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Cc: Linda Krop
Subject: EDC Comment for Sable 2/25 Appeal Hearing
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Caution: This email originated from a source outside of the County of Santa Barbara. Do not
click links or open attachments unless you verify the sender and know the content is safe.

Good morning,

Attached please find Appellant Environmental Defense Center’s comment letter opposing Sable
Offshore Corp.’s requests for change of Owner, Operator, and Guarantor.

Please confirm receipt.

Thanks,

JEREMY FRANKEL (he/him/his)
STAFF ATTORNEY

906 Garden Street

Santa Barbara, CA 93101

805.963.1622 x100

envn‘onmental www.EnvironmentalDefenseCenter.org

. 000

We recognize that EDC sits on occupied, unceded, stolen lands of the Chumash Peoples, on Shmuwich Territory, who have called this
area home for time immemorial. We commit today to make space to elevate indigenous voices and support our local Chumash and
indigenous communities in our work to protect our environment.

CONFIDENTIALITY NOTE: The information contained in this communication may be confidential, is intended only for the use of the
recipient named above, and may be legally privileged. If the reader of this message is not the intended recipient, you are hereby
notified that any dissemination, distribution, or copying of this communication, or any of its contents, is strictly prohibited. If you have
received this communication in error, please re-send this communication to the sender and delete the original message and any copy
of it from your computer system. Thank you.
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February 21, 2025

Ms. Laura Capps, Chair

County Board of Supervisors

123 East Anapamu Street

Santa Barbara, CA 93101

Via email: sbcob@countyofsb.org

Re: Change of Owner, Operator, and Guarantor for the Santa Ynez Unit,
POPCO Gas Plant, and Las Flores Pipeline System — OPPOSE

Dear Chair Capps and Honorable Supervisors:

On behalf of Get Oil Out! (“GOQ!”), Santa Barbara County Action Network
(“SBCAN”), and the Environmental Defense Center (“EDC”),! we urge the Board to deny Sable
Offshore Corp.’s (“Sable”) applications for Change in Owner, Operator, and Guarantor of the
Santa Ynez Unit (the “SYU”) and related infrastructure.

These applications are part of Sable’s broader effort to restart the SYU and the corroded
onshore pipelines that caused the 2015 oil spill at Refugio State Beach Park (the “Refugio Oil
Spill”). Our clients were involved in the immediate response to the spill, and they remain
concerned about the risks of operating the SYU and its attendant infrastructure. As to Sable in
particular, they have well-founded concerns that this speculative company will not be able to
safely restart these facilities, responsibly operate them, or fulfill its remediation obligations when
another spill occurs.

To approve Sable’s applications, Chapter 25B of the County Code requires that the
County consider, among other things, Sable’s financial wherewithal, operational capacity, and
compliance with existing permit conditions. At the core of this appeal is Staff’s fundamental

' GOO! was formed in the wake of the 1969 Santa Barbara Oil Spill and continues to work to protect California
from further oil and gas development and exploitation. SBCAN is a countywide grassroots organization that works
to promote social and economic justice, to preserve our environmental and agricultural resources, and to create
sustainable communities. EDC is a nonprofit public interest law firm that defends nature and advances
environmental justice on California’s Central Coast through advocacy and legal action. After filing this appeal, EDC
also entered into retainer agreements with the Sierra Club, by and through the Santa Barbara-Ventura Chapter, and
Santa Barbara Channelkeeper.
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misunderstanding as to the purpose and scope of Chapter 25B, and the evidence necessary to
make the findings required by the ordinance.

Chapter 25B was never intended to be the ministerial process that Staff paints it as, void
of any County discretion. Rather, it was intended to preserve and expand on the County’s
historical practice of conducting an in-depth evaluation of a proposed owner/operator’s financial
and operational capacity, and to allow the County to exact financial guarantees as necessary. The
attached letter from John Day — former Planning and Development staff and one of the authors
of Chapter 25B — confirms as much.?

Staff incorrectly claim that Sable does not need to assure the County that it has the
financial wherewithal to abandon the facilities or remediate a spill; instead, Staff suggest that an
applicant satisfies Chapter 25B by merely submitting the financial responsibility documents
contemplated in the permit(s) at issue. Staff’s misguided interpretation undermines the entire
purpose of the ordinance, violates basic principles of statutory interpretation, and, as thoroughly
demonstrated by the legislative record, is plainly erroneous. Indeed, if there was any doubt about
what is required under Chapter 25B, Staff resolved that at the time the ordinance was introduced:

The ordinance does require new owners, operators and guarantors to demonstrate
the financial wherewithal to cover the cost of timely and proper abandonment . . .
and to cover natural resource damage.’

Yet Sable has, unequivocally, failed to do so. It is possible, if not likely, that Sable never
restarts these facilities, forcing it into bankruptcy. Sable has not provided any assurances that it
will be able to properly abandon its facilities in that scenario. Nor has Sable assured the County
that, in the event it is able to restart, it has the financial wherewithal to remediate a spill from the
facilities, particularly if one were to occur during or shortly after restart.

Compounding that concern is not only the likelihood of another spill occurring, but
Sable’s track record as an operator. In the short time since it acquired the SYU, Sable has
repeatedly violated state law, willfully ignored directives from at least three state agencies, and
demonstrated a lack of care and diligence necessary to operate the facilities. Such behavior is
disqualifying for purposes of Chapter 25B.

Moreover, Sable is not in compliance with at least one of the permits that it is asking to
be transferred, namely because its onshore pipelines lack effective protection from corrosion.
Without such protection, a spill from the pipelines is five times as likely.

Accordingly, approval of Sable’s applications would not only be inconsistent with
Chapter 25B, but a grave dereliction of the County’s duty to protect the public and ensure the
responsible operation of the SYU. Thus, we urge the County to deny the transfers.

2 Letter from John Day to the County Board of Supervisors (Feb. 21, 2025), attached hereto as “Attachment 1.”

3 Memorandum from County Planning and Development Department to Planning Commission regarding
Implementation of Chapter 25B, p. 2 (Sept. 7, 2001) (emphasis added) [hereinafter “2001 P&D Memo re Chapter
25B”], attached hereto as “Attachment 2.”



February 21, 2025
Sable Change of Owner, Operator, Guarantor
Page 3 of 39

1. Background

A. The Facilities and Permits at Issue

The SYU is a long-dormant oil and gas production unit located on the Gaviota Coast. It
consists of three offshore platforms and an onshore oil processing facility in Las Flores Canyon.*
The processing facility and related infrastructure is permitted under Final Development Plan
(“FDP”) Permit No. 87-DP-032cz (RV06) (the “SYU Permit”).

Once processed, crude oil from the SYU travels from Las Flores Canyon inland through
CA-324 and CA-325 (the “Las Flores Pipeline System”), two aged, corroded pipelines that
traverse sensitive coastal lowlands, perennial streams, and other sensitive habitat.> The Las
Flores Pipeline System is permitted under an FDP approved in 1986, and revised in 1988 and
2003 (the “LFP Permit”).

Natural gas produced in the SYU is processed at the Pacific Offshore Pipeline Company
(“POPCO”) Gas Plant, which is also located in Las Flores Canyon.® The POPCO Gas Plant is
permitted under FDP Permit No. 93-FDP-015 and 74-CP-11(RV1) (the “POPCO Permit,” and
together with the SYU and LFP Permits, the “Permits”).

The Permits, which are subject to Chapter 25B of the County Code,’ currently list
ExxonMobil Corporation (“Exxon”) as owner, operator, and guarantor. Per Chapter 25B, any
owner, operator, or guarantor of the above-referenced facilities (the “Facilities”) must be listed
on the applicable facility permit.® The Permits are not transferable, and the owner, operator, or
guarantor listed on the Permits cannot be changed, except in accordance with Chapter 25B.°

B. The Refugio Oil Spill and SYU Shut-In

On May 19, 2015, CA-324 ruptured at Refugio State Beach Park, releasing more than
120,000 gallons of heavy crude oil into the surrounding environment.'® The spill devastated
approximately 150 miles of the California coast.!! Thousands of acres of shoreline and subtidal
habitat were destroyed, and an untold number of animals — including marine mammals — were
injured or killed.'? The spill also forced the closure of fisheries and beaches, which jeopardized

4 SYU, POPCO Gas Plant & Las Flores Pipelines Permit Transfer, Santa Barbara County,
https://www.countyofsb.org/4189/SYU-POPCO-Gas-Plant-Las-Flores-Pipelines (last visited Feb. 20, 2025).
5 See id.

1d.

7 See Chapter 25B-2.

8 Id. at 25B-4(a).

9 Id. at 25B-4(c), (e)-(g).

10 California Department of Fish and Wildlife et al., Refugio Beach Oil Spill Final Damage Assessment and
Restoration Plan/Environmental Assessment, p. 4 (June 2021) [hereinafter “NRDA”], available at: https://nrm.dfg.
ca.gov/FileHandler.ashx?DocumentID=193144&inline.

" 1d. at 18.

12 1d. at 3-9.
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local businesses and caused an estimated 140,000 lost recreational user days between Santa
Barbara and Ventura Counties. '

Upon investigation, the Pipeline and Hazardous Materials Safety Administration
(“PHMSA”) determined that the rupture in CA-324 was a result of “progressive external
corrosion,” and that the pipeline’s cathodic protection system — intended to prevent such
corrosion — had failed.'* Ultimately, PHMSA found pervasive metal loss throughout the
entirety of the Las Flores Pipeline System, and it concluded that cathodic protection is
ineffective in buried, insulated pipelines like CA-324 and CA-325.1°

Following the spill, the Las Flores Pipeline System was emptied, purged, and idled, and it
remains idle to date.'® Due to the unavailability of the pipelines, the SYU was shut in, and
production at the unit was suspended indefinitely. The SYU has not been operated for almost ten
years.

C. Sable’s Dubious Origins and Plans to Restart the SYU
Having failed in its attempts to restart the SYU, Exxon recently looked to cut its losses
and offload its SYU assets. Enter Sable, an entity specifically formed to chance the regulatory

hurdles preventing restart of these compromised facilities.

1. Sable’s Origins

Sable began in 2020 as several special purpose entities, which were organized to evaluate
and facilitate a potential acquisition of the SYU assets.!” The corporations were formed by
current Sable CEO Jim Flores — a figure with a checkered history in the oil and gas industry. '8

Flores first became familiar with Exxon’s operations in the early 2000s, when he was
running an upstream affiliate of the company responsible for the Refugio Oil Spill.' In 2013,
that affiliate was acquired by Freeport-McMoRan Copper & Gold, which retained Flores and

B3 1d. at3.

14 Pipeline and Hazardous Materials Safety Administration, Failure Investigation Report, Plains Pipeline, LP, Line
901, Crude Oil Release, May 19, 2015, Santa Barbara County, California, pp. 3, 14 (May 2016) [hereinafter
“PHMSA Report™], available at: https://www.phmsa.dot.gov/sites/phmsa.dot.gov/files/docs/PHMSA
_Failure_Investigation Report Plains_Pipeline LP_Line 901 Public.pdf

51d. at 14.

16 1d. at3,9.

17 Flame Acquisition Corp., Securities and Exchange Commission Schedule 144 Proxy Statement, pp. 36-37, 174
(January 31, 2024), available at: https://www.sec.gov/Archives/edgar/data/1831481/000119312524020916/
d377586ddefm14a.htm#toc377586_5

18 1d. at 174.

Y.



https://www.phmsa.dot.gov/sites/phmsa.dot.gov/files/docs/PHMSA%20_Failure_Investigation_Report_Plains_Pipeline_LP_Line_901_Public.pdf
https://www.phmsa.dot.gov/sites/phmsa.dot.gov/files/docs/PHMSA%20_Failure_Investigation_Report_Plains_Pipeline_LP_Line_901_Public.pdf
https://www.sec.gov/Archives/edgar/data/1831481/000119312524020916/%20d377586ddefm14a.htm#toc377586_5
https://www.sec.gov/Archives/edgar/data/1831481/000119312524020916/%20d377586ddefm14a.htm#toc377586_5
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appointed him co-chairman of its oil and gas division.?° Freeport would part ways with Flores in
just three years after suffering billions of dollars of losses under Flores’ leadership.?!

Shortly thereafter, Flores pivoted to Sable Permian Resources, which he and two private
equity firms formed to acquire debt-laden oil and gas assets.?? It bankrupted in three years.?* As
the company floundered, Flores unsuccessfully attempted to secure a high payout for himself.*

Flores has now cooked up Sable, setting his sights on yet another troubled oil and gas
operation. And he has staffed his infant company with the same cast of executives that led Sable

Permian to bankruptcy.?

2. Acquisition of the SYU and Sable’s Financial Vulnerability

On February 14, 2024, Sable acquired the SYU from Exxon, including all its associated
assets: the three offshore platforms, the subsea pipelines and infrastructure, the Las Flores
Canyon processing facility, and the POPCO Gas Plant.?¢ Sable also acquired Pacific Pipeline
Co., and with it, the defunct Las Flores Pipeline System.?’

However, Sable, being undercapitalized, lacked the financial resources to fund the $625
million deal with Exxon.?® Thus, Sable was forced to secure a $622 million loan from Exxon —
a whopping 99% of the purchase price — just to finance it.?’ In exchange, Sable agreed that the

20 See id.; Michael Erman and Julie Gordon, Freeport makes $9 billion energy bet; Wall Street pans deal, Reuters
(December 5, 2012), https://www.reuters.com/article/idUSBRESB40MY..

21 Olivia Pushnelli, Freeport-McMoRan Oil & Gas cuts jobs, eliminates executive positions, Houston Business
Journal (April 26, 2016), https://www.bizjournals.com/houston/news/2016/04/26/freeport-mcmoran-oil-gas-to-
cutjobs-eliminates.html; Asjylyn Loder, 86.5 Billion in Energy Writedowns and We 're Just Getting Started,
Bloomberg (October 22, 2015), https://www.bloomberg.com/news/articles/2015-10-23/-6-5-billion-in-energy-
writedowns-andwe-re-just-getting-started.

22 See Permian Resources, LLC, Permian Resources Announces Consensual And Transformational Restructuring
Transaction, PR Newswire (May 1, 2017), https://www.prnewswire.com/news-releases/permian-resources
announces-consensual-and-transformational-restructuring-transaction-300449054.html.

23 Sable Permian Resources files for bankruptcy, Reuters (June 26, 2020), https:/www.reuters.com/article/%
20idUSLAN2E31TQ/.

24 Peg Brickley, Sable Permian Heads off Fight Over Executive Bonuses, Wall Street Journal (December 10, 2020),
https://www.wsj.com/articles/sable-permian-heads-off-fight-over-executive-bonuses-11607639171.

%5 Executive Management, Sable Offshore Corp., https://sableoffshore.com/governance/executive-
management/default.aspx (last visited Oct. 18, 2024).

26 Sable Offshore Corp., Securities and Exchange Commission Form 8-K, p. 2 (February 14, 2024), available at:
https://www.sec.gov/ix?doc=/Archives/edgar/data/1831481/000119312524036506/d737623d8k.htm; Purchase and
Sale Agreement between Exxon Mobil Corporation, Mobil Pacific Pipeline Company, and Sable Offshore Corp., §
2.2 [hereinafter “Purchase Sale Agreement”], available at: https://www.sec.gov/Archives/edgar/data/1831481/
000119312524036506/d737623dex1027.htm.

27 Purchase Sale Agreement, supra note 26, at § 2.2.

BId at§3.1.

2 Senior Secured Term Loan Agreement between Sable Offshore Corp. (f//k/a Flame Acquisition Corp.) as
Borrower, Exxon Mobil Corporation as Lender, and Alter Domus Products Corp. as Administrative Agent, § 2.01,
available at: https://www.sec.gov/Archives/edgar/data/1831481/000119312524036506/d737623dex101.htm.
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SYU assets and their liabilities may, at Exxon’s option, revert to Exxon if the SYU is not back
online by early 2026.°

The SYU assets — which have not been operational for nearly ten years — remain
Sable’s only assets, leaving Sable without a reliable or predictable source of revenue.?!' Sable is
operating at an astounding $682M deficit, and it will continue operating at a deficit until it
restarts the SYU.3? It is unknown when a restart will occur, if at all.

Notably, Sable reports that restarting the SYU “will require significant capital
expenditures in excess of current operational cash flow,” leaving it uniquely vulnerable to
financial insolvency.*® According to Sable itself, “substantial doubt exists about the Company’s
ability to continue,” and it “may have insufficient funds available to operate its business prior to
first production.”**

Moreover, even if restart occurs, Sable must repay Exxon’s loan before it can begin
comfortably generating profits. Sable currently owes Exxon well over $800M on the loan, and
the principal is rapidly accruing interest at 10 percent a year.>> Significantly, the loan will mature
just ninety days after the restart of the SYU, at which point the entire debt comes due.>®

3. Sable’s Dangerous Gambit to Restart the SYU

With the clock ticking on Sable’s window to restart the SYU, Sable is, predictably, trying
to cut any regulatory corners it can.

Being vulnerable to pervasive corrosion, few suspected that an operator would attempt
to bring the Las Flores Pipeline System back online. In fact, Plains Pipeline L.P. (“Plains”), a
previous owner, actually sought to replace the compromised pipelines, ostensibly due to their
obvious safety defects.’” However, as Plains’ application to replace the pipelines was pending,
Plains sold the Las Flores Pipeline System to Pacific Pipeline Co. (“PPC”), then a wholly-
owned subsidiary of Exxon.*® PPC later reneged on the plan to replace the pipelines, citing, in

30 Purchase Sale Agreement, supra note 26, at § 7.3(c).

31 Sable Offshore Corp., Securities and Exchange Commission Form 10-K, p. 20 (March 28, 2024) (“Until we restart

production of the SYU Assets, we will not generate any revenue or cash flows from operations.”), available at:

https://www.sec.gov/ix?doc=/Archives/edgar/data/1831481/000119312524080879/d11434d10k.htm.

32 Sable Offshore Corp., Securities and Exchange Commission Form 10-Q, p. 1 (Nov. 14, 2024) [hereinafter “Q3

Report”], available at: https://d18m0p25nwr6d.cloudfront.net/CIK-0001831481/1{bf2059-6dee-4234-b2cb-

0bd7{f81202f.pdf.

3 Id. at 34.

3 1d. at 6.

3 Id. at 16-17.

36 Id.; Senior Secured Term Loan Agreement, supra note 29, at 4.

37 See 901/903 Replacement Pipeline Project, County of Santa Barbara, https://www.countyofsb.org/3801/901903-

Replacement-Pipeline-Project (last visited Feb. 20, 2025).

