the Oil/Gas Processing Facility at Gaviota, as apparently agreed upon by PXP, may
result in the shut-down of all oil and gas production in Northern Santa Barbara County due to the lack of available oil
and gas processing facilities.

Response to Appeal Point 6

The Tranquillon Ridge EIR is adequate with respect to the alternatives analyses. As discussed in Response to
Appeal Point 4, above, the reduced-life Tranquillon Ridge project is not ““an entirely new alternative.” All major
components and operating parameters of the project remain the same as those evaluated in the EIR for the
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proposed project, regardless of the 2022 end date. The year 2037 is an estimated life for the purposes of CEQA
review and 2022 equates with the baseline lifetime of the existing Point Pedernales project. The EIR properly
does not discuss projected local tax revenues associated with the Tranquillon Ridge project and this was not the
subject of any comments made on the Draft EIR during the public review period.

It is not appropriate for the Tranquillon Ridge EIR to sort through highly charged political and national energy
policy matters. The EIR is a project-specific analysis of the environmental impacts that could occur if the
Tranquillon Ridge project is implemented. The EIR includes a range of reasonable and feasible alternatives,
including the No Project alternative, which would result in an end to current operations (including the LOGP) in
about 2022. The project proponent is well within its rights to request incorporation of a specific end date for
project operations in the description of its proposed project.

Regarding “‘economic damage™ to other operators when the LOGP ceases operations, the Appellant offers no
evidence that terminating LOGP operations in 2022 would result in (1) the closure of any other oil and gas
facilities in the County; or (2) any economic damage to the County. There is no substantial evidence that
adoption of the 2022 project end date for the Tranquillon Ridge project would result in loss of “oil production in
the region” or a ““substantial reduction in local tax revenues.” All other producers that operate in North County
fields (as discussed under Response to Appeal Point 2) have implemented other options for handling their
production and do not rely on PXP facilities for processing oil or gas. The Appellant is the only operator to
approach PXP with a proposal to sell its gas to PXP and this has occurred recently. In any event, the 2022 end
date is recommended to be applied only to the Tranquillon Ridge project (see Summary and Recommendations
under Response to Appeal Point 1) and not specifically to the Lompoc Oil and Gas Plant.

The Errata Sheet was not “extensive” and did not “materially and substantively”” amend the EIR. The Errata
Sheet referred to in the Appellant’s footnote #4 primarily addressed the Staff Report, not the EIR. The Errata
Sheet identified 19 simple corrections to the Planning Commission Staff Report and one minor correction (in two
places) in the Final EIR. These corrections did not substantively or materially amend the Tranquillon Ridge
project description, the description of any alternatives, or the EIR analyses. The Errata Sheet is included with
Attachment A.2, Planning Commission Staff Report.

The Tranquillon Ridge EIR description of the conceptual VAFB Onshore Alternative is adequate. The California
Environmental Quality Act (CEQA) requires that a reasonable range of alternatives to a proposed project be
described and evaluated in an EIR (CEQA Guidelines Section 15126.6(a)) and further directs that *““the discussion
of alternatives shall focus on alternatives to the project or its location which are capable of avoiding or
substantially lessening any significant effects of the project, even if these alternatives would impede to some
degree the attainment of the project objectives, or would be more costly”” (CEQA Guidelines Section 15126.6(b);
emphasis added). As described in EIR Section 3.3.3, the VAFB Onshore Alternative developed for the EIR: (1)
uses an onshore site on Vandenberg Air Force Base for drilling and production of the Tranquillon Ridge Field
instead of the offshore platform and pipelines to avoid or lessen marine impacts (primarily from oil spills)
associated with offshore oil and gas production and transportation; and, (2) maximizes use of the existing onshore
pipeline and processing (LOGP) facilities to avoid as much new onshore construction as possible. Thus, the
components of the VAFB Onshore Alternative were developed for the Tranquillon Ridge EIR to describe an
onshore alternative that would avoid or substantially lessen significant effects of the proposed project, as required
by CEQA.

The VAFB Onshore Alternative for the EIR was discussed with staff at VVandenberg Air Force Base to identify
potentially feasible components of the EIR alternative, such as the location of the drilling and production
equipment, pipeline routing, and provision of utilities. Several different pipeline route and processing scenarios
were considered in developing the basic features of the VAFB Onshore Alternative. These considerations are
summarized below, with corresponding information from the current ExxonMobil/Sunset County permit
application noted as well:
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Six different pipeline route scenarios, five of which were eliminated from detailed analysis in the EIR due
to greater potential to interfere with Base mission or to result in greater potentially significant
environmental impacts. All pipeline scenarios assumed that the new pipelines from the drillsite would
connect to PXP’s existing pipelines at a new tie-in station located just west of 13" street, within the Base
(FEIR, pp. 3-15 to 3-17).

The current ExxonMobil/Sunset proposal includes building new pipelines from the drillsite to the LOGP
and does not include use of existing pipelines except for transport of oil out of the County from near the
LOGP (December 2006 Vahevala Project Application, Responses to Agency Comments, Attachment E.2,
Pipeline Information, Pipeline Alignment and Profile).

Two power line scenarios for providing power to the onshore drillsite, both of which include a new
substation adjacent to the existing Surf electrical substation (FEIR, p. 3-17).

The current ExxonMobil/Sunset permit application identifies a proposed and four alternative substation
locations and new power lines to the drillsite (December 2006 Vahevala Project Application, Responses
to Agency Comments, Attachment E.3, Electrical Power Information).

Three different scenarios for handling the produced water, including treating and injecting the water at the
drillsite (Produced Water Scenario 2, FEIR p. 3-14).

The ExxonMobil/Sunset permit application identifies treatment and injection at the drillsite as the
preferred method for handling the produced water (December 2006 Vahevala Project Application,
Responses to Agency Comments, Attachment E.6, p. 2).

The VAFB Onshore Alternative evaluated in the EIR included some specific elements that are found in the
ExxonMobil/Sunset proposal and others that are not. For example:

The primary component, the onshore drilling and production site, is the same as that proposed by
ExxonMobil/Sunset for the Vahevala project, even though that site would not serve PXP unless PXP
obtains the mineral and pass-through drilling rights from the current mineral rights owners or option-
holders.

A new substation adjacent to the existing PXP electrical substation at Surf was chosen for the VAFB
Onshore Alternative. The ExxonMobil/Sunset proposal includes a new substation in the general vicinity
of the existing substation, but not directly adjacent. Both involve a new power line and poles between the
new substation and the drilling and production site.

For the VAFB Onshore Alternative in the EIR, both oil and gas would be transported by pipeline to the
LOGP for processing. To move the oil and gas from the drilling and production site to the LOGP, the
VAFB Onshore Alternative includes about 10 miles of new oil and gas pipelines from the drilling and
production site to a point just west of 13" Street (on VAFB), where they would tie-in to the existing PXP
pipelines. From that point, the oil and gas would be transported to the LOGP in the existing pipelines.
ExxonMobil/Sunset propose to process gas at the LOGP and oil at the drilling and production site on the
Base. Dry oil would be sent from the drillsite to a tie-in point near the LOGP, where it would be
transferred to the existing ConocoPhillips Line 300 system. The ExxonMobil/Sunset proposal includes
about 17.7 miles of new oil and gas pipelines from the drilling and production site to the LOGP site.
Under both the VAFB Onshore Alternative evaluated in the EIR and the ExxonMaobil/Sunset proposal,
natural gas liquids would be transported via truck from the LOGP and dry oil would be transported out of
the County via the existing ConocoPhillips pipeline system.
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The EIR analysis of the VAEB Onshore Alternative is adequate. The VAFB Onshore Alternative is described in
sufficient detail to qualitatively evaluate and disclose the nature and potential significance of adverse
environmental effects that could occur with construction and operation of an onshore drilling and production
facility to develop the Tranquillon Ridge reserves. CEQA requires information sufficient to understand the
environmental impacts of the proposed project and to permit a reasonable choice of alternatives with respect to
environmental aspects (Laurel Heights Improvement Association v. Regents of the University of California (1988)
47 Cal. 3d 376). This is an important step for comparing an alternative to a proposed project in an EIR. The
decision-maker must consider the impacts of the alternative in addition to the significant impacts of the proposed
project that could be lessened or avoided with implementation of the alternative. CEQA Guidelines Section
15126.6(d) directs that the significant impacts of an alternative in addition to those that would be caused by the
proposed project must be discussed, but may be discussed ““in less detail than the significant effects of the project
as proposed.” The Tranquillon Ridge EIR describes the VAFB Onshore Alternative in sufficient detail for
purposes of identifying and comparing likely environmental impacts of the alternative to those for the proposed
project.