38 See Plains GP Holdings, L.P., Securities and Exchange Commission Form 10-Q, p. 27 (August 8, 2023), available

at: https://www.sec.gov/Archives/edgar/data/1581990/000158199023000017/pagp-20230630.htm#i830e23a965c44

a22b0562866¢c5a10bf5_139; see also Joshua Molina, ExxonMobil Acquires Troubled Crude Oil Pipelines from

Plains All American, Noozhawk (October 17, 2022), https://www.noozhawk.com/exxonmobil_acquires_plains_all
american_crude_oil_pipelines/.
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part, “a high degree of local permitting and business uncertainty . . . that has impacted
investment commitment . . . .3’

Following in Exxon’s footsteps, Sable plans on restarting, rather than replacing, the
existing Las Flores Pipeline System. In fact, pursuant to a recent settlement agreement that Sable
reached with affected landowners, it is prohibited from replacing the Las Flores Pipeline System
with safer, upgraded pipelines.*’

Equally troubling is the waiver that Sable has requested from the Office of the State Fire
Marshal (“OSFM”), which assumed regulatory oversight of the Las Flores Pipeline System after
the Refugio Oil Spill.*! Instead of remediating the underlying cause of the Refugio Oil Spill,
Sable requested a waiver “for the limited effectiveness of cathodic protection” on the pipelines.*
According to a recent analysis commissioned by the County, operating the Las Flores Pipeline
System without effective cathodic protection increases the likelihood of an oil spill by five
times.*

2

Over strong public opposition, OSFM approved said State Waivers on December 17,
2024.* To date, OSFM has not made Sable’s applications or the agency’s analysis publicly
available. Notably, OSFM did not conduct any environmental review or provide any opportunity
for public comment prior to approving the waivers, despite calls from the public and state
legislators to do so.

Should Sable proceed in this fashion, another spill is not a matter of if, but when.
According to an analysis prepared for the County, restarting the Las Flores Pipeline System
could result in a spill every year, and a rupture every four years.* The analysis estimates that

39 Withdrawal Letter from Pacific Pipeline Company to County Department of Planning and Development (October
24,2023), available at: https://cosantabarbara.app.box.com/s/3gvdwbztalll9ss9r7cpkuvintel byuv/file/134328122
0509.

40 Stipulation and Agreement of Settlement at § 1.8, Grey Fox, LLC et al. v. Plains All American Pipeline, L.P. et
al.,, No. CV 16-0317 (C.D. Cal April 9, 2024), available at: https://www.lasflorespipelinesystemsettlement.com/
admin/api/connectedapps.cms.extensions/asset?id=al 17f30d-1e80-46f4-b704-8cb47ad4bddc3 &language

I1d=1033 &inline=true.

4! See Memorandum of Understanding between PHMSA and OSFM (May 18, 2016), attached hereto as
“Attachment A.”

4 See Consent Decree, at Appendix B, Art. 1, § 1(A), U.S. v. Plains All American Pipeline, Civil Action No. 2:20-
cv-02415 (March 13, 2020) [hereinafter “Consent Decree”], available at https://www.epa.gov/sites/default/files/
2020-03/documents/plainsallamericanpipelinelp.pdf.

43 Santa Barbara County, Administrative Draft of Draft EIR for Plains Pipeline Replacement Project, Section 5.6, p.
78 [hereinafter “County Draft EIR”], an excerpt of which is attached hereto as “Attachment 3.”

4 See Letter of Decision on State Waiver for CA-324 from OSFM to Sable (December 17, 2024), available at:
https://34c03 1{8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-
do/pipeline-safety-and-hazardous-materials/pathways-to-restoring-pipeline-docs/state-waiver-sable-ca324-osfm-
line-0015-lod.pdf?rev=be79b9ad20814e34a8d57e8c941922e4&hash=A1A9IFES6C8AS5TA646CF4524994C5C22F;
Letter of Decision on State Waiver for CA-325 from OSFM to Sable (December 17, 2024), available at:
https://34c03 1{8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-

do/pipeline-safety-and-hazardous-materials/pathways-to-restoring-pipeline-docs/state-waiver-sable-ca325ab-osfim-

line-0001-lod.pdf?rev=556af39b35804434b52¢1272bb20b0ed&hash=251194D16C74105DCF520F69669072FC.
45 County Draft EIR, supra note 43, at 79.
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https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pathways-to-restoring-pipeline-docs/state-waiver-sable-ca324-osfm-line-0015-lod.pdf?rev=be79b9ad20814e34a8d57e8c94f922e4&hash=A1A9%E2%80%8CFE56C8A57A646CF4524994C5C22F
https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pathways-to-restoring-pipeline-docs/state-waiver-sable-ca324-osfm-line-0015-lod.pdf?rev=be79b9ad20814e34a8d57e8c94f922e4&hash=A1A9%E2%80%8CFE56C8A57A646CF4524994C5C22F
https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pathways-to-restoring-pipeline-docs/state-waiver-sable-ca324-osfm-line-0015-lod.pdf?rev=be79b9ad20814e34a8d57e8c94f922e4&hash=A1A9%E2%80%8CFE56C8A57A646CF4524994C5C22F
https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pathways-to-restoring-pipeline-docs/state-waiver-sable-ca325ab-osfm-line-0001-lod.pdf?rev=556af39b35804434b52e1272bb20b0ed&hash=251194D16C74105D%E2%80%8CCF520F69669072FC
https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pathways-to-restoring-pipeline-docs/state-waiver-sable-ca325ab-osfm-line-0001-lod.pdf?rev=556af39b35804434b52e1272bb20b0ed&hash=251194D16C74105D%E2%80%8CCF520F69669072FC
https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pathways-to-restoring-pipeline-docs/state-waiver-sable-ca325ab-osfm-line-0001-lod.pdf?rev=556af39b35804434b52e1272bb20b0ed&hash=251194D16C74105D%E2%80%8CCF520F69669072FC
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another spill in the coastal zone could be nearly twice the size of the 2015 spill — even with
Sable’s valve installations.*

So, in sum, Sable intends to restart the Las Flores Pipeline System — and the SYU —
without correcting the issues that led to the Refugio Oil Spill, and indeed, seeking a waiver to
operate the pipelines despite those issues. All the while, Sable is rushing to complete repairs,
largely in sensitive coastal habitat, while violating state law and ignoring directives from at least
three different agencies, as discussed further below.

Sable’s dangerous restart scheme, however, ultimately hinges on the transfer of the
Permits from Exxon to Sable.

II. Appeal Issues No. 1-4, 7, 10: The County Must Deny Sable’s Applications because It
Cannot Make the Requisite Financial Assurance Findings under Chapter 25B.

Sable is not the blue-chip company that Exxon is. It is a debt-laden, speculative company
with no operational assets and no current revenue stream. It is severely undercapitalized, and its
limited cash reserves will continue to diminish unless and until the SYU is restarted. In Sable’s
own words, “substantial doubt exists about the Company’s ability to continue.”*’

As it relates to financial assurances required by Chapter 25B, Staff has a fundamental
misunderstanding as to the purpose of the ordinance and how it is supposed to be applied.
Chapter 25B was not intended to be the ministerial process that Staff paints it as, void of any
County discretion. Rather, it requires that the County conduct a searching inquiry into a proposed
owner/operator’s finances, assuring, on a case-by-case basis, that the entity can safely operate
major oil and gas facilities, remediate a spill (or any other type of accident), and abandon the
facilities at issue.

As explained below, Staff’s contrary interpretation — that an applicant does not need to
prove financial capacity, but merely submit the financial responsibility documents contemplated
by the permit(s) — is misguided, legally indefensible, and incorrect. As Staff clarified at the time
Chapter 25B was introduced,

The ordinance does require new owners, operators and guarantors to demonstrate
the financial wherewithal to cover the cost of timely and proper abandonment . . .
and to cover natural resource damage.*®

Because Sable has not — and cannot — do so, the County cannot make the necessary findings
for approval in Sections 25B-9(a)(2), 25B-9(e)(1), 25B-10(a)(2), or 25B-10(a)(9).

46 1d.
47 Q3 Report, supra note 32, at 6.
42001 P&D Memo re Chapter 25B, supra note 2, at 2 (emphasis added).
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A. Staff is Incorrect: Chapter 25B Requires that Sable Demonstrate it has the
Financial Wherewithal to Remediate an Accident and Abandon the Facilities.

1. The History and Purpose of Chapter 25B

A brief summary of Chapter 25B’s history and purpose is helpful to understanding what
is required under its financial assurance provisions.

In the decade leading up to Chapter 25B, there was a growing trend in which major
companies operating in the County — e.g., Exxon — would divest themselves of maturing oil
fields and offload their assets to new, speculative companies — e.g., Sable.*’ At the same time,
there was “an evolution in business practices that effectively limit[ed] exposure or evade[d]
liability,” including by “opt[ing] for non-integrated, compartmentalized business structures,
form[ing] limited liability companies, shelter[ing] assets overseas, minimize[ing] retained
earnings to position the firm for bankruptcy, etc.”>°

For the County, these practices raised a very real concern as to whether these “second
generation” operators — which tend to “lack the vast array of financial assets . . . of the first
generation”>! — would be capable of properly remediating an oil spill or decommissioning their
facilities. >

Before Chapter 25B, the County would attempt to address this concern by processing,
where allowable, owner/operator changes as permit revisions or substantial conformity
determinations under the Zoning Ordinance.>* “The Zoning Ordinance, however, d[id] not offer
guidance regarding process or substantive findings for evaluating the transfer of permits from
one owner or operator to another.”>* Thus, in practice, ““[t]he Energy Division [would]
examine[] owner and operator changes on a case-by-case basis.”> “The key issues that [were]
considered in these evaluations [were] a) that new owners and operators accept the permit, b)
that new operators have the experience and expertise needed for safe operations, and c) that
adequate financial guarantees for accidents and abandonment have been provided.”>¢

Importantly, what constituted “adequate” financial assurances was left to the discretion of
the County and was evaluated by conducting a thorough review of the facilities at issue and the
proposed owner/operator’s financial capacity.®” More specifically, the County’s “practice . . .

49 Board Agenda Letter Recommending Adoption of Chapter 25B, p. 3 (March 5, 2002) [hereinafter “2002 Board
Agenda Letter re Chapter 25B”], attached hereto as “Attachment 4.”

0 1d.

SUId.

32 Id. at 2 (“When a covered facility changes hands, the possibility arises that a new owner or operator may be
unable to pay the costs of an accident or oil spill, or that their assets are insufficient to comply with all permit
conditions.)

3 Id. at 2-3.

4 Id. at 3.

5 1d.

% Id. (emphasis added).

57 Id.; see also Staff Report Recommending Adoption of Chapter 25B, p. 17 (July 19, 2001) (Staff described the
process as a “case-by-case evaluation to determine, first, what is an adequate level of financial guarantees for the



February 21, 2025
Sable Change of Owner, Operator, Guarantor
Page 10 of 39

consist[ed] of case by case evaluation to determine, first, what is an adequate level of financial
guarantees for the facility, and second, what types of guarantee are acceptable.”® And, where
appropriate, “the Director of Planning and Development and the Planning Commission . . .
[would] impose additional permit conditions . . . stipulating financial guarantees.”>

While this approach allowed the County some amount of oversight over changes in
owner/operator, there were a few issues with it. First, not all permits allowed the County to
review changes in owner/operator under the Zoning Ordinance, namely “[o]lder permits, such as
the one held by Venoco, Inc. for the Ellwood Marine Terminal.”*® Second, the permits that did
allow the County to invoke the Zoning Ordinance tended to vary as to specific requirements or
procedures for permitting new owners and operators.’! And third, as noted, the Zoning
Ordinance lacked specific guidance for permit transfers.%? Thus, “[o]versight of handling such
changes [was] spotty and the permit transfer process [was] inconsistent.”®?

So, the County was faced with a growing need to protect the public from potentially
inexperienced and/or undercapitalized operators, but the available process to do so was “not well
suited to the task.”®* Chapter 25B was introduced to address that issue.

Hence, the purpose of Chapter 25B was two-fold. First, it was intended to create a more
predictable and uniform transfer process, largely for the benefit of the oil and gas industry.®® But,
more importantly, it was intended to codify the key components of the County’s historical
review process — including its broad examination of a proposed owner/operator’s capability.®
Indeed, in adopting Chapter 25B, the Board specifically cited the following as the impetus for
the ordinance:

The County stands to suffer significant adverse environmental impacts and
substantial harm to public health, safety, and welfare unless all owners and
operators are a) capable of operating oil refineries and onshore oil and gas
facilities that support the recovery of offshore reserves in a safe manner and in
full compliance with permit conditions and applicable law, b) financially capable
of paying the cost of proper abandonment, including remediation of contaminated
soils and waters, and c) financially capable of paying for all legally compensatory
damages or injuries suffered by any property or person that result from or arise
out of any oil spill or other accident.®’

facility, and second, what types of guarantee are acceptable.”) [hereinafter “2001 Staff Report re Chapter 25B”],
attached hereto as “Attachment 5.”

82001 Staff Report re Chapter 25B, supra note 57, at 17.

392002 Board Agenda Letter re Chapter 25B, supra note 49, at 2.

60 Jd. at 2.

1 Jd. at 2.

62 Jd. at 3.

3 Jd. at 3.

64 Jd. at 3.

85 See id. at 3.

% Jd. at 3; 2001 Staff Report re Chapter 25B, supra note 57, at 17.

7 Board of Supervisors’ Findings of Fact for Adoption of Chapter 25B, attached hereto as “Attachment 6.”
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Thus, contrary to Staff’s interpretation, Chapter 25B was never intended to be ministerial
in nature. It was intended to preserve and expand on the County’s historical practice by
providing the County the necessary discretion to conduct a thorough review of a proposed
owner/operator’s financial capacity, make determinations on a case-by-case basis, and exact
financial guarantees where necessary. The attached letter from John Day — former Planning and
Development staff and one of the authors of Chapter 25B — confirms as much. %

2. Chapter 25B’s Financial Assurance Provisions Require that Sable
Demonstrate it has the Financial Wherewithal to Remediate a Spill or
Other Accident and Abandon the Facilities

With the above in mind, we turn next to Chapter 25B’s financial assurance findings,
which are codified, in part, at 25B-9(a)(2), 25B-9(e)(1), and 25B-10(a)(2). These provisions
require that

All necessary insurance, bonds or other instruments or methods of financial
responsibility approved by the county and necessary to comply with the permit
and any county ordinance have been updated, if necessary, to reflect the new
operator and will remain in full effect following the operator change.

Staff takes this to mean that, to satisfy Chapter 25B, (1) Sable only needs to provide
specific financial responsibility documents contemplated in the various permits for the Facilities,
and (2) accordingly, Sable only needs to provide a Certificate of Insurance for its offshore
operations, as required by the SYU Permit. According to Staff, Sable does not need to
demonstrate that it has the financial capability to abandon any of the Facilities or remediate an
accident — despite the clear intent of Chapter 25B to ensure exactly that.

a. Intended Application of Chapter 25B’s Financial Assurance Provisions

Unsurprisingly, the legislative record for Chapter 25B makes it abundantly clear that this
is not how the financial assurance provisions are intended to be implemented. As Staff explicitly
stated at the time Chapter 25B was introduced, “[t]he ordinance does require new owners,
operators and guarantors to demonstrate the financial wherewithal to cover the cost of timely and
proper abandonment . . . and to cover natural resource damage.”%

Part of Staft’s apparent confusion here can be attributed to the fact that Chapter 25B was
never intended to be a standalone ordinance. Rather, it was intended to be the first in a sequence
of ordinances that “together [would] provide a solid structure of financial responsibility
regulations that apply to ongoing operations as well as to the special case of owner/operator
change.””® Most notably, Chapter 25B was to eventually be accompanied by a Financial
Responsibility Ordinance (“FRO”) — hence the reference in 25B-9(a)(2), 25B-9(e)(1), and 25B-

%8 Letter from John Day, supra note 1.
2001 P&D Memo re Chapter 25B, supra note 2, at 2 (emphasis added).
Id.
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10(a)(2) to “other County ordinances.”’! Because the FRO would “separately . . . establish
specific procedures for determining adequate financial assurances,” Chapter 25B was
intentionally left vague and “does not provide specific guidance for determining the amount of
financial responsibility.””?

Unfortunately, the FRO never came to fruition, presumably because of a lack of funding.
However, Staff who introduced Chapter 25B explained how it is supposed to apply without the
FRO on the books:

[Chapter 25B] will continue for the time being the present practice, which
consists of case by case evaluation to determine, first, what is an adequate
level of financial guarantees for the facility, and second, what types of
guarantee are acceptable. . .. /f in the future, an ordinance addressing financial
responsibility for all facilities is adopted, then the specific detailed requirements
will be codified at that time.”?

Indeed, on a later occasion, Staff again clarified that, unless and until an FRO is adopted,
“. .. the current case-by-case method for determining the amounts and methods of financial
assurances would continue, utilizing the permit reopener provisions.””* It bore repeating: . . .
the current practice of setting financial responsibility requirements, on a case-by-case basis,
would continue until a financial responsibility ordinance is adopted.””

Accordingly, absent an FRO, Chapter 25B requires that the County “determine|[] the
amount of financial assurances on a case-by-case basis, as changes of operator or owner
occur,”’® with “[t]he main concern [being] to assure compensation for clean-up and damages for
potential future accidents and oil spills.””’

b. Staff’s Interpretation Cannot Be Reconciled with Other Provisions of
Chapter 25B.

It is no wonder that Staff’s current interpretation cannot be reconciled with a number of
other provisions in Chapter 25B. This tension — between Staff’s interpretation and other parts of
Chapter 25B — only underscores that Staff is misunderstanding and misapplying Chapter 25B.

Take Chapter 25B-10(b), for example, the “permit re-opener” provision. It allows the
planning commission to

impose additional conditions on the permit in order to ensure that any insurance
or other financial guarantees that were submitted to and relied on by the planning

" See, e.g., 2002 Board Agenda Letter re Chapter 25B, supra note 49, at 2.
722001 P&D Memo re Chapter 25B, supra note 2, at 2.

732001 Staff Report re Chapter 25B, supra note 57, at 17 (emphasis added).
742001 P&D Memo re Chapter 25B, supra note 2, at 17.

B Id.

75 Id. at 16.

72001 Staff Report re Chapter 25B, supra note 57, at 16.
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commission as a basis to make any finding required by this chapter are
maintained.”®

In other words, the provision specifically contemplates that (1) financial assurance review under
Chapter 25B involves more than a ministerial assessment of financial responsibility documents
required in the permit(s) at issue, and (2) an applicant may be required to provide financial
assurances above and beyond what is required in the permit(s). Indeed, as Staff explained at the
time Chapter 25B was introduced,

The intent of this re-opener is to augment financial assurances where a new owner
or operator may not have the financial wherewithal to cover the costs of spills or
abandonment. The augmentation may address either the type of assurances
provided or the amount of assurances. The ability to reevaluate financial
assurances would be especially important if an under-capitalized firm were to
purchase a facility from one of the majors or large independents. . . . Therefore,
the ordinance provides the decision maker with discretion to require another,
more secure instrument of financial assurance . . . .”