Possible components or features of an onshore alternative that would not avoid or lessen significant impacts
associated with the proposed Tranquillon Ridge project were not, and should not be, included in the VAFB
Onshore Alternative evaluated in the EIR. The VAFB Onshore Alternative was described to include minimal new
pipeline construction because the proposed Tranquillon Ridge project does not include any new pipeline
construction. With respect to construction-related impacts, the VAFB Onshore Alternative in the EIR, which
assumes maximum use of existing pipelines, would compare more favorably to the proposed Tranquillon Ridge
project than an alternative with all new pipeline construction because longer lengths of new pipeline would result
in more potentially significant construction-related impacts (air quality, biological and cultural resources). The
description of the VAFB Onshore Alternative used in the EIR provided for an objective and accurate EIR analysis
and comparison to the proposed Tranquillon Ridge project. Additional detail regarding pipeline routing or
construction/design techniques would not affect the EIR analysis of the VAFB Onshore Alternative.

The EIR accurately describes and compares the significant impacts of an onshore alternative to those of the PXP
Tranquillon Ridge project. The Planning Commission had considerable, accurate information before it regarding
the likely significant environmental impacts of a shore-based alternative for developing the Tranquillon Ridge
reserves. The EIR and the Planning Commission acknowledged that a shore-based project would substantially
reduce significant marine impacts that could result from an oil spill (see EIR Table ES.9, p. ES-76, Impacts MB.1
and MWQ.1, and Attachment A.1, Planning Commission Finding 1.6). The EIR also identified other potentially
significant and unavoidable impacts that would result from implementation of a shore-based alternative (see EIR
Table ES.4a). The Commission weighed this information and concluded that overall, the Tranquillon Ridge
project would result in fewer significant and unavoidable impacts than a new, long-term onshore drilling and
production project. The Planning Commission found that, with existing and additional adopted environmental
safeguards, the PXP project is environmentally preferred over a new onshore drilling and production project.

Two important components of the Planning Commission’s conclusion are that (1) the approved PXP (Tranquillon
Ridge) project would not extend significant and unavoidable environmental impacts of the project beyond the
lifetime of the existing Point Pedernales project and, (2) no new construction is necessary for the PXP project.
The staff report to the Planning Commission discussed the effect of the 2022 end date on the environmental
impact analyses in the EIR. No new or increased impacts, and several reduced impacts, would result from the
2022 termination date. As previously discussed, 2022 is at the outer range of estimates for the expected end of
project life for the existing Point Pedernales project. The year 2022 is a reasonable approximate time frame for
abandonment and decommissioning of the Point Pedernales facilities if the PXP Tranquillon Ridge project does
not go forward. This abandonment and decommissioning process could include the LOGP, particularly if oil or
gas from other users/developers is not being processed there at the time (both the historic and current situation).

An important consideration when comparing the offshore-based Tranquillon Ridge project to an onshore
alternative is that no new major infrastructure is needed for the Tranquillon Ridge project. This is not the case for



Vaquero Energy, Inc. Appeal of Tranquillon Ridge Approval Hearing Date: August 19, 2008
Case #08APL-00000-00020 Page 21 of 25

a shore-based project. Any onshore alternative project would require construction of major new facilities,
including several acres devoted to drilling and production equipment and several miles of new oil and sour gas
pipelines. Thus, the baseline circumstances are not the same for the Tranquillon Ridge project and a new
onshore-based project. No amount of detailed project-level environmental analysis of an onshore alternative can
change this particular circumstance. Based on the foregoing, it is neither appropriate nor necessary to revise the
Tranquillon Ridge EIR to include more detailed review of the competing ExxonMobil/Sunset proposal in order to
accurately and meaningfully compare the Tranquillon Ridge project to a shore-based project.

Furthermore, the ExxonMobil/Sunset proposal has not yet received landowner consent and thus is not ready for
environmental review under CEQA. Until the project description is acceptable to the landowner (U.S. Air
Force), it is still in flux and CEQA review is premature. Until the project description is fixed and known,
environmental assessment of the ExxonMobil/Sunset proposal would be speculative. At this time, additional
detail about project features and potential mitigation measures also would be speculative and would not be likely
to change how an onshore alternative fundamentally compares to the proposed Tranquillon Ridge project. The
basic elements of the VAFB Onshore Alternative in the Tranquillon Ridge EIR are very similar to those described
in the ExxonMobil/Sunset VVahevala proposal application to the County. These elements include a drilling and
production site on about 25 acres located in the South VAFB area, near the Union Pacific Railroad (UPRR)
tracks; oil and gas pipelines running from this production site to the existing LOGP, and transport of the
processed oil out of the County via an existing pipeline system. The VAFB Onshore Alternative in the EIR also
includes oil and gas processing at the LOGP. The current ExxonMobil/Sunset proposal includes oil processing at
the onshore drillsite and gas processing at the LOGP.