Then there is Chapter 25B-6(f), which sets forth required application contents. Pursuant
to Chapter 25B-6(f)(2)(d), in applying for a permit transfer under Chapter 25B, an applicant is
required to submit “[f]inancial information on any owner, operator, or other guarantor needed for
the director or planning commission to make the financial guarantees finding. This information
shall include the previous year’s annual report, audited financial statements, and required SEC
filings.”%° Obviously, such information would not be required unless Chapter 25B included a
sweeping assessment of a proposed owner/operator’s finances; if, as Staff incorrectly suggest, an
applicant needed only present financial responsibility documents contemplated in the permits at
issue, such information would not be necessary.

Staff’s incorrect interpretation — that an applicant satisfies Chapter 25B by merely
submitting the financial responsibility documents contemplated in the permit(s) at issue —
simply cannot be reconciled with these provisions. It renders them superfluous, and Chapter 25B
as a whole disharmonious. “[A]voiding interpretations which render [a] measure unreasonable,
disharmonious, or superfluous in whole or in part” is one of the most basic tenets of statutory
interpretation. ®!

In sum, Staff’s interpretation undermines the entire purpose of Chapter 25B, runs counter
to basic principles of statutory interpretation, and, as thoroughly demonstrated by the legislative
record for Chapter 25B, is plainly erroneous. Again, if there was any doubt about the scope of
financial assurances required under Chapter 25B, Staff resolved that at the time the ordinance
was introduced:

78 Chapter 25B-10(b).

72001 P&D Memo re Chapter 25B, supra note 2, at 18.

80 25B-6(f)(2)(d) (emphasis added).

81 Las Virgenes Educators Assn. v. Las Virgenes Unified School Dist. (2001) 86 Cal.App.4th 1, 10.
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The ordinance does require new owners, operators and guarantors to demonstrate
the financial wherewithal to cover the cost of timely and proper abandonment . . .
and to cover natural resource damage. %’

3. 25B-10(a)(9) Imposes Its Own Financial Requirements, which Separately
Require that Sable Demonstrate it Can Remediate an Oil Spill and
Abandon the Facilities.

In their limited discussion of Sable’s financial assurances, Staff pay little attention to
Chapter 25B-10(a)(9), dismissing it as a provision that solely concerns an operator’s experience
and expertise to safely operate. Yet the plain language of the provision indicates otherwise. It
states, in relevant part,

Operator Capability. The proposed operator has the skills, training, and resources
necessary to operate the permitted facility in compliance with the permit and all
applicable county codes and has demonstrated the ability to comply with
compliance plans listed in section 25B-10.1.f.%*

“Resources” means “[s]tocks or reserves of money, materials, people, or some other asset,
which can be drawn on when necessary.”* Accordingly, per the plain language of the provision,
Chapter 25B-10(a)(9) requires that Sable demonstrate it has the resources — including money —
to operate in compliance with the permit and County code.

As to accidents, SYU Permit Condition XI-2.w states that, in the event of an oil spill, the
permittee “shall be responsible for the cleanup of all affected coastal and onshore resources, and
for the successful restoration of all affected areas and resources to prespill conditions.” However,
all of the permits clarify that Sable would be held liable in the event of a spill or other accident
from the Facilities.®®

As to abandonment, each Permit contemplates that Sable will ultimately be responsible
for the abandonment of the Facilities, with at least one permit — the POPCO Permit —
expressly requiring that Sable post a performance bond for abandonment, as discussed further
below.®® Likewise, Chapter 25B-4(i) expressly states that “[t]he current owner or operator . . .
shall be responsible for the proper abandonment of the facility.” Section 35-170 of the County
Code — “Abandonment of Certain Oil/Gas Land Uses” — further contemplates the prompt
abandonment of the Facilities.®’

822001 P&D Memo re Chapter 25B, supra note 2, at 2 (emphasis added).

8 Chapter 25B-10(a)(9) (emphasis added).

8 Definition of Resources, Oxford English Dictionary,
https://www.oed.com/dictionary/resource_n?tab=meaning_and use#25663862 (last visited Feb. 20, 2025).

8 SYU Permit, Condition XI-2.w ; POPCO Permit, Condition A-12; Las Flores Pipeline Permit, Condition A-12.
8 SYU Permit, Condition XIX-1; POPCO Permit, Condition Q-2; LFP Permit, Condition O-1.

87 County Code, Section 35-170.
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Accordingly, separate and apart from Chapter 25B-9(a)(2), 25B-9(e)(1), and 25B-
10(a)(2), Chapter 25B-10(a)(9) requires that Sable demonstrate that it has the resources to
remediate an oil spill from the Facilities and promptly abandon them. Sable fails to do so.

B. Sable Has Not Shown that It Has the Financial Wherewithal to Remediate an
Accident — e.g., an Qil Spill — as Required by Chapter 25B.

As explained at length above, to approve the transfers, Sable must assure the County that
it is financially capable of remediating an accident from its facilities.

As we know from the Refugio Oil Spill, responding to a spill could cost $870M, if not
more. If a similar spill were to occur during Sable’s restart of the Facilities, or in the months
following, Sable would simply not have the financial resources to remediate the spill. In fact, in
light of Sable’s capitalization issues, a spill would all but guarantee insolvency for the company.
The single Certificate of Insurance that Sable submitted — which is not a policy — does nothing
to assuage those concerns.

Accordingly, the County cannot make the findings in Sections 25B-9(a)(2), 25B-9(e)(1),
25B-10(a)(2), or 25B-10(a)(9).

1. The $870M Cost to Respond to the Refugio Oil Spill Establishes a
Baseline for Financial Assurances.

Unlike many facilities, the County has unequivocal evidence of the potential damage
that an accident at Sable’s facilities can cause. According to the California Department of Fish
and Wildlife, when CA-324 ruptured in 2015, it released more than 120,000 gallons of crude
oil into the surrounding environment.®® Some estimates put the number as high as 450,000
gallons.

Just six weeks after the spill, Plains estimated that it had already spent nearly $100M in
clean-up costs.”® In the years that followed, Plains would go on to spend hundreds of millions
more dollars for further clean-up, natural resource damage assessments, civil penalties, and
settlements with affected business and property owners.’! As of September 30, 2024, Plains

88 NRDA, supra note 10, at 4.

8 Expert Report of Igor Mezic, Ph.D., Andrews v. Plains All American Pipeline, LP, October 21, 2019, pp. 16-17.
N Refugio oil spill cleanup costs near $100 million, Pacific Coast Business Times (June 27, 2015),
https://www.pacbiztimes.com/2015/06/27/refugio-oil-spill-cleanup-costs-near-100-million/

ol See, e.g., Settlement Agreement at Art. 3, Andrews et al. v. Plains All American Pipeline, L.P. et al., No. 2:15-cv-
04113-PSG-JEM (C.D. Cal. May 12, 2022), available at: https://www.plainsoilspillsettlement.com/admin/api/
connectedapps.cms.extensions/asset?id=028b30fd-95e1-4e64-a236-2d84bb1b6907 &languageld=1033 &inline=true;
Consent Decree, supra note 42; Pipeline and Hazardous Materials Safety Administration, Valuation of Crude Oil
Spills in Transportation Incidents, p. 78 (April 2023), available at:
https://www.phmsa.dot.gov/sites/phmsa.dot.gov/files/2023-10/PHMSA-OilSpillCosts-Report-Final.pdf



https://www.pacbiztimes.com/2015/06/27/refugio-oil-spill-cleanup-costs-near-100-million/
https://www.plainsoilspillsettlement.com/admin/api/connectedapps.cms.extensions/asset?id=028b30fd-95e1-4e64-a236-2d84bb1b6907&languageId=1033&inline=true
https://www.plainsoilspillsettlement.com/admin/api/connectedapps.cms.extensions/asset?id=028b30fd-95e1-4e64-a236-2d84bb1b6907&languageId=1033&inline=true
https://www.phmsa.dot.gov/sites/phmsa.dot.gov/files/2023-10/PHMSA-OilSpillCosts-Report-Final.pdf
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“estimate[d] that the aggregate total costs we have incurred or will incur with respect to the
[Refugio Oil Spill] will be approximately $870 million.”*?

The Refugio Oil Spill gives us invaluable information about what a spill could look like
at Sable’s facilities, and the cost of restoring affected areas to pre-spill condition. But it is only
one scenario. It is easy to see how a spill could be far more catastrophic, especially if a rupture
were to occur in Sable’s subsea pipelines. Even another spill from its onshore pipelines could be
twice the size of the Refugio spill, says an analysis prepared for the County.®*

Remember, too, that it is not only Sable’s defective pipelines that could cause a spill.
And, events outside of Sable’s control can also contribute to a major disaster. Consider the 2021
Alisal Fire, for example. The Alisal Fire actually burned into Las Flores Canyon, surrounding the
processing plants.”* Just a few years before that, the Sherpa Fire did the same, coming
exceedingly close to the Las Flores Canyon facilities.”

In short, having already seen firsthand the damage wrought by these Facilities, it would
be irresponsible for the County, and inconsistent with Chapter 25B, not to ensure Sable is
capable of responding to a disaster on par with the Refugio Oil Spill. Thus, the figures associated
with the Refugio Oil Spill (totaling $870M) must represent the absolute floor for evaluating the
financial resources necessary to respond to an accident.

2. Sable Lacks Sufficient Capital to Respond to a Spill or Other Accident

Sable is operating at a $682M deficit, and it will not have a revenue stream unless and
until it restarts the SYU. Without any reliable income, Sable itself acknowledges that it could
have little to no capital on hand at the time it resumes production, which would leave it incapable
of remediating a spill or other accident.”®

In its most recent quarterly report, Sable reported that, as of September 30, 2024, it had
just $288M in available cash or cash equivalents.’” And, more than likely, that figure has steadily
decreased over the last few months, owing to general operating, maintenance, and administrative
expenses, as well as legal fees.

Moreover, Sable estimates that its remaining start-up expenses — which are “expected to
[be paid] from cash on hand” — amount to approximately $197M.% Per Sable, this estimate
accounts for costs to “obtain[] the necessary regulatory approvals and complet[e] the pipeline

92 Plains All American Pipeline, L.P., Securities and Exchange Commission Form 10-Q, p. 29 (Nov. 8, 2024)
[hereinafter “Plains 10-Q™], available at:
https://www.annualreports.com/HostedData/AnnualReports/PDF/NYSE PAA_2023.pdf.

9 County Draft EIR, supra note 43, at 79.

% CIIMT, Alisal Fire Burn Scar, attached hereto as “Attachment 7.”

9 CIIMT, Sherpa Fire Burn Scar, attached hereto as “Attachment 8.”

% See Q3 Report, supra note 32, at 6 (“[TThe Company may have insufficient funds available to operate its business
prior to first production . . . .”)

7Id. at 1.

% Id. at 34.
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repairs and bring[] the shut-in assets back online.”®® But Sable neglects to account for additional
financial burdens, such as ongoing litigation that may be an impediment to restart. Despite its
recent settlement with the County, it is incurring attorneys’ fees in litigation with private
landowners, '% litigation with the Coastal Commission,'°! and litigation regarding lease
extensions for its offshore platforms.!%? It was also recently notified by CalGEM that it may have
to post a bond for the decommissioning of some of its “production facilities.” % Thus, Sable’s
$197M estimate for additional costs may be well undervalued.

And, even after restart, Sable would likely struggle to replenish its cash on hand in the
face of its $800M+ debt to Exxon.!* Sable will be incentivized to pay down its debt to Exxon as
soon as possible to reduce the size of its interest payments, dramatically extending the period in
which Sable is operating at a deficit. Not to mention, the entire $800M+ debt comes due just
ninety days after restart.'®

Of course, all of this begs the question: how much capital will Sable actually have on
hand when it resumes operations and in the months following? Even Sable acknowledges the
possibility that it will exhaust its remaining capital before it restarts the SYU.!% Staff do not
account for this scenario, which is a very real possibility for which the County must be prepared.
Indeed, according to Sable itself, “substantial doubt exists about the Company’s ability to
continue.” !’

Consider what would happen if Sable diminishes its remaining cash — which Sable
acknowledges is a possibility — and a catastrophic spill occurs during or shortly after
Sable’s restart of the SYU. The SYU would once again become a crippling economic burden,
and Sable would not have the financial resources to clean up the spill, compensate affected
property owners, or pay for natural resources damages and restoration. Even the $288M in cash
that Sable previously had on hand would cover only a fraction of its financial obligations, which,
as discussed, could start at around $870M. And that does not even account for Sable’s $800M+
debt to Exxon, for which Sable would still be on the hook, and which raises its total possible
liabilities to around $1.6B. In short, such an incident would all but guarantee Sable’s
insolvency.

Accordingly, Sable cannot assure the County that it will have sufficient capital to respond
to a spill.

9 Id.

100 See Complaint, Zaca Preserve, LLC v. Sable Offshore Corp. et al., Santa Barbara County Case No. 24CV05483.
101 See Complaint, Sable Offshore Corp. et al. v. California Coastal Commission, Santa Barbara County Case No.
25CV00974.

102 See Sable Offshore Corp.’s Motion to Intervene, Center for Biological Diversity et al. v. Debra Haaland et al.,
No. 2:15-cv-04113-PSG-JEM (C.D. Cal. May 12, 2022), Case No. 2:24-cv-05459, Central District, Motion to
Intervene.

103 See CalGEM Letter to Sable (Sept. 26, 2024), attached hereto as “Attachment 9.”

104 Q3 Report, supra note 32, at 16-17.

105 Senior Secured Term Loan Agreement, supra note 29, at 4.

106 3 Report, supra note 32, at 6.

197 Id. (emphasis added).
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3. Sable’s One Certificate of Insurance is Insufficient to Assure the County it
Can Remediate a Spill or Other Accident.

Nonetheless, Staft suggest that Sable’s insurance coverage provides adequate financial
assurances for purposes of Chapter 25B.!% There are at least four glaring issues with Staff’s
position.

First, Staff have not actually evaluated any insurance policy. All that Sable submitted is a
single Certificate of Insurance, which does little to clarify the scope of Sable’s insurance
coverage. For example, does the insurance only apply to “wells,” which are specifically
referenced, or does it extend to subsea pipeline ruptures? What about the onshore facilities? Does
it cover negligent behavior, similar to what we saw with Plains? Without the actual policy, the
County simply cannot assess the possible limitations on Sable’s coverage, and thus the adequacy
of its insurance.

Second, it is unlikely that Sable would be fully reimbursed for a claim. Indeed, Plains is
still trying to claw money back from its insurers ten years after the Refugio Oil Spill, and only
about half of its $500M policy was ever paid out.!%’ And, there’s the obvious question: what
motivation would Sable have to go through a lengthy, expensive fight to get an insurance claim
paid out if it is insolvent?

Third, let us assume, as Staff claim, that Sable is insured up to $401M — even though
Sable’s Certificates of Financial Responsibility (“CFRs”), discussed below, indicate the number
is only $101M. Let us also assume that Sable’s insurer promptly and fully approves a claim for
that amount. Sable’s insurance would still be insufficient to fully respond to an accident
comparable to the 2015 disaster ($870M). As discussed above, it is distinctly possible that Sable
has little to no capital on hand at the time it actually restarts the SYU; thus, even with insurance,
Sable could still face a deficit of hundreds of millions of dollars. Indeed, that is exactly what
happened with Plains, which recently reported that its “incurred costs for the [Refugio Oil Spill”
have exceeded [its] insurance coverage limit . . . by $370 million.”!!°

Remember, Chapter 25B requires the County to evaluate financial assurances on a case-
by-case basis. While a similar policy may have been sufficient for Exxon, whose capitalization
was never in question, it is patently not for Sable under the circumstances.

4. Sable’s CFRs Merely Suggest that Sable Has $101M — Rather Than
$401M — in Liability Insurance.

Likewise, Sable’s CFRs, which state only that Sable has up to $101M in liability
insurance, do not assuage the above concerns.

18 Board Agenda Letter Recommending Approval of Sable’s Applications of Chapter 25B, p. 6.
199 Plains 10-Q, supra note 92, at 28-29.
10 7d. at 29.
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To operate its facilities, Sable must obtain CFRs from OSPR for its subsea pipelines and
the Las Flores Pipeline System.'!! To do so, OSPR regulations require that Sable demonstrate it
is financially capable of remediating a “reasonable worst-case spill” from these facilities.!!? The
amount of financial assurances that Sable must provide is determined by calculating the
reasonable worst-case spill volumes for each facility, and then plugging those figures into an
equation set forth in OSPR regulations. !

Unfortunately, the equation that OSPR uses is limited in scope and does not accurately
reflect the costs of a major disaster. For example, when calculating a “reasonable worst-case
spill” volume, OSPR assumes an operator will immediately notice the spill, will immediately
shut down the facility, and will not manually reactivate the facility despite signs of pressure loss
— all things that did not occur in the 2015 disaster. The equation also uses a somewhat arbitrary
number — $12,500 per barrel — to determine the costs of a spill, which has not been updated in
at least fifteen years.

The shortcomings of OSPR’s process are readily apparent in the CFRs that it issued to
Sable. For CA-324, OSPR has only required that Sable show assurances for 1935 barrels, at an
amount of $100M. Yet we know from 2015 that a spill from CA-324 can be at least 3,400
barrels. And, we know that the cost of the Refugio Spill to Plains ended up being around
$255,000 per barrel — not even close to the $12,500 figure used by OSPR.!'!* Thus, even at
OSPR’s conservative 1935 figure, a more realistic cost of another disaster is closer to $493M.
Indeed, recall that Plains spent $100M in just the first six weeks after the Refugio Spill.

Moreover, OSPR’s process simply does not account for the realities of the situation,
namely that a spill from these facilities near restart would all but guarantee Sable’s insolvency.
There would be little to no motivation for Sable to vigorously pursue an insurance claim.

As to whether OSPR’s process somehow precludes the County from independently
assessing Sable’s capability to remediate a spill, Staff answered that at the time Chapter 25B was
passed:

OSPR does not preclude the County from requiring financial assurances for
coastal facilities, nor does it address financial assurances for onshore oil spills and
other types of accidents at facilities covered under the proposed ordinance.''®

Thus, while the County may certainly consider OSPR’s independent review, it need not defer to
it. Nor would it be appropriate to do so under the circumstances, where we have historical
evidence of the cost to remediate a spill and a company at extreme risk of insolvency.

111 See 14 CCR § 791.7(h).

112 See id.

113 See 14 CCR § 791.7(h)(B).

114 $870M divided by 3,400 barrels equals $255,882.35.

1152002 Board Agenda Letter re Chapter 25B, supra note 49, at 3-4.
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Ultimately, all that Sable’s CFRs show is that it may have $101M in liability insurance
— which, curiously, is a far cry from the $401M stated on the Certificate of Insurance that Sable
submitted to the County. For the reasons discussed supra Part I1.B.1-3, a $101M insurance
policy — that the County has not even seen — is insufficient for purposes of Chapter 25B,
especially considering Sable’s capitalization issues.

In sum, the amount and adequacy of financial assurances required under Chapter 25B is
to be assessed on a case-by-case basis. Having already seen firsthand the damage wrought by the
Facilities, the County must assure that Sable is capable of responding to a disaster on par with
the Refugio Oil Spill, the total cost of which could be upwards of $870M. Requiring anything
less would be irresponsible and inconsistent with Chapter 25B.

Because Sable cannot assure the County that it will be able to bear that financial burden,
the County cannot make the findings in Sections 25B-9(a)(2), 25B-9(¢e)(1), 25B-10(a)(2), or
25B-10(a)(9), and it must therefore deny Sable’s applications.

C. Sable Has Not Shown that It Has the Financial Wherewithal to Abandon the
Facilities, as Required by Chapter 25B, or Posted the Performance Bonds
Required by the Permits.

Alongside spill remediation, the other key requirement of Chapter 25B is that Sable show
it has the financial capability to abandon the Facilities — not at an indefinite point in the future,
but starting the day the permits are transferred, and continuing until the project is winded down.

Again, at issue is a company whose only assets may never actually come online, and
whose very viability is a “going concern.” As Sable itself acknowledges, there is a distinct risk
that the County transfers the Permits, Sable bankrupts before it ever restarts, and Sable has no
resources to abandon the Facilities. !¢

Under the circumstances, the only way Sable can provide the necessary assurances
required by Chapter 25B is by posting performance bonds, which, incidentally, is required by at
least one of the Permits prior to transfer. Because Sable has failed to do so, the County cannot
make the findings in Sections 25B-9(a)(2), 25B-9(e)(1), 25B-10(a)(2), or 25B-10(a)(9).

1. Sable May Never Restart and has not Provided Adequate Financial
Assurances that it Can Properly Abandon the Facilities

One of the most concerning parts of Staff’s review is that it entirely ignores the fact that
Sable may never restart the Facilities — its only assets and source of revenue. In this /ikely
scenario, Sable would go bankrupt, leaving it unable to properly abandon the Facilities and
putting the burden on the County to clean up the mess.

116 See Q3 Report, supra note 32, at 6 (“[TThe Company may have insufficient funds available to operate its business
prior to first production . . . .”).
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Indeed, it has now been over a year since Sable acquired the Facilities, yet it is nowhere
close to restarting them. Sable still has to clear a lengthy list of additional hurdles, including, but
not limited to:

e Obtain a new easement from California Department of Parks and Recreation for the
portion of the Las Flores Pipeline System that passes through Gaviota State Park, which
may require environmental review;'!”

e Resolve litigation regarding an allegedly expired easement in Zaca Preserve, LLC v.
Sable Offshore Corp. et al., Santa Barbara County Case No. 24CV05483;

e Resolve litigation regarding federal lease renewals and permit modifications in Center for
Biological Diversity et al. v. Debra Haaland et al., Case No. 2:24-cv-05459;

e Lift the injunction on acid well stimulation treatments entered in Environmental Defense
Center et al. v. Bureau of Ocean Energy Management et al., Case No. 2:16-cv-08418-
PSG-FFM. (Exxon averred, in a sworn declaration, that it anticipated acid well
stimulation treatments would be required in order to restart production);''®

e Obtain four State Lands Commission leases, currently held by Exxon, to operate
infrastructure located in State waters; '’

¢ Obtain an after-the-fact Coastal Development Permit (“CDP”’) from the California
Coastal Commission (“CCC”) for valve installations; '

e Obtain an after-the-fact CDP from CCC for repair work on the Las Flores Pipeline
System; !

e Obtain, potentially, a new or modified CDP to restart the Las Flores Pipeline System;'??

e Comply with the California Department of Fish and Wildlife’s (“CDFW”) December 20,
2024, Notice of Violation, presumably by obtaining a Stream Alteration Agreement;'??

117 Letter from California Department of State Parks to Sable (Dec. 20, 2024), attached hereto as “Attachment 10.”
118 Declaration of Ken Down ISO Exxon’s Motion to Intervene, Environmental Defense Center et al. v. Bureau of
Ocean Energy Management et al., Case No. 2:16-cv-08418-PSG-FFM, attached hereto as “Attachment 11.”

119 See California State Lands Commission, Determinations of Application Incompleteness, attached hereto as
“Attachment 12.”

120 Executive Director Cease and Desist Order No. ED-25-CD-01, attached hereto as “Attachment 13.”

121 Id

122 See Center for Biological Diversity’s Appeal to Board of Supervisors.

123 California Natural Resources Agency, Summary of State Regulation of Crude Oil Pipelines in Santa Barbara
County, p. 4 (Jan. 13, 2025), available at https://resources.ca.gov/-/media/CNRA-
Website/Files/NewsRoom/Educational-Portal/Post--Summary-of-regulatory-oversight-over-Sable-oil-pipelines-

011325.pdf.
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e Obtain, potentially, an Incidental Take Permit under the Endangered Species Act, as
directed by the United States Fish and Wildlife Service; '

e Obtain regulatory coverage for its discharge of waste into Waters of the State, as required
by the Regional Water Quality Control Board (“RWQCB”);!%

e Obtain coverage under the National Pollutant Discharge Elimination System general
permit for storm water discharges;'%°

e Post a bond with the California Department of Conservation, Geologic Energy
Management Division (“CalGEM”), for the decommissioning of the Las Flores Canyon

Processing Plant;'?’

e Complete repairs and deferred maintenance on CA-324, including in Gaviota State Park,
where it lacks an easement; '?®

e Complete repairs and deferred maintenance on CA-325, including in Gaviota State Park,
where it lacks an easement; '?’

e Complete a successful hydrotest of CA-324;!3°

e Complete a successful hydrotest of CA-325;!3!

e Obtain approval from OSFM for its proposed restart plan for CA-324;!3?

e Obtain approval from OSFM for its proposed restart plan for CA-325;'* and

e Obtain approval from OSFM to restart the Las Flores Pipeline System. '3

124 Letter from United States Fish and Wildlife Service to Sable (Nov. 26, 2024), attached hereto as “Attachment
14

125 Regional Water Quality Control Board Notice of Violation to Sable (Dec. 13, 2024), attached hereto as
“Attachment 15.”

126 Regional Water Quality Control Board First Notice of Non-Compliance to Sable (Dec. 13, 2024), attached hereto
as “Attachment 16”; Regional Water Quality Control Board Second Notice of Non-Compliance to Sable (Jan. 22,
2025), attached hereto as “Attachment 17.”

127.CalGEM Letter to Sable, supra note 103.

128 Pathways for Restarting Pipelines, Office of the State Fire Marshal, https://osfm.fire.ca.gov/what-we-
do/pipeline-safety-and-cupa/pathways-for-restarting-pipelines (last visited Feb. 20, 2025).

129 14

130 Letters of Decision on State Waivers for CA-324 and CA-325, supra note 44.

1314

132 Pathways for Restarting Pipelines, Office of the State Fire Marshal, https://osfm.fire.ca.gov/what-we-
do/pipeline-safety-and-cupa/pathways-for-restarting-pipelines (last visited Feb. 20, 2025).

133 g

134 Consent Decree, supra note 42, at Appendix D, pp. 1, 4.
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Thus, it is distinctly possible — if not likely — that Sable never restarts, either because it fails to
complete one or more of the above, or it exhausts its remaining capital before it is able to do so.
As Sable itself says, “[d]ue to the remaining regulatory approvals necessary to restart production
.. . substantial doubt exists about the Company’s ability to continue,” and it “may have
insufficient funds available to operate its business prior to first production.”!3?

Because the Facilities are Sable’s only assets, if Sable fails to restart them, Sable will
bankrupt. Yet Sable has simply not provided any assurances, by way of bond or otherwise,
that it will be able to abandon the Facilities in that scenario.

Moreover, even if Sable were to restart, it still cannot assure the County it will have the
financial wherewithal for proper abandonment. As discussed above, a spill during restart or
shortly thereafter would all but guarantee Sable’s insolvency. Thus, not only would Sable be
unable to remediate a spill, it would also be unable to meet its burden to abandon the Facilities,
incumbering the taxpayers with both responsibilities.

Unable to escape the obvious — that Sable does not have the financial wherewithal for
abandonment — Staff point to Exxon instead, claiming that Exxon could potentially be liable
under Chapter 25B-4. But the question before the Board is not whether some third-party can
conceivably be held liable for abandonment. The question is whether Sable, who is applying to
be the guarantor of the Facilities, can assure the County that it alone is capable of abandoning the
Facilities.

In fact, at the time Chapter 25B was passed, Staff explicitly cautioned against relying on
theories of third-party liability. In response to this exact point — “[if] the most recent operator is
not financially solvent, the County can track down the previous operators” — Staff stated:

Financial assurance rules have become a common tool to enforce liability law.
While liability alone works in theory, financial assurances provide the necessary
guarantees that a facility will be timely and properly abandoned even in the event
of bankruptcies, corporate (or company or partnership) dissolution, or sheltering
of assets overseas.

Moreover, the County's own experience shows that efforts to hold previous oil
operators financially responsible can be very costly to the County. The County
expended over $300,000, for example, to get previous oil operators to clean up
contaminated soils at Santa Barbara Shores. The County incurred these costs in
conducting a site assessment, tracking down previous owners, negotiating dean-
up responsibilities of contaminated sites with previous owners, paying for
permitting costs associated with clean up that previous oil operators refused to
pay, and paying for post-clean up restoration of the site. Financial -assurance
requirements can foster timely and relatively lost-cost public access to
compensation or performance by reducing litigation and administrative costs.'®

135 See Q3 Report, supra note 32, at 6
1362001 P&D Memo re Chapter 25B, supra note 2, at 10.
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Indeed, in reality, the County would end up in protracted litigation trying to collect from Exxon,
with the best result likely being a settlement that splits costs between the parties.

In sum, in light of Sable’s extreme risk of insolvency, the only way to assure the County
that it can abandon the Facilities is by posting bonds for each facility at issue. Having failed to
do so, the County cannot make the findings in Sections 25B-9(a)(2), 25B-9(e)(1), 25B-10(a)(2),
or 25B-10(a)(9).

2. The Permits Themselves Likewise Demand that Sable Post Performance
Bonds as a Condition of Transfer

Moreover, as Staff acknowledge, before the County can approve the proposed transfers,
Chapter 25B requires that Sable secure/submit any financial guarantees enumerated in the
Permits themselves.'*” That includes performance bonds for abandonment, which is required by
the POPCO Permit, and may be required, at the County’s option, for Sable’s remaining facilities.

Thus, separate and apart from the above analysis regarding Sable’s lack of assurances,
the Permits further clarify that performance bonds are required as a condition of transfer.

a. The POPCO Permit Requires that Sable Post a Performance Bond
for the Abandonment of the Facility.

Condition Q-2 of the POPCO Permit “requires the permittee to be responsible for the
proper abandonment of the facility.”!*® Specifically, Condition Q-2 provides as follows:

Immediately following permanent shut down of the facilities permitted herein,
[the permittee] shall abandon and restore all facility sites covered under this
permit consistent with County policies on abandonment and restoration of said
facilities in effect at that time. Absent any policies, [the permittee] shall remove
any and all abandoned processing facilities and portions of the import pipeline,
buried or unburied, constructed and/or operated under this permit, excavate any
contaminated soil, re-contour all sites and revegetate all sites in accordance with a
County approved abandonment and restoration plan within one year of permanent
shut down. [The permittee] shall post a performance bond, or other security
device acceptable to County Counsel, in an amount determined by the County.'*

Despite the plain language of the condition, staff claim that Sable only needs to post a
bond after the permanent shutdown of the facility, and thus bonding is currently required.'*°
Staff are mistaken.

137 Chapter 25B-9(a)(2), 25B-9(e)(1), and 25B-10(a)(2).

133 POPCO Permit, Condition Q-2.

139 POPCO Permit, Condition Q-2 (emphasis added).

140 Board Agenda Letter Recommending Approval of Sable’s Applications of Chapter 25B, p. 5.



February 21, 2025
Sable Change of Owner, Operator, Guarantor
Page 25 of 39

Staff appear to misread this condition as stating: “Immediately following permanent shut
down . . . POPCO shall post a performance bond.” That is not what the condition says. It says
that abandonment should occur “immediately following” shutdown, which makes sense. But the
bonding requirement is not so qualified.

Put differently, the condition imposes two requirements: (1) to abandon the facility
“immediately following” shutdown, and separately, (2) to post a performance bond to ensure
abandonment and restoration are completed. Staff have improperly applied the qualifying
language in the first requirement — “immediately following” — to the second requirement,
changing the intended meaning of the condition.

Not only does Staff’s interpretation defy the plain language of the condition, it is
nonsensical. The purpose of a bond is to guarantee that the operator will properly abandon the
facility and restore the site after it is shut down. But there are any number of reasons why a
facility may be shut down, including because an operator has gone bankrupt or does not have
sufficient capital to continue operations. In that case, the operator would not be able to fund the
abandonment of the facilities, leaving the County to pick up the pieces. Thus, the only way to
ensure the proper abandonment of the facility is to require a bond when an operator acquires the
facility, not after it has shut it down.

Accordingly, per the plain language of Condition Q-2, Sable is required to post a
performance bond for the abandonment of the POPCO Gas Plant. If it fails to do so, the County
cannot make the necessary findings in Section 25B-9(a)(2), 25B-9(e)(1), and 25B-10(a)(2) for
the transfer of the POPCO Permit.

b. The County Can — and Should — Require that Sable Post
Performance Bonds for the Abandonment of its Other Facilities.

Unlike the POPCO Permit, the SYU and Las Flores Canyon Pipeline Permits give the
County an option to ensure compliance with abandonment procedures: either require that the
permittee post a performance bond, or allow the permittee “to pay property taxes as assessed
during project operation until site restoration is complete.”!*! For obvious reasons, the County
should elect the former.

As discussed at length above, Sable is steadily losing capital and will not be profitable
until it restarts the SYU. Thus, it is a distinct possibility that Sable runs out of funds before it can
restart production, which Sable itself acknowledges. ** If that were to occur, absent a
performance bond, the County would have to foot the bill for the abandonment of Sable’s
facilities.

Surprisingly, Staff nonetheless suggest that it would suffice for Sable to pay property
taxes rather than post a bond.!** In doing so, it cites Sable’s cash or cash equivalents, which it

141 SYU Permit, Condition XIX-1; LFP Permit, Condition O-1.
142 Q3 Report, supra note 32, at 6, 34.
143 Staff Report Recommending Approval of Sable’s Applications, pp. 9, 31.
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claims are “sufficient to cover the continued payment of property taxes.”'** But staff ignores that
Sable (1) estimates it will spend an additional $197M in cash expenditures before restarting; (2)
is operating at a $682M deficit and will continue to do so until restart; and (3) in light of its
capital concerns, may bankrupt well before the abandonment process, either because it fails to
restart its facilities, or because it cannot cover the costs of another disaster.

Moreover, paying property taxes in no way guarantees sufficient funds to pay for
abandonment and decommissioning, as the County now knows given recent decommissioning
projects on the Gaviota Coast.

Accordingly, the only way to ensure the public is not left responsible for abandonment
costs is to require Sable to post performance bonds for each of its facilities. Thus, the County
should exercise its discretion to do so.

I11. Appeal Issue 5: The County Must Deny Sable’s Applications because Exxon and
Sable are Not in Compliance with All Existing Permit Conditions.

Section 25B-9(a)(5) and 25B-10(a)(5) prohibit the County from approving a change of
owner or operator unless Exxon was in compliance with all requirements of the Permits as of
July 30, 2024 — the date Sable’s applications were deemed complete.'*> However, to date,
Exxon and Sable are not in compliance with Condition A-7 of LFP Permit because the Las
Flores Pipeline System lacks effective cathodic protection.

Condition A-7, entitled “Substantial Conformity,” provides, in its entirety:

The procedures, operating techniques, design, equipment and other descriptions
(hereinafter procedures) described in 83-DP-25 cz, 83-CP-97 ¢z and in
subsequent clarifications and additions to that application and the Final
Development Plan are incorporated herein as permit conditions and shall be
required elements of the project. Since these procedures were part of the project
description which received environmental analysis, a failure to include such
procedures in the actual project could result in significant unanticipated
environmental impacts. Therefore, modifications of these procedures will not be
permitted without a determination of substantial conformity or a new or modified
permit. The use of the property and the size, shape, arrangement and location of
buildings, structures, walkways, parking areas and landscaped areas shall be in
substantial conformity with the approved Final Development Plan. !4

Thus, the condition has two corollary requirements, each of which are critical to public
safety and environmental integrity. First, it requires strict compliance with the pipelines’ initial
project proposal, which is the proposal that received environmental review and, based on that
review, approval. Second, it requires that any deviations from that proposal — no matter how

144 g
145 Chapter 25B-9(a)(5) and 25B-10(a)(5).
146 1., emphasis added.
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slight — be reviewed and approved, lest such modifications lead to unforeseen impacts; absent
either a substantial conformity determination or a new or modified permit, deviations “will not
be permitted.”

As relevant here, the 1985 joint Environmental Impact Report and Environmental Impact
Statement for the pipelines (the “1985 EIR/EIS”) included a comprehensive description of the
proposed project, from design and construction of the pipeline through to operation and
abandonment. '*” To our knowledge, it is the only surviving, publicly available document that
contains a complete description of the project.

Of the design features detailed in the 1985 EIR/EIS, the most important was the proposed
pipelines’ cathodic protection system — the primary means by which the pipelines would be
protected from corrosion.

While “[t]he first line of protection from pipeline corrosion is a good coating,” “a pipe
will corrode if steel is allowed to leave the pipe at bare spots . . . in the coating,” which wears
over time. *® Cathodic protection is designed to counter that corrosion process.'* In short, a
cathodic protection system forces electricity toward the pipe at bare spots in the coating, which,
when effective, protects the bare steel from corrosion. !>

Federal regulations have long required that buried pipelines generally be retrofitted with
cathodic protection.!>! Accordingly, consistent with those regulations, the project proposal
specified that “[t]he entire pipeline would be protected from corrosion with cathodic protection
systems consisting of groundbeds and rectifiers.”!>? To ensure the cathodic protection system
was functioning as intended, the system would be periodically inspected and maintained, and
“[c]orrosion control test stations would be installed with which to test the integrity of the
corrosion protection.” !>

The importance of the pipeline’s proposed cathodic protection system, and its centrality
to the project itself, cannot be overstated. As the pipeline’s primary means of corrosion control,
cathodic protection was foundational to the overall design of the pipeline and the ultimate
success of the project. As the 1985 EIR/EIS acknowledged, “[p]rotection of a pipeline from
corrosion is of critical importance to the environment as well as the pipeline operator”; without

147 California State Lands Commission et al., Final Environmental Impact Report Environmental Impact Statement
(January 1985) [hereinafter “Final 1985 EIR/EIS”]. The Final EIR/EIS is a finalizing addendum to the 1984 Draft
EIR/EIS. The preface of the Final EIR/EIS explains that it is intended to be read “in conjunction with, rather than in

place of, the Draft EIR/EIS . . . .” Thus, collectively, the two documents and their appendices form the project
EIR/EIS.