Finally, the feasibility of the ExxonMobil/Sunset proposal is less certain now than when the Tranquillon Ridge
EIR was prepared. In a letter to ExxonMobil and Sunset dated June 25, 2008 (see Attachment C.2), the Air Force
stated: “Consistent with these concerns, the Air Force cannot provide you access to your desired 25-acre
location on South VAFB.”” While ExxonMobil/Sunset may wish to pursue additional discussions with the Air
Force, a shore-based project on VAFB appears unlikely in the near future.

Appeal Point 7

A Statement of reasons the Planning Commission decision to approve the PXP Tranquillon Ridge
Oil and Gas project is inconsistent with the provision of applicable law

Vaquero hereby reiterates each of the issues set forth in the letter from the undersigned to the
Santa Barbara County Planning Commission, dated April 18, 2008. The Planning Commission refused to
accept the letter, declining to make it part of the administrative record of the Planning Commission’s
proceedings. The issues raised in the letter were ignored and the decision was made by the Planning
Commission to certify the environmental impact report (“EIR”) and approve the proposed PXP project with
conditions despite the clear legal inadequacies of the EIR, as discussed in the letter.

In addition to the foregoing, the EIR fails to analyze the environmental impacts associated with
closure of the Lompoc Oil and Gas Processing facility (“LOGP”) in 2022, leaving producers either a) with
no facility at which oil and gas produced in the vicinity of the LOGP can be processed, resulting increased
flaring as additional wells are drilled and brought into production, thereby exacerbating air quality; or b) no
choice but to build additional oil and gas processing facilities. Simply put, there is no plan for processing
oil and gas produced in the vicinity of the LOGP beyond 2022 analyzed in the proposed EIR. Since the
proposed PXP project now requires closure of the LOGP in 2022, the EIR is inadequate for failure to
consider the environmental impacts associated with closing the LOGP.

When the issue of failure of the EIR to analyze the environmental impacts associated with closure
of the LOGP in 2022 was brought to the attention of the Planning Commission through oral testimony, the
Planning Department staff advised the Planning Commission that the EIR is adequate because the useful
life of the LOGP will have been reached by 2022. The Planning Commission staff report, however,
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contradicts the staff’s assertion. The oil processing portion of the LOGP was constructed in 1987. The gas
processing facilities were not added until 1997. (Planning Comm. Staff Rpt., p. 10.) This important
distinction was not brought to the attention of the Planning Commission.

Response to Appeal Point 7

The Commission did not ignore the issues raised in the Appellant’s April 18, 2008 letter. The Planning
Commission declined to accept this letter due to its length and submittal after the deadline, in accordance with
established Planning Commission practice’®. However, the Planning Commission Chairman offered Vaquero
Energy, Inc.’s representative, Mr. Gregory Sanders, an opportunity to make the points in the letter during his oral
testimony to the Commission at the April 21, 2008 hearing (see Attachment A.4, Transcript, pp. 50-51). In any
event, each of the points raised in the April 18 letter to the Planning Commission is discussed in detail in
Responses to Appeal Points 1 through 6 and is before the Board of Supervisors for consideration.

It is immaterial that the gas plant at the LOGP is not as old as the oil processing plant; both facilities were
permitted as part of the Point Pedernales project. The Tranquillon Ridge EIR correctly assumes that, under the
No Project alternative, both the oil and gas plants would cease operating in 2022 when Point Pedernales
production from Platform Irene is expected to cease. The EIR also assumes that the LOGP would cease operating
when production from the Tranquillon Ridge Field ends because PXP provides the only production that is
processed at the LOGP and when that production ceases, there would be no input to the LOGP. As previously
documented herein and in the EIR, the LOGP is not a County-designated consolidation site and has never served
as a regional oil and gas processing facility in the North County. Please refer to Responses to Appeal Points 2, 3,
5, and 6 regarding assessment of impacts related to closure of the LOGP in 2022.