148 PHMSA Report, supra note 14, at Appendix E, p. 1.

199 See id.

150 Id

151 See 49 C.F.R. §§ 192.455, 195.563; see also PHMSA Report, supra note 14, at Appendix E, p. 1.

152 California State Lands Commission et al., Draft Environmental Impact Report Environmental Impact Statement,
p- 2-5 (August 1984) (emphasis added) [hereinafter “Draft 1985 EIR/EIS™].

153 Id. at 2-5, 2-32, 4-106.
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such protection, the strength of the pipeline wall can deteriorate, leading to a break in the pipe
and a possible oil spill.!>*

Relatedly, environmental review of the project was largely premised on an effective
cathodic protection system. Indeed, in predicting the likelihood of an oil spill — the primary
environmental impact considered — the 1985 EIR/EIS explicitly relied on cathodic protection as
a design specification that “would reduce the probability of an event [oil spill] occurring,” and
would be “very effective” in doing so.!*

Thus, cathodic protection was a foundational aspect of the project and its environmental
review; as repeatedly alluded to throughout the 1985 EIR/EIS, such protection was an essential
design element of the project, and the principal technology relied on to prevent a spill.!>® And, as
we have seen firsthand, the risks of departing from that design are not merely hypothetical; a
lack of effective cathodic protection was the root cause of the devastating 2015 spill. !>’

Accordingly, restarting the Las Flores Pipeline System without cathodic protection — as
Sable has proposed — represents a substantial deviation of the project that was initially
envisioned and approved, and thus a violation of Condition A-7.

True, the Las Flores Pipeline System is technically still retrofitted with a cathodic
protection system, as Staff point out. But the original project design for the pipelines
contemplated effective cathodic protection; the cathodic protection system was, quite obviously,
not intended to be merely ornamental.!*® Thus, per Condition A-7, the LFP Permit likewise
requires effective cathodic protection. To construe the permit otherwise would be plainly
inconsistent with the initial project proposal that was reviewed and approved.

Nor will Sable’s repair efforts somehow bring the pipelines into compliance, as Sable
may contend.

As the County is aware, Sable has engaged in unpermitted repair work over the last
several months to address severe anomalies in the pipeline system — i.e., areas where corrosion
of the pipeline walls has exceeded 40%. It is our understanding that, in some areas, Sable has, or
intends to, remove insulation on the pipelines and/or replace sections with new, uninsulated

pipe.159

154 Id. at 4-106 (emphasis added).

155 Final 1985 EIR/EIS, supra note 147, at 2-57, Appendix 4.3.

136 See, e.g., id. at 2-57, 2-94, 2-106, 4-53, 4-54, 4-55, H-35; Draft 1985 EIR/EIS, supra note 152, at 2-5, 4-106, 4-
117.

157 PHMSA Report, supra note 14, at 14.

158 See Draft 1985 EIR/EIS, supra note 152, at 2-5 (“The entire pipeline would be protected from corrosion with
cathodic protection systems consisting of groundbeds and rectifiers.” (emphasis added)).

139 See October 30, 204 Santa Barbara County Planning Commission Hearing, Archived Video at 6:33:25-6:33:56
[hereinafter “Planning Commission Hearing”], available at
https://www.youtube.com/watch?v=xN5pnbV9wss&list=PL8SyQGix 1i-X3uejlPma0wl5NDdJSUITW &index=4.
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At the Planning Commission hearing, Sable appeared to suggest that these repairs —
including the removal of insulation — would allow cathodic protection to properly function as
intended on the pipelines.'®® Yet, in its filings to OSFM, Sable averred that “[r]epair or recoat
won’t address inadequate or ineffective CP” on either CA-324 or CA-325.!6! And, even
assuming cathodic protection could be made effective by removal of insulation — which has not
been determined — it would presumably only be effective in areas that have been stripped bare.
Indeed, at the Planning Commission hearing, Sable confirmed that cathodic protection would
still be ineffective on key portions of the pipeline, including almost the entirety of CA-324.16?

Recall that the original project that was approved in the 1980’s specified that “[t]he entire
pipeline would be protected from corrosion with cathodic protection.”! Yet, as Sable itself has
acknowledged, critical portions of the pipeline system will remain unprotected by cathodic
protection. '®* Thus, notwithstanding Sable’s repair work, restarting the Las Flores Pipeline
System as Sable intends would violate the LFP Permit.

Finding that Exxon, as the current owner and operator, is in compliance with the project
description when the pipelines are not protected from external corrosion is simply nonsensical.
The lack of an effective cathodic protection system leaves the project susceptible to the very
environmental impacts that section Condition A-7 is designed to prevent. Therefore, the County
cannot find that Exxon/Sable is in compliance with this permit condition.

IV. Appeal Issue 6: Necessary Oil Spill Contingency Plans.

Pursuant to Section 25B-10(a)(6) and (9), Sable must submit an updated Oil Spill
Contingency Plan for its facilities, and it must demonstrate the ability to comply with the plan.

In the Integrated Contingency Plan that Sable submitted to the County, Sable claimed that
a worst-case spill from the Las Flores Pipeline System would be 0 barrels, presumably because
the pipelines are currently inactive.'®®> Because Sable’s plan only considered the pipelines in their
idle state, it necessarily failed to address the scope of a possible spill and how Sable would
contain a catastrophic spill. Thus, it was patently deficient for purposes of the LFP Permit, and
for Chapter 25B.

160 See id. at 6:32:19-6:35:10.

161 Sable Proposed Restart Plan for CA-324, p. 7, available at https://34c031{8-c9fd-4018-8cS5a-4159¢dff6b0d-cdn-
endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pipeline-safety-
and-cupa/line_324 restart plan 072924 final.pdf?rev=69c112bad8ae4fleb41821ecela7{b05&hash=
DS4FEC61B8A4FD46F980994604C7C8FS; Sable Proposed Restart Plan for CA-325, p. 7, available at
https://34c03118-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-
do/pipeline-safety-and-hazardous-materials/pipeline-safety-and-cupa/line_325_restart plan 072924 final.pdf?rev=
9552d0b6a8ee48b994b7fa94d3935883 &hash=EA2B3BA4DBC7B04CD9698DCA238780F3.

162 Planning Commission Hearing, supra note 159, at 2:39:58-2:40:37, 6:36:10-6:37:17.

163 Draft 1985 EIR/EIS, supra note 152, at 2-5 (emphasis added).

164 Planning Commission Hearing, supra note 159, at 2:39:58-2:40:37, 6:36:10-6:37:17.

165 Sable Offshore Corp., Pacific Pipeline Company Integrated Contingency Plan, p. 14-3 (April 2024).



https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pipeline-safety-and-cupa/line_324_restart_plan_072924_final.pdf?rev=69c112bad8ae4f1eb41821ece1a7fb05&hash=%E2%80%8CD84FEC61B8A4FD46F980994604C7C8F8
https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pipeline-safety-and-cupa/line_324_restart_plan_072924_final.pdf?rev=69c112bad8ae4f1eb41821ece1a7fb05&hash=%E2%80%8CD84FEC61B8A4FD46F980994604C7C8F8
https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pipeline-safety-and-cupa/line_324_restart_plan_072924_final.pdf?rev=69c112bad8ae4f1eb41821ece1a7fb05&hash=%E2%80%8CD84FEC61B8A4FD46F980994604C7C8F8
https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/osfm-website/what-we-do/pipeline-safety-and-hazardous-materials/pipeline-safety-and-cupa/line_324_restart_plan_072924_final.pdf?rev=69c112bad8ae4f1eb41821ece1a7fb05&hash=%E2%80%8CD84FEC61B8A4FD46F980994604C7C8F8
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Despite being approved by Staff, that initial ICP was rejected by OSPR — an agency
with special expertise in contingency plans — in part for the reasons outlined above. %
However, just recently, Sable finally submitted an acceptable plan, which OSPR approved.

Still, having an adequate contingency plan in place is one of the most fundamental
responsibilities of an oil and gas operator. That it took Sable four tries and nearly seven months
to submit an acceptable plan calls into question its operational capacity, as discussed further
below.

V. Appeal Issue 8: Sable’s Management Team has Repeatedly Violated State Law,
Ignored Directives from Multiple State Agencies, and Lacks the Care and Diligence
Necessary to Responsibly Operate the Facilities as Required by Chapter 25B.

Section 25B-10(a)(9) provides that the County shall only approve an application for a
change of operator if the operator is found capable. Specifically, the proposed operator must
have “the skills, training, and resources necessary to operate the permitted facility” and the
operator’s past behavior must not “reflect a record of non-compliant or unsafe operations
systemic in nature for similar facilities to those being considered for operatorship.”'¢’

As to operational capacity, Staff have largely copied and pasted information that Sable
provides on its website, painting a rosy picture of an entity that is staffed with experienced
personnel. But Sable’s actions to date tell a far different story. Sable’s history, propensity to cut
regulatory corners, and willful violation of multiple agency directives all indicate that Sable’s
management team cannot be relied on to follow the law or safely operate these facilities.

A. Recent Failures and Unsafe Practices in the Qil and Gas Space

While Sable intends to retain experienced staff from the prior operator, their management
team leaves much to be desired. Sable is managed by their CEO, James C. Flores, and “a
management team that have historically worked with Mr. Flores in the oil and gas exploration
and production business.”'%® While Staff tote this team’s “more than thirty years” of
experience, '%° they fail to disclose the fate of Flores’ most recent endeavors. Flores’ leadership
roles at Freeport-McMoran and Sable Permian Resources, both of which suffered massive
financial losses under his management, cast tremendous doubt on his team’s capability to operate
an oil project successfully and responsibly.!”

166 Deficiency Letters from OSPR to Sable, attached hereto as “Attachment 18.”

167 Chapter 25B-10(a)(9).

168 Sable Offshore Corp., Application for Change of Owner, Operator and Guarantor of Oil and Gas Facilities:
Santa Ynes Unit (“SYU”) Project, p. 4. (March 14, 2024), available at:
https://cosantabarbara.app.box.com/s/urgblguikn7jloligrqSyz55zyiveo7k/file/1489580351768.

169 Staff Report Recommending Approval of Sable’s Applications, p. 20.

170 See Daniel Sherwood, Sable Offshore’s Oil Restart May Be Pipe Dream, Hunterbrook Media (April 17, 2024),
https://hntrbrk.com/sable/.



https://cosantabarbara.app.box.com/s/urgblguikn7jlo1igrq5yz55zyiveo7k/file/1489580351768
https://hntrbrk.com/sable/

February 21, 2025
Sable Change of Owner, Operator, Guarantor
Page 31 of 39

While running Sable Permian, Flores and his team allegedly cut corners in pursuit of
short-term profits, ultimately to the detriment of the company.'”! Tom Laughery, who worked on
distressed credit analysis at Silverback Asset Management during Flores’ time at Sable Permian,
described Flores’ management of Sable Permian in scathing terms:

Sable Permian was poorly run. It was not a high-quality asset base to begin with

and it was drilled horribly. Flores and his team drilled the wells way too densely.
It was basically destroying the company for near term quarterly results. And that
was back in the day when everyone thought no one would look at the data. It was

very scammy. 72

That disregard for safety already appears to be rearing its head. There has somehow
already been a spill since Sable took over, and operations have not even begun.!”

B. Ineptitude before Governing Bodies, Disregard for State Law, and Willful
Violations of Agency Directives

Perhaps more concerning is Sable’s pattern of incompetence and its propensity to cut
regulatory corners. Recall that CA-324 ruptured in 2015 in part because Plains failed to
diligently monitor, maintain, and repair the pipeline.!”* Sable’s recent behavior indicates that it
likely suffers from the same organizational disfunction that resulted in the dangerous corrosion
of CA-324 going unnoticed.

The County need not look further than this very transfer process for an example of
Sable’s ineptitude. Despite incentives for Sable to promptly provide the County with all the
information it needs to approve the transfers, Sable consistently failed to provide basic
information in its applications.!” The County was forced to issue Sable three incompleteness
letters, requesting the same information multiple times.'”® If Sable needs four attempts just to
complete a basic administrative task, how can the people of Santa Barbara County trust Sable to
safely and responsibly own, operate, and guarantee the Facilities?

Sable had the same issue with the CSLC. Along with Exxon, it submitted applications to
assign a number of state leases from Exxon to Sable that are needed to operate the SYU.!”’
Those applications were initially submitted in March 2024.!7® Since then, Sable has received

171 Id.

172 Id

173 Sable Offshore Corp., Incident Report Form (Sept. 13, 2024), attached hereto as “Attachment F.”

174 PHMSA Report, supra note 12, at 3, 14.

175 See Santa Barbara County Planning Department Determinations of Application Incompleteness, available at
https://cosantabarbara.app.box.com/s/urgblguikn7jloligrqSyz55zyiveo7k.

176 See id.

177 ExxonMobil Corporation, Applications to Assign Leases 4977, 5515, 6371, 7163, on file with the California State
Lands Commission.

178 See id.
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multiple incompleteness determinations from CSLC and, to date, it is our understanding that the
applications have still not been deemed complete, almost a year later.'”

But it is not just Sable’s ineptitude that is concerning. It has consistently shown a
willingness to cut regulatory corners, violate state law, and ignore agency directives as it rushes
to bring the SYU back online.

After suing the County to dissuade it from exercising its jurisdiction over certain aspects
of the Las Flores Pipeline System, Sable began extensive excavations along the coast to repair
the pipelines and install valves — all without any oversight.'*® When the CCC got wind of
Sable’s activities, it issued Sable a Notice of Violation (“NOV?), clarifying that Sable is required
to obtain CDPs for both the valve installations and repair work. '8! Alarmingly, Sable continued
working despite the NOV, prompting the CCC to send another NOV and, ultimately, a Cease-
and-Desist Order, which directed Sable to apply for CDPs. !

Separately, Sable received two NOVs from the RWQCB, alerting it of violations of the
Clean Water Act and California Water Code and directing it to apply for various permits.'®® It
also received an NOV from CDFW for violating the Fish and Game Code. '%*

Nonetheless, on February 14, 2025, Sable resumed work on the Las Flores Pipeline
System — willfully ignoring state law and the above NOVs. The CCC was forced to issue yet
another Cease and Desist Order.'®> And the RWQCB and CDFW may very well follow suit.

Sable’s flagrant disregard for state law and agency directives is disqualifying for
any entity, yet alone a speculative company that is attempting to operate some of the
riskiest and most highly regulated facilities in the state. The County cannot find that Sable is
capable of operating the Facilities “in a safe manner and in full compliance with permit
conditions and applicable law.”'%

In sum, Sable has already demonstrated a lack of necessary care and diligence, an
aversion to regulatory compliance, and a propensity to willfully ignore agency directives, all
of which weigh against entrusting Sable with the immense responsibility of operating the

179 See California State Lands Commission, Determinations of Application Incompleteness, supra note 119.

130 press Release, Santa Barbara County, Conditional Settlement Reached in Litigation Regarding Safety Values on
Los Flores Pipeline (Sept. 5, 2024), available at: https://content.civicplus.com/api/assets/d3c647be-d1b9-4384-
b21d-0635¢ccf199cc.

181 California Coastal Commission First Notice of Violation to Sable (Sept. 27, 2024), attached hereto as
“Attachment 19.”

182 California Coastal Commission Second Notice of Violation to Sable (Oct. 4, 2025), attached hereto as
“Attachment 20.”; Executive Director Cease-and-Desist Order ED-24-CD-02, attached hereto as “Attachment 21.”
183 Regional Water Quality Control Board Notices of Violation to Sable, supra notes 125 and 126.

184 California Natural Resources Agency, Summary of State Regulation of Crude Oil Pipelines in Santa Barbara
County, p. 4 (Jan. 13, 2025), available at https://resources.ca.gov/-/media/CNRA-
Website/Files/NewsRoom/Educational-Portal/Post--Summary-of-regulatory-oversight-over-Sable-oil-pipelines-
011325.pdf.

185 Executive Director Cease and Desist Order No. ED-25-CD-01, supra note 120.

136 Board of Supervisors’ Findings of Fact for Adoption of Chapter 25B, supra note 67 (emphasis added).
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Facilities. Indeed, whether Sable will be able to safely operate the Facilities is questionable, if
not unlikely. At the very least, the matter is imbued with too much uncertainty to make the

finding required by Chapter 25B-10(a)(9).

VI. Appeal Issues No. 9, 11, 12, & 13: Other Appeal Issues.

EDC did not raise any of the issues identified by Staff as appeal issues, 9, 11, 12, and 13.
VII. Conclusion

The purpose of Chapter 25B is to “protect public health and safety, and safeguard the
natural resources and environment of the county of Santa Barbara, by ensuring that safe
operation, adequate financial responsibility, and compliance with all applicable county laws and
permits are maintained during and after all changes of owner, operator or guarantor of certain oil
and gas facilities.”'®” For the reasons outlined above, approving the transfer of the Permits to
Sable would be a grave dereliction of the County’s duty to administer the ordinance.

Perhaps most disconcerting is Sable’s obvious financial vulnerability. It is possible, if not
likely, that Sable never restarts the Facilities, forcing it into bankruptcy. Yet Sable has not
provided any assurances that it will be able to properly abandon the Facilities in that scenario.
Nor has Sable assured the County that, in the event it is able to restart, it has the financial
wherewithal to remediate a spill or other accident at the Facilities, particularly if one were to
occur during or shortly after restart.

Thus, the County cannot find that Sable has provided the necessary financial assurances
required by Chapter 25B — which, contrary to Staff’s position, clearly requires that Sable shows
it has the financial wherewithal to both abandon the Facilities and remediate an accident. And
indeed, it would be grossly irresponsible to approve the transfers under these circumstances. In
the likely event Sable fails — either because it never restarts, or another spill occurs — one can
only imagine the economic toll on the County, and the possible impact to local businesses and
landowners that cannot be made whole.

Equally fatal to Sable’s applications is its noncompliance with the conditions of the
Permits. Most notably, its onshore pipelines lack effective cathodic protection — a critical
design feature incorporated as a condition in the LFP Permit. Operating without cathodic
protection, as Sable intends, will increase the risk of a spill from the pipelines by five times.'®3

Lastly, we recognize that the executives running Sable are no strangers to the industry.
But Sable as an entity has never actually operated an oil and gas facility. There is no empirical
evidence indicating that Sable would — or even could — reliably operate the Facilities, comply
with the Permits, or comply with important safety regulations. If anything, what we have seen so
far from Sable suggests the contrary. Sable has already demonstrated a lack of necessary

187 Chapter 25B-1.
188 County Draft EIR, supra note 43, at 78.
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diligence, a willingness to violate agency directives, and a general disregard for some of our
state’s most important environmental laws.

Accordingly, the County cannot make the necessary findings of approval required by
Chapter 25B. See Topanga Assn. for a Scenic Community v. County of Los Angeles (1974) 11
Cal.3d 506, 514 -15 (the County “must set forth findings to bridge the analytic gap between the
raw evidence and ultimate decision or order” and the findings must be supported by substantial
evidence). Specifically, the lack of evidence prevents the County from making the following
findings of approval, as outlined in detail in the Appendix attached hereto:

e First, Sable has failed to provide necessary financial assurances that it can respond to an
oil spill or other accident and abandon the Facilities, as required by Chapter 25B-9(a)(2),
25B-9(e)(1), 25B-10(a)(2), and 25B-10(a)(9).

e Second, Sable has not provided evidence that it is in compliance with the existing permit
requirements, as required by Chapter 25B-9(a)(5) and 25B-10(a)(5); and

e Third, Sable has not provided evidence to demonstrate that the company possesses the
necessary skills, training, and resources necessary to operate the Facilities in compliance
with the permits, which is required to make a finding pursuant to Chapter 25B-10(a)(9).

In conclusion, Chapter 25B was intended to protect the public from this exact scenario.
Sable has not demonstrated that it has the financial or operational capacity to be entrusted with
the great weight of responsibility that comes with operating these facilities. Approving the
transfers would simply pose an unacceptable risk to our community, our natural resources, and
our local economy. Thus, we urge the County to deny Sable’s applications.

Thank you for your consideration.

Sincerely,

(oakpo

Linda Krop,
Chief Counsel

Jeremy Frankel,
Staff Attorney
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Attachments:
1. Letter from John Day, Former Planning and Development Staff, to Board

2.2001 Memorandum from County Planning and Development Department to Planning
Commission regarding Implementation of Chapter 25B

3. Excerpt of Santa Barbara County Administrative Draft of Draft EIR for Plains Pipeline
Replacement Project

4. Board Agenda Letter Recommending Adoption of Chapter 25B

5.2001 Staff Report Recommending Adoption of Chapter 25B

6. Board of Supervisors’ Findings of Fact for Adoption of Chapter 25B

7. Image of Alisal Fire Burn Scar

8. Image of Sherpa Fire Burn Scar

9. September 26, 2024 Letter from CalGEM to Sable re Potential Bonding Requirement

10. December 20, 2024 Letter from California Department of State Parks to Sable re
Requirement for New Easement

11. Exxon Declaration re Need for Acid Well Stimulation to Restart the SYU
12. California State Lands Commission Determinations of Application Incompleteness
13. Second Executive Director Cease and Desist Order to Sable, No. ED-25-CD-01

14. November 26, 2024 Letter from United States Fish and Wildlife Service to Sable re
Compliance with the Endangered Species Act

15. Regional Water Quality Control Board Notice of Violation to Sable

16. Regional Water Quality Control Board First Notice of Non-Compliance to Sable
17. Regional Water Quality Control Board Second Notice of Non-Compliance to Sable
18. Office of Spill Prevention and Response Deficiency Letters to Sable

19. California Coastal Commission First Notice of Violation to Sable
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20. California Coastal Commission Second Notice of Violation to Sable

21. First Executive Director Cease and Desist Order to Sable, No. ED-24-CD-02
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APPENDIX:
FINDINGS THAT LACK SUBSTANTIAL EVIDENCE

SYU Permit: Application for Change of Owner, Operator, and Guarantor

Financial Assurances: Sections 25B-9(a)(2),
25B-9(e)(1), and 25B-10(a)(2)

“All necessary instruments or methods of
financial responsibility approved by the
county and necessary to comply with the
permit and any county ordinance have been
updated, if necessary, to reflect the new
owner(s) or operator and will remain in full
effect following the ownership or operator
change.”

1. Sable has not demonstrated that it has the
financial wherewithal to remediate a spill or

other accident from these facilities. (See Part
II.B.)

2. Sable has not demonstrated that it has the
financial wherewithal to abandon these
facilities. (See Part I1.C.)

3. Sable has not posted a performance bond
for the abandonment of these facilities, which
can — and should — be required under
Condition XIX-1. (See Part I1.C.)

Operator Capability: Section 25B-10(a)(9)

“The proposed operator has the skills,
training, and resources necessary to operate
the permitted facility in compliance with the
permit and all applicable county codes and
has demonstrated the ability to comply with
compliance plans listed in section 25B-
10.1.£”

1. Sable has not demonstrated that it has the
resources necessary to remediate a spill from
these facilities, as required by Condition
XI.2.w. (See Part I1.B.)

2. Sable has not demonstrated that it has the
resources to timely and properly abandon
these facilities, as contemplated by Condition
XIX-1, Chapter 25B-4(i), and County Code
Section 35-170. (See Part 11.C.)

3. Sable has not shown that it can be trusted
to reliably operate these facilities in
compliance with the permit and all applicable
county codes. (See Part V.)

POPCO Permit: Application for Change of Operator and Guarantor

Financial Assurances: Sections 25B-9(e)(1)
and 25B-10(a)(2)

“All necessary instruments or methods of
financial responsibility approved by the
county and necessary to comply with the

1. Sable has not demonstrated that it has the
financial wherewithal to remediate an
accident from this facility. (See Part 11.B.)
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permit and any county ordinance have been
updated, if necessary, to reflect the new
owner(s) or operator and will remain in full
effect following the ownership or operator
change.”

2. Sable has not demonstrated that it has the

financial wherewithal to abandon this facility.
(See Part I1.C.)

3. Sable has not posted a performance bond
for the abandonment of this facility, as
required by Condition Q-2. (See Part 11.C.)

Operator Capability: Section 25B-10(a)(9)

“The proposed operator has the skills,
training, and resources necessary to operate
the permitted facility in compliance with the
permit and all applicable county codes and
has demonstrated the ability to comply with
compliance plans listed in section 25B-
10.1.£”

1. Sable has not demonstrated that it has the
resources necessary to operate this facility in
compliance with the permit. (See Part I1.B.)

2. Sable has not demonstrated that it has the
resources to timely and properly abandon this
facility, as contemplated by Condition Q-2,
Chapter 25B-4(i), and County Code Section
35-170. (See Part 11.C)

3. Sable has not shown that it can be trusted
to reliably operate this facility in compliance
with the permit and all applicable county
codes. (See Part V.)

LFP Permit: Application for Change of Operator and Guarantor

Financial Assurances: Sections 25B-9(e)(1)
and 25B-10(a)(2)

“All necessary instruments or methods of
financial responsibility approved by the
county and necessary to comply with the
permit and any county ordinance have been
updated, if necessary, to reflect the new
owner(s) or operator and will remain in full
effect following the ownership or operator
change.”

1. Sable has not demonstrated that it has the
financial wherewithal to remediate a spill or

other accident from these facilities. (See Part
II.B.)

2. Sable has not demonstrated that it has the
financial wherewithal to abandon these
facilities. (See Part I1.C.)

3. Sable has not posted a performance bond
for the abandonment of these facilities, which
can — and should — be required under
Condition O-1. (See Part I1.C.)

Compliance with Existing Requirements:
Section 25B-10(a)(5)

1. The current owner/operator is not in
compliance with Condition A-7, as the Las
Flores Pipeline System lacks effective
cathodic protection. (See Part III.)
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“As of the date that the application is deemed
complete, the current operator is in
compliance with all requirements of the
permit....”

Operator Capability: Section 25B-10(a)(9)

“The proposed operator has the skills,
training, and resources necessary to operate
the permitted facility in compliance with the
permit and all applicable county codes and
has demonstrated the ability to comply with
compliance plans listed in section 25B-
10.1.£”

1. Sable has not demonstrated that it has the
resources necessary to operate these facilities
in compliance with the permit. (See Part I1.B.)

2. Sable has not demonstrated that it has the
resources to timely and properly abandon this
facility, as contemplated by Condition O-1,
Chapter 25B-4(i), and County Code Section
35-170. (See Part I1.C.)

3. Sable has not shown that it can be trusted
to reliably operate these facilities in
compliance with the permit and all applicable
county codes.. (See Part V.)
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February 20, 2025

Santa Barbara County Board of Supervisors
c/o Clerk of the Board

105 East Anapamu Street, 4th Floor

Santa Barbara, CA, 9310

Sent via email to: sbcob@countyofsb.org

RE:  Appeal of Sable Offshore SYU, POPCO Gas Plant, and Las Flores Pipelines
Change of Owner, Operator, and Guarantor — Hearing February 25, 2025
OPPOSE APPROVAL

Dear Chair Capps and Honorable Supervisors:

Before my retirement, | was a planner in Planning & Development’s Energy Division. | authored
Chapter 25B under close supervision of Energy Specialist Doug Anthony, and with legal
guidance from County Counsel Bill Dillon. The ordinance was carefully crafted to provide the
necessary tools to screen new owners, guarantors and operators of covered facilities, to the
degree allowable, without overstepping the legal rights and entitlements conferred by the
existing permits. The process included many meetings and discussions with industry, state and
federal regulators, as well as business and environmental organizations. Their feedback was
instrumental in formulating a workable ordinance that could stand up in court.

Chapter 25B was initiated in response to the observed trend of the major offshore producers,
possessed of enormous technical prowess and financial resources, to unload their projects onto
smaller, less robust, and potentially less capable “second generation” companies. The transition
from ExxonMobil to Sable is exactly the kind of case the County envisioned and was concerned
about in 2001. The primary purposes of 25B from the get-go were: (1) To protect the public and
safeguard the environment by ensuring that changes of owners and operators did not result in
increased risk of accidents or spills or inadequate spill response; and (2) to help ensure that the
responsible parties could pay the costs of cleanup and not leave the public holding the bag. If
you glance through the 247-page 258 file in the Clerk of the Board’s office, the intended
purpose, application and function of 25B are perfectly clear.

The ordinance was written in rather general language and lacks rigid, quantitative standards.
This approach was intentional and necessary, because the covered facilities and permits were
diverse and the circumstances surrounding ownership changes were unpredictable. The
decision makers had to be afforded some discretion to vet new owners, guarantors and
operators case-by-case.
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Because the language of 25B was developed within legal constraints, it does not give limitless
discretion to the County to deny changes of owner or operator, or to shut down permitted
projects, as many from the public would like it to. However, this does not mean that Chapter
25B is a toothless, empty, administrative exercise. It can be used as an effective tool to evaluate
new players and potentially to deny their applications if the evidence warrants. It seems to me
that the purpose and strength of 25B has faded from view over the past 25 years. To wit, at the
Planning Commission hearing last October 30, both Energy division staff and the applicant
misrepresented the purpose and application of 25B.

¢ Sable’s attorney stated [6:44:17]: “What the purpose of 258 is, is to acknowledge the
reality of a new owner and operator, who is here and present, and make sure that they
are the ones who are in the relationship with the County and the Commission by
changing them on the permit.”

® Inresponse to Chairman Martinez’ concerns that the insurance may not be enough to
cover a spill, P&D Deputy Director Errin Briggs said [6:58:54]: “So Chairman Martinez,
the item before us today is 25B... and it changes the name on the permit.”

Staffs’ perception of 25B as a name change only must have affected the level of scrutiny and
diligence that they applied to the case. What’s more, staff’s framing of 258 in this way at the
hearing doubtless affected the Commissioners’ understanding of the County’s options, and may
have influenced their votes. The message that these and other comments sent to the Planning
Commissioners’ and the public at the hearing was that the scope of review and potential action
under 25B is limited to a name change only. But that is not the case.

For example, for a Change of Operator, the Planning Commission (and on appeal, your Board)
has discretion under 25B-10(1)(i)* to deny a new operator, if the finding cannot be made that
they have demonstrated their ability to operate in compliance with the existing permits and
plans. In the case at hand, Sable Offshore Corp. has virtually no track record, and as a result, its
record cannot provide sufficient assurance that the new operator can operate safely. However
Paragraph (i) does not limit the investigation of operator capability to past records. In the
absence of a performance record, the applicant must nevertheless demonstrate its capability. |
am impressed by Sable’s testimony about their operational staffing approach, which hopefully,
will result in a smooth transition and safe operation. Of course, Sable staff are obliged to paint
the rosiest possible picture, so if there are deficiencies or weaknesses, one has to look
elsewhere for the evidence. It isn’t clear to me how Sable staff can demonstrate that Sable, as a
brand new organization, will operate safely and in compliance.

’

Sable’s failure to respond to the California Coastal Commission’s (CCC) Notice of Violation
(NOV) on Sept. 27, 2024, does not bode well for their ability or willingness to comply with
regulations and permit conditions and operate within the regulatory framework. Their
unresponsiveness prompted the CCC to issue an Executive Cease and Desist Order (“EDCDO”)
on Nov. 12, 2024, and second EDCDO on Feb. 18, 2025. This is not ancient history, it is right
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now, at the same moment in time that their permit approval is being challenged before your
Board. Will they be more responsible after their permits are secure? The California Dept. of Fish
& Wildlife and the Regional Water Quality Control Board have also issued NOV’s to Sable.
Sable’s inaccurate representations to shareholders in SEC filings (touched on below) should also
raise concerns. The onus is on P&D staff to connect the dots, so that the decision makers can
make the Operator Capability finding with confidence. | do not think that staff analysis probes
deeply enough to make that finding, given Sable’s NOV response, questions about the
forthrightness of their representations, and lack of a substantial track record.

Of equal relevance and importance, under 25B-10(2)* the Planning Commission (or Board)
“may impose additional conditions on the permit in order to ensure that any insurance or other
financial guarantees that were submitted to and relied on by the Planning Commission as a
basis to make any finding required by this chapter are maintained.” The Planning Commission
Staff Report [p. 25] and staff presentation give a rubber stamp to the financial guarantees and
overlook the purpose and power of this provision. This is a serious oversight that could have
untoward consequences.

The scope of Section 25B-10(2) is not limited to compliance with existing permit conditions
relating to financial responsibility. It allows the Commission to impose permit conditions
needed to ensure that “any insurance or other financial guarantees that were submitted to and
relied on by the Planning Commission as a basis to make any finding required by this chapter
are maintained.” Sable submitted insurance certificates (but not the policies themselves),
financial statements, SEC filings, and made many statements to the Commission regarding their
financial strength and stability. These documents and representations were unarguably relied
on by the Commission to make several of the findings required by 25B. Accordingly, the
Planning Commission (or Board) may impose conditions to ensure that those representations
are factual and lasting. Such conditions are not listed or limited by 25B-10(2), and bonds are
one possible mechanism to allow the Commission to make required findings.

Sable is a new company, without the deep pockets of ExxonMobil. Sable proposes to operate
major facilities in an inherently risky industry. Sable borrowed $622 million from ExxonMobil to
buy SYU. It is not a given that Sable will be viable or successful, and that its financial guarantees
will be maintained. In particular, it has not been demonstrated that Sable’s insurance will
actually pay for an accident or spill. The County needs to be provided with and to review the
underlying insurance policies to determine whether the coverage (including any exclusions or
conditions) is sufficient. It also needs to analyze the financial information that has been
provided by Sable and was relied upon to make the findings required by Chapter 25B. At the
Planning Commission hearing, Commissioner Parke expressed concern, correctly, that an
adequate analysis had not been done. Staff’s analysis appears to be superficial, reflecting the
view that Chapter 25B only “changes the name on the permit.” An outside consultant or
qualified County staff should conduct a thorough analysis of Sable’s insurance policies and
financial assurances, including financial statements and SEC filings.
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[ have touched on a couple of points here. EDC’s excellent comment letter to the Planning
Commission raises many other valid points and concerns, and provides important
documentation and details. | hope your Board has the time to read and digest the letter as
thoroughly as it warrants. For example, Attachment G to the letter documents an email
exchange between Jeremy Frankel (Staff Attorney at EDC) and Errin Briggs (P&D Deputy
Director of Energy at P&D) last Oct. 11 that casts doubt about Sable’s forthrightness in its
communications with the County and other agencies. Jeremy wrote to Errin noting Sable’s
inaccurate claim in its in July 2024 SEC filings that it was currently installing new pump stations
and constructing multiple new control facilities for lines 324 and 325. Errin responded (in part)
as follows:

“l understand what Sable is representing to its investors. As with much of what they push
out to investors, not everything they represent is accurate.”

This case is far too important and consequential to process in a casual, cursory way. Sable’s
submittals and representations cannot be taken at face value. They need to be fact-checked.
Chapter 25B allows for whatever depth of review is appropriate and necessary, and in this case
| believe that drilling deep is essential. Commissioner Parke appeared to me to be frustrated
not only that the 25B review was superficial, but that there was far too little time for the
Commission to review the insurance and financial information, and also EDC’s letter. At the end
of the day, Chapter 25B is not a rubber stamp, provided that the County applies it as intended,
with due diligence.

I do not think your Board should be pushed to approve this project without a rigorous review,
utilization of the available tools under 25B, and a meaningful debate. If it proves necessary to
continue the hearing to ensure a fully informed decision, so be it. It would be a disservice to the
public to push this case through too hastily. And just why are we in such a rush? Why is Sable in
such a rush? Will corners be cut? Will there be unfortunate consequences? | do not know, but
Sable’s rush to restart production might be driven by the terms of sale between ExxonMobil
and Sable. Sable’s Form 8-K, Oct. 3, 2024, includes the following disclaimer:

“Non-Producing Assets

The Santa Ynez Unit assets have not produced commercial quantities of hydrocarbons
since such assets were shut in during May of 2015 when the only pipeline transporting
hydrocarbons produced from such assets to market ceased operations. There can be no
assurance that the necessary permits will be obtained that would allow the pipeline to
recommence transportation and allow the assets to recommence production. If
production is not recommenced by January 1, 2026, the terms of the asset acquisition
with ExxonMobil Corporation would potentially result in the assets being reverted to
ExxonMobil Corporation without any compensation to Sable therefore.”

Sable’s foot-on-the-gas push to production may give your Board pause to wonder about Sable’s
highest priorities.
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Sincerely yours,
q ot

John Day, PhD
Planner, P&D Energy Div. {retired)
Santa Barbara

* RE: 25B-10(1)(i) This paragraph is discussed under (9) Operator Capability on page 38 of the
Planning Commission Staff Report. 25B-10(2) discussed under (b) on the same page.

Note: Following the Board’s approval of Chapter 258, the section and chapter numbering was
converted to the County’s standard format by the Clerk’s office. Some errors were introduced in
the internal section referencing. Any ambiguity can be resolved by looking to the actua! Board-
approved version.