Appeal Point 8

B. Specific conditions appealed

Vaquero hereby appeals the proposed PXP project Condition of Approval No A-18. Condition A-
18 is inconsistent with Condition of Approval No. Q-9 imposed on the original permit to construct and
operate the LOGP. (A copy of Condition No. Q-9 is attached hereto.) Condition Q-9 requires that the
LOGP be operated as a consolidated facility, with access provided to all producers, and that the Planning
Department secure from PXP equitable and commercially reasonable terms by which the LOGP may be
accessed. Condition A-18 contains no such requirements. In fact, Condition A-18 places the burden of
petitioning for access to the LOGP on the producers other than PXP, which violates both the specific terms
and intent of Condition Q-9.

Response to Appeal Point 8

Condition A-18 is not inconsistent with Condition Q-9. Condition A-18 and Condition Q-9 were imposed on the
original Point Pedernales permit to ensure that the facilities permitted by the County would be made available to
other approved users in a fair and equitable manner.** The two conditions accomplish different objectives.
Condition A-18 requires that other users comply with the same conditions of approval that apply to the facilities.
The other user also must demonstrate that impacts resulting from construction and operation of its own new
facilities are fully mitigated. Condition A-18 reads as follows:

3 The County Planning Commission’s Procedures Manual (Section V.C.6, Procedural Standards, Rules for Giving Testimony)
provides that the Planning Commission may accept late, multi-page submittals as part of the record by a 4/5 vote during the
hearing by the Commission. The Special Hearing Notice for the Tranquillon Ridge project states: ““Letters, with nine copies,
should be filed with the Secretary of the Planning Commission no later than 12:00 p.m. on Thursday, April 17, 2008. The
decision to accept late materials will be at the discretion of the Planning Commission.”

14 The consolidated facility language was originally adopted in Condition A-21 of the Point Pedernales Final Development Plan
and was moved to Condition Q-9 in 1994 when the County first approved the gas plant at LOGP.
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A-18 USER COMPLIANCE WITH ALL APPLICABLE CONDITIONS

As a condition precedent for use of the subject facilities, including transportation and processing of oil, PXP
shall require a commitment to the County by all other prospective users that they will comply with all
applicable conditions to the same extent as PXP. Should PXP permit any other producer the use of its facility
without requiring the user's commitment to the County, then PXP will be liable for any breach of these
conditions committed by that user. Depending on the magnitude of the breach, the penalty may include the
reduction of throughput capacity in an amount sufficient to offset any environmental impacts of the breach.

Any producer using PXP's facilities shall be required to demonstrate to County's satisfaction that the significant
impacts to the County caused by the construction, installation or operation of any of the producer's project
facilities have been and will be fully mitigated to the extent feasible.

Prior to its execution, PXP shall submit to P&D a copy of any proposed agreement with potential users of the
facilities. P&D shall review the proposed agreement to determine that it includes adequate provisions to
require the user's compliance with the permit conditions. Such proposed agreement or portions of it may be
withheld from public review as a confidential document upon a written request and justification from PXP.

Prior to using PXP's facilities, each future applicant or operator must receive from the Planning Commission a
determination of substantial conformity with all relevant procedures and permit conditions applicable to PXP's
facilities. For this determination the Planning Commission must be able to make a finding that the significant
impacts to the County caused by construction, installation, operation or use of any project facilities by each
applicant have been and will be fully mitigated to the maximum extent feasible, as recommended by the
original PXP project EIS/EIR (84-EIR-7) or any appropriate supplemental environmental documents.

Condition Q-9 requires that PXP make its facilities available to other users on an equitable basis and provides for
County involvement where a new user finds PXP’s terms of consolidation unacceptable and cannot reach
agreement with PXP on those terms. Condition Q-9 reads as follows:

Q-9 CONSOLIDATION OF OIL AND GAS FACILITIES

PXP shall operate its facilities as consolidated oil and gas facilities, including gas reinjection facilities, with
access for use available on a nondiscriminatory and equitable basis. County retains the right to verify that the
use of the facility is conforming with State and County policies on consolidation and to impose additional
permit conditions where necessary to assure these policies are being fulfilled to the extent feasible. The intent
of this condition is to ensure the multi-company use of oil and gas transportation and processing facilities.

Regarding the consolidation of oil and gas processing, and gas reinjection facilities, in the event that the need
for such facilities is demonstrated by other developers to the Planning Commission, PXP shall make available
to such other developers any excess capacity of the PXP project facilities. In the event that sufficient excess
capacity does not exist within the PXP project facilities to serve the needs of such other developers as
demonstrated to the Planning Commission, PXP shall make its Lompoc Heating, Separating, and Pumping
Facility property available to other developers for the construction of additional permitted oil and gas-related
facilities. In the event that such necessary facilities are not permittable pursuant to the County's consolidation
policies, PXP shall reduce its throughput on a pro-rata basis to accommodate such other developers.

Prior to the issuance of the Land Use Permit for the HS&P™® Gas Plant and at any time thereafter, as requested
by the County, PXP shall submit to the Director of Planning and Development terms under which other
producers in the area would be permitted to enter and use either the facilities or property for oil and/or gas
processing or storage facilities, or ancillary facilities including but not limited to electrical substations, water
treatment facilities, and wastewater loading facilities. If these terms are determined to be unacceptable to
potential users of the facility and if agreement cannot be reached, the County reserves the right to impose
additional conditions as described above to amend the permit. The intent of this condition is to ensure the
efficient and maximum multi-company use of oil and gas transportation and processing facilities.

15 “HS&P™ was replaced with “Lompoc Qil and” in this condition in the Planning Commission’s approval of the Tranquillon
Ridge project.
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Conditions A-18 and Q-9 are existing requirements in PXP’s FDP and neither condition was materially revised by
the Planning Commission when it approved the Tranquillon Ridge project. Condition A-18 requires that a
consolidated user make the same commitment to the County that PXP has made regarding operation of its
facilities. Condition Q-9 requires that PXP make its facilities available under fair terms. Thus, the two conditions
work in concert to require that both parties commit to operating and using the County-approved facilities
consistent with the terms under which those facilities were permitted. Condition A-18 and Condition Q-9 are
complementary, not inconsistent, with one another.

Fiscal and Facilities Impacts:
Budgeted: Yes

Fiscal Analysis: Narrative: The costs of this appeal are partially funded by the $443 appeal fee paid by the
appellant per the Planning and Development Department Fee Schedule in effect on the date the appeal was filed
(Resolution 06-359 adopted by the Board of Supervisors on November 14, 2006, effective January 2007). The
fee was collected from the appellant. Remaining costs of the appeal are funded by the applicant, PXP, through its
current reimbursement agreement with the County for permit processing for the proposed project. Fees paid by
oil and gas project applicants are budgeted in the Permitting and Compliance Program of the Energy Division on
page D-313 of the budget for Fiscal Year 2008-2009. There are no facilities or staffing impacts.

Staffing Impacts: None.

Special Instructions:

P&D Hearing Support Staff shall publish a legal notice in the Santa Barbara News-Press, the Santa Maria Times,
and the Lompoc Record.

Energy Division staff shall complete the mailed noticing requirements for the project at least ten (10) days prior to
the August 19, 2008 hearing.

The Clerk of the Board will forward a copy of the Minute Order to Planning and Development, Attention: David
Villalobos, Hearing Support Staff, and to Nancy Minick, Planner.

Planning and Development, Energy Division will notify interested parties of the Board of Supervisors’ final
action.

Attachments:

A.1  Planning Commission Action Letter with Attachments dated April 23, 2008.

A2 Planning Commission Staff Report dated April 15, 2008 with Attachments and Errata.

A.3  Tranquillon Ridge Final Environmental Impact Report, April 2008 (provided under separate cover).

A.4  Transcript of Planning Commission Hearing of April 21, 2008.

A5  Staff Slides at Planning Commission Hearing of April 21, 2008.

A.6 PXP Slides at Planning Commission Hearing of April 21, 2008.

A7 ExxonMobil Slides at Planning Commission Hearing of April 21, 2008.

A.8 PXP letter to P&D dated April 14, 2008.

A9 PXP letter to P&D dated April 18, 2008.

A.10  Excerpts from ExxonMobil/Sunset Vahevala Project Application to Santa Barbara County, December
2006 Responses to Agency Comments.

A.11 Recommended Clarifications to Final Tranquillon Ridge EIR.

A.12 Recommended Findings for Approval of the Tranquillon Ridge Project.

A.13 Recommended Conditions of Approval for the Tranquillon Ridge Project.
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There are no “B”” Attachments to this Board Agenda Letter.

C1 Appeal to Board of Supervisors dated April 30, 2008.
C.2 Air Force Letter to ExxonMobil and Sunset dated June 25, 2008.
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