Page 5 of 5
Comments from John Day — BOS appeal hearing 2/25/25 ~ Sable Offshore



ATTACHMENT 2




' COUNTY OF SANTA BARBARA
PLANNING AND DEVELOPMENT

MEMORANDUM

Planning Commissioners

Doug Anthony, Energy Specialist, (805) 568- 2046
John Day, Planner, (805) 568-2045

September 7, 2001

Proposed Change of Owner, Operator, and Guarantor Ordinance — Summary of

staff’s responses to public testimony recelved on the proposed ordinance during
the August 1% heanng

. Commissioner Beall suggested that staff provide a written version of its responses to public
testimony received during the August 1¥ hearing of the proposed Change of Owner, Operator,

Guarantor Ordinance. We are providing that written version as Attachment A to this
memorandum. :

- Second, Commissioner Beall requested a matrix that compares the proposed ordinance to current
regulatory practices of the Minerals Management Service for change of lessor, operator, and
guarantor. We are provrdmg that matrix as Attachment B, in which we also compare the

proposed ordinance to past practices of the County to show how such practlces vary accordmg to
a particular permit. - :

Third, Commissioner Valencia asked for a summary of outsfanding issues with the ordinances

that the oil industry raised during meetings w1th staff and at pubhc workshops We are providing
that summa.ry in Attachment C.

Fourth,zCommissioner Oberdeck asked for a response to testimony from the Santa Barbara
Region Chamber of Commerce, Goleta Valley Chamber of Commerce, Santa Maria Valley
Chamber of Commerce, and Santa Maria Valley Economic Development Association. We are
providing this response in Attachment D. ' '

Fifth, Commissioners Beall and Farr raised some questions abo,ut.the' ordinance in the final
minutes of the hearing. We are providing answers to those questions in Attachment E.

Finally, Attachment F is a revised draft of the proposed ordinance showing: proposed changes in
response to public comments.




Attachment A
Summary of Staff’s Oral Responses to Public Comment

August 1 Planning Commission Hearing _
Item No. 5: Proposed Change of Owner, Operator, Guarantor Ordinance

Comment No. 1: Several representatives of the oil industry and chambers of commerce
questioned the lack of guidance provided in the ordinance for determining the appropriate
amount of financial responsibility should a change of operator, owner, or guarantor take place.
Public testimony is accurate that, as currently drafted, the proposed ordinance does not provide
specific guidance for determining the appropriate amount of financial responsibility. The
ordinance does require new owners, operators and guarantors to demonstrate the financial

- . wherewithal to cover the cost of timely and proper abandonment (including remediation of

contaminated soils and waters) and to cover natural resource damage. The County is separately
pursuing ordinances to establish specific procedures for determining adequate financial
assurances for both types of liability. The Change of Owner ordinance is the first in the sequence
of three ordinances that together will provide a solid structure of financial responsibility

regulations that apply to ongoing operations as well asto the spemal case of owner/operator
change.. :

: Subsequent to the Angust 1* hearing, staff has revisited the question of how to specify financial
‘responsibility requirements during the interim, until a financial responsibility ordinance is.
adopted. Our recommendations are given in Attachment C (Outstanding Issues), Issues 2 and 3.

Comment No. 2: One speaker questioned the lack of precise safety standards when assessing a
proposed change of operator '

Summary of Staﬂ”s Response: First, standards are proposed The standards are necessanly
quahtatlve but they are nonetheless deﬁmte '

“The records dcmonstrate the proposed operator has the skills and training necessary to
operate the permitted facility in compliance with all applicable law. The accident and
compliance records shall be obtained from the agencies listed in Appendix A. If the
proposed operator is a new company or lacks a seven year operational record, the
operator has demonstrated to the County that the key personnel have sufficient expenence
and expertise to operate the facility safely.” [§25B-10(2)(3)]

The County has the capability to review operator qualifications utilizing the expertise of the -
Office of Emergency Services, Building and Safety, and 3™ party technical consultants. These
personnel routinely provide Energy staff with expert advice on facility safety and on compliance
plans such as emergency response plans. Additionally, MMS and State Lands Commission have

expressed willingness to discuss operator safety records, and are expected to be an useful source
of information.
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Let s examine what the proposed ordinance-seeks with regard to overs1ght of safety upon a,
change of operator. .

-a) The ordinance asks for a transitional plan so that a new operator is sufficiently trained
and familiar with the new facility and has working knowledge of emergency and safety
plans prior to taking over. The ordinance recommends cross-training with the current
operator prior to the change of operator where practical. The oil industry agrees that
cross-training is valuable when changing operators and some companies have exercised
this approach to changing operators in the past.

b) The ordinance asks for a-test, one that requires the proposed new operator to pass a
simulated emergency response drill. This test is similar in concept to practices of the
Minerals Management Service (MMS) to ensure that the operator has a good working
knowledge of the facility. Specifically, the MMS requires the new operator, standing
side-by-side with the current operator, to bring the entire platform down and, then, to
bring it back on line. Onshore, we ask for adequate performance on orie or more
simulated emergency response drills, the details of which are per the standards of the
County’s Office of Emergency Services.

c) The ordinance asks for an examination of the accident and comphance records of the

-proposed new operator for the previous seven years. The Minerals Management Service
looks at such records for the last five years; environmental groups have requested the
County look back 10 years. We chose the mid-point of seven years because that’s

_equivalent to the normal period of time for which records are retained.

Staff has not proposed any quantitative standards upon which to implement the above
requirements because such reviews require sufficient discretion to consider case-specific factors..
For example, staff does not propose any specific threshold that would disqualify a new operator -
based on the number of accidents it has had at other facilities over the last seven years. Such a
threshold would not provide the fair and objective basis for qualification that would be provided
through a prudent evaluation of the case-specific facts. For the same reason, both MMS and State
Lands Commission evaluate potential new operators by examining and weighing the case-
specific facts. _Quantitative standards would be unworkable. Consider, for instance, the following

hypothetical examples that illustrate problems that could arise should we set a threshold of 10
accidents.

> Proposed pipeline operator A would automatically be disqualified with a record of 11
accidents, even if these accidents were very minor (or caused by third-party intrusion at no
fault of the pipeline operator) and the cause-of the accidents were corrected immediately.
Proposed pipeline operator B would aitomatically qualify with a record of 4 accidents, even

~ ' if deaths and injuries resulted from willful negligence on the part of the operator, and

'~ reflected no improvement by the operator over a period of seven years. These case-specific
factors favor an opposite result than that prescribed by the hypothetical standard of 10
accidents; that is, qualification of operator A and disqualification of operator B.

> Proposed facility operator A shows a record of 11 accidents, but operates 100 such facilities

nationwide, including major refineries. Proposed facility operator B shows a record of 8
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accidents, and only operates two such facilities nationwide. Again, a prudent examination
and sound judgment of the case-specific factors indicate an opposite conclusion than a pre-
established threshold or standard. Operator A’s record may be notably better than the

industry average based on a per facility basis, whereas Operator B’s record may be notably
‘worse than the average. ‘

Identification of quantitative standards up-front would not capture every potential variation and
nuance that would become apparent in the case-specific examination of a proposed new operator.
Instead, staff believes a prudent, discretionary review of case-specific factors, based upon the

~ objective data obtained in the accident and compliance records referenced in the proposed
ordinance, best serves the County’s ability to render a fair and equitable review. Such a
discretionary review has been successful in approving the change of operator for the Point
Arguello and GTC oil terminal facilities. It has also been successful for determining if the level

of key personnel is sufficient for new companies which do not have prev10us accident or
comphance records. :

- Comment No 3: Two members of the public stated that the proposed ordinance duplicates
‘regulations currently administered by the Minerals Management Service, State Lands
Commission, and Cahforma Public Utilities Commission, and California Department of Fish and
Game (D1v1510n of Oil Splll Prevention and Response).

Summary of Staff’s Response: The proposed ordinance does not duplicate these current
regulations, but rather seeks to fill the gap by extending such regulatory practices to facilities not
covered by current regulations. Section 25B-2 of the proposed ordinance is quite explicit about
the appl1cab1hty of the proposed ordinance as follows

“Sec.25-2 Apphcablhty

- (1) This Chapter shall apply to any person who owns, operates or guarantees performance for or
who seeks to own, operate or guarantee performance for any of the following facilities
located in the unincorporated areas of the County of Santa Barbara:

a) any facility involved in exploration, production, processing, storage or transportatlon of
oil or gas extracted from oﬁshore reserves;
b) any oil refinery;
c) any pier, supply base, marine terminal or staging area within the County s _]UI'ISdICUOIl
* that supports development of offshore oil and gas reserves.
(2) This Chapter shall not apply to: :
a) the change of owner, operator or guarantor of the followmg
i sales gas pipelines operated by a public utility and regulated by the
' California Public Utilities Commission; :
il. trucks, railroads;
iii. . - facilities located in state waters;
iv. a change of ownership consisting solely of a change in percentage ownership of a
facility and which does not entail addition or removal of an owner or affect any -
financial guarantee for a permit.” [emphasis added.]
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Compare this to the regulatory Junsdlcnon of the Minerals Management Service (MMS),

California State Lands Commission (SLC), California Public Utilities Commission (PUC) and
California Department of Fish and Game (DFG)

> MMS regulates the change of lessee, operator and other guarantor for leases and fac111t1es on
the Outer Continental Shelf (OCS). The OCS covers federal waters beginning 3 geographical
- miles seaward of the national coastline, including three miles seaward of the coastline of
offshore islands. The proposed ordinance, on the other hand, applies to onshore facilities;

however, borrows many of the tested regulatory practices that the MMS apphes for change of
lessor, operator or guarantor.

> SLC regulates the change of lessee, operator, and other guarantor for oil and gas leases and
facilities on the State Tidelands. The State Tidelands comprise an offshore zone three miles
wide between the coast and the OCS. The proposed ordinance, on the other hand, applies to
onshore facilities and explicitly excludes applicability to “... facilities located in state waters.
However, the proposed ordinances borrows from the regulatory practices that the SLC
applies for change of lessor, operator, or guarantor.

> PUC regulates the changes of owner or operator for public utilities. The proposed ordinance.
explicitly excludes apphcablhty to the very onshore facilities that the CPUC regulates: “

sales gas pipelines operated by a public utility and regulated by the Cahforrna Public Ut1ht1es
Commission.”

» DFG’s Division of Oil Spill Prevention and Response (OSPR) requires financial assurances
to cover liability relating to oil spills into marine waters, which are defined as tidally
influenced waters. It does not preclude other financial assurances such as that applied by the -
County for marine terminals via Chapter 25A of the'County Code (Evidence of Financial
Responsibility to Clean Up Oil Spills), nor does it address financial assurances for terrestrial

~ oil spills and other types of accidents that may occur from the operation of apphcable
fac1ht1es under the proposed ordmance

Comment No 4: One speaker testified that, among other things, tunely and proper abandonment
of an oil and gas site subject to this ordinance should not be of any concern. He noted that all
facilities subject to this ordinance that currently have terminated operations either have
undergone abandonment or are undergoing abandonment. Therefore, there is no historic record to
suggest a need of financial assurances for abandonment. '

Summary of Staff’s Response: Last fall, the Planning Commission initiated amendments to the

General Plan (Coastal Land Use Plan and Land Use Element) and to the County code to promote |
more timely and proper abandonment of the subject facilities. Your recommendations included:

> The revocation of discretionary land-use permits when, after thorough consideration of case-
specific evidence; a facility will not be reactivated within a reasonable period of time.
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> The imposition of monetary penalties if, after sufficient notification, an opérator fails to
remove abandoned facilities and restore the site.

» A refinement to the permitted uses of such facilities that precludes long-term salvaoe
operations, recycling facilities, or junkyards.

» A requirement that operators post appropnate financial secuntles for the purpose of ensuring

timely and proper abandonment.'

\

These recommendations were based, in part, on a historical record of notably disparate results
~ with regard to timely abandonment. In one worse case, Texaco did not abandon its Gaviota
processing facility until 25 years after it ceased operations permanently.” This facility was
located in the Coastal Zone, in the view shed between Highway 101 and the ocean. The County
would have had more leverage to require timely abandonment had it access to a performance-

based financial guarantee. The following table provides an accurate historic overview for
processing facilities and marine terminals.?

Timing for Abandonment of Downstream Facilities

Year Year Year Years to
e Year " Production o Abandon after |
Facility Operations Facility , .
Installed - Wells Ceasing
Ceased Abandoned .
. = Plugged Operations
Chevron’s Gaviota , R
| Gas Facility 1962 1984 1986 1987 3.
, Ongoing,*
Shell’s Hercules Gas 1963 1989 1997 | commenced in >l
Plant . . .
: : A 1994
Phillips’ Tajiguas ’ or A
Gas Facility 1964 1990 1997 1993 3
RCO’ Ongoing,**
- ARCO's Do§ . 1920s 1997 1997 commenced in . >3
Pueblos Facility . 1995
ARCO's Alegria 1962 1991 {997 Not >9
Facility . commenced
, ‘ Ongoing,*
Unqc_al s.B_attles Gas 1940s 1995 Not yet plugged | commenced in >5
Facility _
: 1995
Texaco’s Gaviota \ :
- 1 3
Processing Facility 196 } 1973 1985 1998 25
Unocal’s Gov’t Pt. - ‘ : an 1aa _ Not
Processing Facility 1968 1993. 1999 comfnenced - >
Unocal’s CojoBay | = p.110 19605 1993 1999 Not >7
Marine Terminal . commenced

* Facilities have been dismantled; however, remediation remains ongoing, often due to operator’s resistance to
prescribed clean-up of hydrocarbons (see Chapter 7).

' County of Santa Barbara, Planning and Development Deparunentb Energy Division. 4bandonment of Oil and Gas

Fields Offshore Santa Barbara County and Related Infrastructure. October 25 2000. Paces 89-93.

2 Ibid. Page 87, Section 5.2.6.
¥ See Chapter 4 of the foregoing report for historic record for producnqn faCllltleS and Chapter 6 for pipelines.
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~ -

** Facilities have been removed, except for offsite pipelines (see Chapter 6). Remediation has been delayed because
development permit, which authorizes both remediation and development of a golf course, is under appeal to the
Coastal Commission.

~ This is not to suggest that all operators have not or will not pursue timely abandonment. Several
operators have been very efficient in abandoning their facilities upon terminating operations
permanently. But we would like everyone to do that and believe we can facilitate that result with
performance-based financial guarantees. Nationally, financial assurances are an increasingly
common component of environmental regulation, guaranteeing that costs associated with a future
performance or liability are borne by the responsible party rather than society, despite
bankruptcy, prior corporate dissolution, sheltering of assets overseas, or resistance by the
responsible party. California’s Surface Mining and Reclamation Act, for instance, requires
performance-based financial assurances of applicable mmmg operatlons

Comment No. 5: One speaker suggested that the proposed ordinance creates a lot of costly

paperwork because it requires apphcatlons for transfer of perrmts when owners change (rather -
than _]USt operators).

Summary of Staff’s Response The permits of the subject facilities have a condition that holds all
'_owners and operators jointly and severally liable. '

For non~manag1ng owners where more than one entity owns the fac111ty, the ordmanee as ,
proposed on August Ist simply requires acknowledgement that a new non-managing part- owner -
accepts that liability and that all owners are listed in the permit. The ordinance requires new non-
managing owners to submit an application with a letter accepting the permit and its liability
under the permit as an owner. It is in the County’s interest to name all owners and operators on
- the permit, so as to leave no uncertainty about their joint and several liability and also to avoid '
having to track them down in the aftermath of a major accident. However, upon the advice of
County Counsel, staff has determined that the requirement for a letter explicitly accepting the
permit is unnecessary. This issue is discussed further in Appendix C, under Issue 1.

For change of full ownersh1p or managmg owners, there are more requirements for transferrmg
“the perrmt including:

> Payment of all outstanding County-required fees and exactions due for the facility. Although
most facility owners or operators pay such fees and exactions timely, the Energy Division
does deal with delinquent payments periodically. In these cases, the proposed ordinance
reduces costly paperwork for the County by bringing accounts up-to-date.

* Most oil producing states require some sort of financial guarantees for abandonment At the federal level, financial
assurances are required under the Oil Pollution Act, the Comprehensive Environmental Response, Compensation,
and Liability Act, the Resource Conservation and Recovery Act, the Safe Drinking Water Act, the Outer
Continental Shelf Lands Act, the Federal Land Policy and Management Act, and the Surface Mining Control and -

Reclamation Act. However These apphcatlons do not address the facilities subject to the Change of Owner, -
Operator, Guarantor Ordinance.
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> Provision of all required financial guarantees for future liability and performance of timely
and proper abandonment. This requirement is moot should such guarantees already be in- -
place and not diminished in the transfer of ownership: However, the ordinance seeks to
reduce social costs by ensuring coverage for future liability and performance. Studies have
found that, in practice, financial guarantees are both available and affordable and more cost-
effective to smaller companies than having to respond ﬁnanc1ally to a major oil spill, for
example.’ :

> Requirement of acceptance of permit, similar to that for non-managing Owners.

> Requirement of a safety audit to divulge the status and condition of the facility to the new
owner. SIMQAP audits conducted within the last three years satisfy this requirement. Such
disclosure, which is typical of real estate transactions, represents prudent business, and gives

. the new owner a clear understanding of financial expenditures to bring facilities into
compliance with County and State requirements. Such a requirement addresses latent i issues
such as those encountered by Venoco after it acquired the Ellwood facilities from Mobil.

» Provision to comply with existing requirements. This simply serves to enforce requirements
of the permit. There is no costly paperwork associated with this Trequirement provided that the -
owner has maintained the facility in compliance with the permit.

> Provision to update specific compliance plans, where applicable, to provide current -
emergency contact information pertaining to the new owner. Such changes are geared solely

to reflect the change in ownership and identify new responsible parties that may need to-be
contacted in the event of an emergency or other safety situation.

Staff believes that meeting such provisions are either minor or, in the case of financial assurance,

are part of the cost of doing business, similar to other types of liability insurance such as
automoblle insurance.

Comment No 6: One speaker asked how the County can determine a performance-based

financial assurance for abandonment, spec1ﬁcally, remediation of contaminated soils and waters
»absent a site assessment.

Summary of Staff S Response Last fall, the Planning Commission initiated amendments to the
General Plan (Coastal Land Use Plan and Land Use Element) and to the County code to promote

more timely and proper abandonment of the subject fac1ht1es These initiated amendments .
" included the following recommendation:

“Recommendation 40: Structure the regulatory oversight of decontamination so it is treated
routinely as an issue of operations rather than abandonment. The County should undertake the
following actions to achieve this goal

1. Amend appropriate codes to require, where appropriate, tesﬁhg-of soils and water under and
around oil and gas facilities that were in operation before 1980. Testing should focus on areas
and facilities suspected of having historic waste releases (areas may include those listed in

> See, for example, James Boyd. Financial Assurance Rules and Natural Resource Damage Liability: A Working
Marriage? 2001. Resources for the Future, Washington, D.C. pages 34-39 for discussion of the cost-benefit of
financial assurances, comparing the costs of such assurances versus the costs to society absent such assurances.
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Table 7-1) and occur in accordance with procedures approved by PSD and RWQCB. Suspect
areas, for example, would be under tanks and under pipelines that are not regularly tested to
verify their structural integrity. Identifying and characterizing areas at sites that commenced
operation with possible contamination as early as possible will allow the appropriate
regulatory agency to respond more proactively to waste releases and subsequent migration.
However, requirements for testing should consider locations that avoid or minimize risk due
to testing in or near an operating facility.

2. Due to greater government-mandated safety requirements, sites that began operations after
1980 are expected to have much less soil and water contamination. Notwithstanding, sites
that began operation after 1980 should also be monitored in areas where it is likely that an
undetected release could occur.

3. Impose penalties, mcludmg fines and termination of operations, if soil and groundwater
sampling is not conducted in a reasonable period of time.”

< N

“The Energy Division is currently processing these amendments through environmental review
and will return to the Planning Commission with policy and ordinance language early next year.
Staff recommends that the requirement of a site assessment continue to be handled in the -
foregoing manner. The approach to site assessments recommended above focuses our attention
not just on sites with changes of operator or managing owner, but on those sites most likely to be
contarninated. Staff plans to draft the requirement for site assessments in a manner that requires
owners and operators to disclose any new information regarding site contamination both before
and after the site assessment is performed. Accordingly, any new information found by a future,
internal site assessment performed by a new or old owner as part of the real estate transaction
would be required to be disclosed to the County.

Comment No. 7: One speaker asked for an amendment to the Planning Commission finding that ~
requires a new operator to pass an emergency response plan drill. The amendment would require
a follow-up drill to occur some period after the operator has taken control of the facility. This
follow-up drill would be unannounced. Further, the Planning Commission’s approval of a new
operator would remain conditional until the follow-up drill occurs. Failure to pass the follow-up
drill could constitute a basis to reverse approval of the new operator.

Summary of Staff’s Response: Tom Haug, staff with the County’s Office of Emergency Services,

fielded this inquiry. He explained that his office shares the concerns for safety expressed by the
speaker. He further explained that his office periodically conducts drills and would undertake

~ such a follow-up drill under its current authority; therefore, he saw no need to specify a
requirement for a follow-up drill in the ordinance. The new applicant (operator in this case)

~accepts the permit, and all it’s responsibilities and conditions (i.e., drill requirements). He also
explained that, in practice, no drill is completely unannounced, although several elements of the

drill, such as the particular emergency scenario, may be unannounced. Most of the elements are

¢ County of Santa Barbara, op. cit, 2000, page 140.
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" unknown to the facility operators. Some type of coordination goes into developmg a reahstlc
and effective drill. Drills conducted by OES are not only just a tool to evaluate the operator’s
knowledge of the Emergency Response Plan, but they are designed to be learning tools for the

facility operators and the responding agencies. In some cases this can take numerous drills in a

short timeframe. However, each of the participants and the public has benefited from this use of -
drills. o :

Comment No. 8: One speaker stated that the County need not worry about financial assurances
for timely and proper abandonment, including remediation of contaminated soils and waters,

because state law already covers liability. If the most recent operator is not financially solvent,
the County can track down previous operators.

Summary of Staff’s Response: Financial assurance rules have become a common tool to enforce
liability law. While liability alone works in theory, financial assurances provide the necessary
-guarantees that a facility will be timely and properly abandoned even in the event of
bankruptcies, corporate (or company er partnership) dissolution, or sheltering of assets overseas.’

Moreover, the County’s own experience shows that efforts to hold previous oil operators
_financially responsible can be very costly to the County. The County expended over $300,000,
for example, to get previous oil operators to clean up contaminated soils at Santa Barbara Shores.
The County incurred these costs in conducting a site assessment, tracking down previous owners,
negotiating clean-up responsibilities of contaminated sites with previous owners, paying for
permitting costs associated with clean up that previous oil operators refused to pay, and paying
for post-clean up restoration of the site. Financial assurance requirements can foster timely and

relatively lost-cost pubhc access to compensation or performance by reducmg lltlganon and-
administrative costs.®

Comment No. 9: One speaker stated that, although the Minerals Management Service (MMS)

and California State Lands Commission (SLC) require approval of operators and lessees they do
SO as landowner not regulator.

Summary of Staff’s Response: These two agencies serve the dual role of landowner and regulator.
Moreover, their role of landowner is one of stewardship of the land under the principles of the
public-trust doctrine. Such stewardship, which includes ensuring environmental protection in
accordance with applicable laws and regulations, necessarily melds with the role of regulator.
Lastly, the MMS and SLC require the financial assurances, safety audits, and new operator
testing in accordance with regulation and, therefore, do so as regulators.” However, these
agencies do not regulate the onshore components of offshore oil and gas projects.

" Boyd, op. cit., page 1.

8 Ibid, page 5.

® These regulations were developed to implement laws such as the federal Oil Pollution Act, the federal Outer
Continental Shelf Land Act, the federal Clean Water Act, and the California Oil Spill Prevention and Response Act.
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Staff is recommending the County follow the stewardship and regulatory example set by the

- MMS and SLC offshore in the context of applicable onshore oil and gas facilities when owner or
operator change. The County certainly performs a regulatory role under its police powers and
other statutes when permitting such facilities and enforcing compliance with laws and permit
conditions. It also exercises stewardship of the environment in the County. Consequently, the
relevance of the dual roles that the MMS and SLC meld together in their oversight of offshore oil

and gas development — regulator and steward — is one that supports adoptlon of the proposed
- ordinance. _ -

Comment No. 10: One speaker asked if the proposed ordinance seeks to nullify existing permits.

Sunimary of Staff’s Response: The ordinance does not nullify existing permits, but rather
provides a necessary tool, fashioned after the tested regulatory practices of the MMS and SL.C
offshore, to ensure continued financial assurances, safe operations; and compliance with
applicable laws and permit conditions. However, the ordinance could lead to denial of a transfer
of permit to a new operator if that operator is unqualified; it could lead to denial of a transfer to a

new owner should the new owner not provide the requued financial assurances, in which case the
previous owner remains liable.

Comment No. 11: Some representatives of the oil industry objected to the component of the
proposed ordinance that allowed additional conditioning of permits to ensure that the new -

operator, owner, or guarantor maintains adequate financial guarantees for operations and
abandonment.

Summary of Staff's Response: The ability to add conditions to a permit is limited to maintenance
of adequate financial guarantees for operations and abandonment. It mirrors the practices of both
the Minerals Management Service and California State Lands Commission, which tailor
financial guarantees based on the financial strength and operating records of lessees and
operators. Additional requirements for financial guarantees are prudent if the new guarantor
(including a new owner or operator) does not have the financial strength of the previous
guarantor. The current amounts and mechanisms may not be sufficient or appropriate for a new
guarantor if the previous guarantor had provided financial guarantees via self-insurance, for
example. Therefore, staff recommends that the ability to amend the permit to ensure adequate
financial guarantees remain in the ordinance. However, staff recommends clarifying the draft
ordinance to limit such amendments to cases where there is a basis in the permlt for doing so.
[See Attachment C, Issue 3.]

Comment No. 12: Several speakers from the oil industry commented that smaller independent

companies, including limited liability corporations or partnerships, are not necessarily less safe
or financial weaker than majors.

Summary of Staff’s Response: Staff recognizes that many independent oil companies have
sufficient experience, assets, and safety records to operate facilities subject to the ordinance.
Staff also recognizes, however, that there is no guarantee that any given operator, owner or
guarantor automatically has the financial or technical requirements to operate such facilities.
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Accordmoly, we retam our recommendation for adoptlon of the proposed ordinance, and again
note, this ordinance adapts regulatory processes already in-place for offshore oil and gas projects
to apply to onshore components of those projects. Prospective operators with sound records and
" ‘good experience should not find the ordinance troublesome, but rather should embrace the
opportunity to demonstrate their sound qualifications to the community. Similarly, new owners
~ and guarantors with strong financial balance sheets should take requirements of the ordinance in
stride and embrace the opportunity to build confidence with the hosting county — items such as

safety audits, financial assurances, and compliance with laws and penmts are nothing new to
their line of work.




Comparison of Proposed Change of Owner or Operator Ordinance Requirements with

Attachn‘ient B

Practices of State and Federal Agencies and Handling of Recent Energy Division Cases

Minerals Management

State Lands Comm.,

Recent cases processed in Energy Division

Ellwood Facilities

Proposed Ordinance -

Point Arguello Project

Change of owner &
operator. FDP -

revision. Denied by
P/C. Approved 3/00

Change of owner &
operator. Done as

‘ministerial change.

Permit does not

: s

Financial responsibility
-- abandonment

based on projected
cost, operator safety &
compliance track
record, and financial
soundness.

Amount discretionary,

‘based on projected
‘cost, operator safety &

compliance track
record, and financial

-soundness---

immediately following
permanent shut down
of the facilities.

No bond required.

on anoeal to Board require SCD ‘or FDP ‘
Change of Owner PP ' revision. . 1 _
Pre-sale facility audit Yes Yes No " No Yes. AUdl.t within
: : ~ : 3 years prior to sale.
Joint & several liability , < ' Yes, .based:_on.' pre-
Yes Yes “Yes Yes existing permit -
(owners) ‘ _ _ The
: | _ conditions
"Approval required. Approval required. o : _ Must accept permit.
Non-managing partners | Must be listed on | Must be listed on Listed on permit. No (N/A?) Must be listed on |
-7 | lease. [1] lease. : ' ' ' permnt -
| Guarantor (approval of o ' Marine Terminal only ‘ '
amount and method) Yes Yes . Yes | (under FROG [2]). Yes. v
Change of Operator ) ; -
Pre-.change facility Yes Required in some No - " No Yes. Audlt within ' _
audit » cases. v 3 years prior to sale.
Jomt & several liability Yes. Yes Yes Yes | Yes |
(operator) - ‘ : o |
Cross training Yes [3] - No [4] Not required, but did | Not required, but did Yes where feas1ble
: _ . occur. | occur. .
. . Rl . |
Pre.—change emergency Yes [3] No [4] Not requlrect., but did No i Yes
drills : occur. , : |
' Check-. safety & Yes — 5 years: ‘ Yes—as available | Included in staff report No . | Yes — 7 years
compliance records : o ' , , - i
| -
Change of either Owner,or Operator ! .
_ | OCS, state waters t . | - CPnshorc facilities in
: ] ] L o - | Ellwood Marine unincorporated S.B.
Applicabili seaward of coastline & | Marine waters of state Point Arguello Project | Terminal, onshore 1. facilities supportin
pp ty certain inland. Worst _ | (tidally influenced). gt ) P V v PPOTUNg
. -| processing facilities. i offshore oil/gas
case spill >1000 bbl. : : :
, . _ : 2 reﬁnerles
Provided by lessee, Provided by lf,ssee’ ' R . : $25_(.-) mllhon for ' Yes as requlred by
L | operator, or 3 party operator, or 3% party. $260 million general | Tor e terminal jermits or laws. Ma
Financial responsibility perator, ot 7 Party: | OSPR administers. -0 MITION & | required by FROG. - I? _ [ 1aws. Viay
o Up to $150 million, - o11e liability insurance - S " . | add permit conditions
-- oil spill . Up to $300 million, iy No coverage for |
depending on worst . - provided by operator. o . to assure adequate
case spill potential depending on worst : - o onshore processing .- guarantees. [5]
_ | case spill potential. facilities. , ’
Lessees provide Lessees provide |
« pro » | “structure bonds” & ,
supplemerital bonds.” | erformance bonds.” _
Amount discretionary, | P " | Bond to be required

| Yes, as required by

permits or laws. |[5]

1. Record title interest owners are jointly and severally liable and must be listed on the permit, Companies with an “operating nght interest” in a
lease and that are not jointly and severally llable are not necessanly listed on the lease. :

© 2. S.B. County Code Chapter 25A Evidence of Financial Responszbzltty to Clean Up Oil Spills (Gu1dellnes)

3. MMS requires facility 1nspect10ns cross training of new operator with departing operator, and rlgorous drllls prior to a change of operator.

Drills 1nclude full facility shut down and restart to demonstrate operator competence

4. SLC inspects facilities regularly and is on site monthly or more frequently momtorlng operation. However they have no specwl dnlls Or Cross
- training requirements in connect1on with change of operator.

I
1

i
|

5. Some permits contain conditions requiring financial respo'ns1b1hty or abandonment bonds. The proposed ordinance allows p'ermlt conditions to be
added to ensure adequate financial responsibility. The proposed ordinance also looks forward to future adoptlon of ﬁnanmal responsibility and
- abandonment ordinances that will specify procedures.and standards. In response to oil industry concerns that the financial assurance requirements
are not specified in the Change of Owner/Operator ordinance, we will propose a separate mtenm ordinance spec1fy1ng minimum reqmrements to
. serve until ﬁnanclal responsibility and. abandonment ordinances take effect -




¢

Attachment C

Summary of OQutstanding Issues

The draft ordinance went through many revisions in response to feedback from many sources, oil
industry representatives in particular. In some cases, staff agreed outright with revisions
recommended by the industry because we believe those revision made good sense and enhanced
the draft ordinance. In other cases, staff believes the two parties reached a compromise. Staff has
identified four substantive issues with the proposed ordinance that remain outstanding. These

issues are summarized below, followed by a brief overview of earlier issues that have been
resolved.

Unr_esolved issues

Staff understands the oil industry’s principal outstanding concemns about the proposed ordinance
have been reflected in the testimony presented during the August 1 Planning Commlssmn
hearing. These issues mclude -

' » Operator of the facility versus owner or guarantor of the facility,
» Unknown financial responsibility definitions and procedures
» Total permit condition re-opener provmon, and
»> Severe: unnecessary penaltles

Issue 1: Operator versus owner

SUMMARY OF ISSUE: One of WSPA’s major contentions with the proposed ordinance rests
with a requirement to obtain approval to transfer a permit when changes of owner or guarantor
occur, rather than just the operator of the applicable facilities. WSPA’s written testimony states
that the operator is responsible both to the owners and to the County; therefore, the County
should not be concerned about changes of owner or guarantor.'® The critical issues identified in
this proposed ordinance (safe operations, financial responsibility for oil spills and accidents,
adequate financial responsibility for abandonment, and full compliance with County permits and

Jaw) can be addressed adequately through the operator of the facility, according to WPSA and
Santa Barbara Region Chamber of Commerce."

STAFF'S RESPONSE: First, the distinction between owners and operators is not as clear-cut as
WSPA maintains. In some cases, the owner (or a sub51d1ary) is the operator. Where the owner is
not the operator, a permit may be issued to either owner or operator, not necessarily to the
operator. For example, Gaviota Terminal is owned by the partnership Gaviota Terminal
Company (GTC), which is the permit holder. Equilon Pipeline Company, managing partner of
GTC, is the operator. An application has been submitted for Arguello, Inc. to become operator,
but the permit will remain with GTC. Furthermore, even where the permit is held by the operator

19 Oral testimony of Mr. Frank Holmes, Coastal Coordinator for WSPA, is slightly inconsistent with his written testimony on
this point. His oral testimony appears to clarify that, in most cases rather than all cases, the operator of the facility takes
‘responsible on behalf of the owners to ensure compliance with permits and adequate financial responsxblhty In a few cases,
‘the owner provides the financial guarantees.

. "'In its written comments, the regional chamher opposes the ordinance for other reasons but states that should the County '
pursue such an ordinance, it should focus solely on the operator.
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of record, the owner may actually be operating the facilities. An example is the Las Flores
Canyon Gas Plant. The permit is in the name of POPCO, former owner and operator, which

~ Exxon Mobil maintains is still operator. However, there is compelling evidence that the facility

is now actually operated by ExxonMobil Pipeline Co. Another example of the blurring of the
distinction between owner and operator example is Tosco’s Unocap pipeline. Tosco owns

Unocap as its parent company, and is the permit holder and actual operator of the pipeline, but

the operator of record is Unocap. From these and other examples, it is apparent that if the County
were to limit permits strictly to facility operators, the person that actually runs a facility would
escape County oversight and enforcement under the permit in some cases.

Second, the owner and guarantor requirements under the proposed ordinance are not an attempt
to control transfer of facility ownership. Consider the four provisions that pertain to change of
owner or guarantor. The first three involve relatively minor changes handled by the Director.

a) For mergers and changes of form of business organization, the findings require that

_County fees are paid, that any fequired financial assurances are in place, and that the new
owner agree to accept the permit. If the accounts with the County are up to date and the
ownership change does not affect financial assurances, then the findings reduce to a single

* requirement, that is the owner agrees to accept the permit (and in doing so, agrees to joint
and several liability under the permit). Thus, if financial assurances are provided by the

~ operator (as WSPA indicates is appropriate) or a third party guarantor, then the change of
owner process can be nearly ministerial, requlnng a permit acceptance letter and listing of
the new owner on the permit.

b) For change of guarantor, the only findings are to assure that ﬁnanc1al assurances are in
place. If the operator were to provide these assurances, the permit process reduces to
listing the guarantor on the permit, attesting to the applicable guarantees.

c) For change of non-managing owner, the only finding is that a new part-owner accept the
permit and be listed on the permit. If the modification to the ordinance recommended
below is adopted, then new non-managing partners need only submit an application and be
listed on the permit. (See'p.16, top.) _

d) For major changes in ownership or change of the managmg partner of a partnership that
owns the facility, under Planning Commission jurisdiction, three additional findings are
required, beyond those required under (a) above. These findings relate to responsibilities
of the managing owner for a facility (see 7/19/01 Staff Report, p. 20). The requirements in
o sense discriminate against a new owner or obstruct a sale, and we have not heard any
industry objections to these findings as presently worded.

One provision in the proposed ordinance that could potentially affect an ownership change is a
clause that allows additional permit conditions to be added to assure adequate financial
guarantees. This provision is discussed below in the staff response to WSPA's third issue.

" Third, the County hds a legitimate interest in requiring that all owners and operators of a facility

_-be named on the permit. All owners, including part-owners, and operators are liable for oil spills
and site contamination damages. Naming all parties may strengthen the County's hand in future
pollution lawsuits. Should it be necessary to collect damages following a major accident, it is
prudent for the County to have ready access to all owners, particularly since when it comes -
collection time some owners may be found without accessible assets. The requirement to submit
* an application and be listed on the permit should not discourage potential buyers, unless they .
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were previously unaware of their legal exposure as owners of an oil facility, or they believe their
exposure is less if they are not named on the permit. Furthermore, because the distinction
between owners and operators is blurry (the operator on the permit may not be the actual
operator, as explained above), it is important to name all participants.

The above notwithstanding, staff appreciates industry’s concern that the permit acceptance letter
could place a burden, in the form of legal fees, on part-owners who have no direct involvement
with a project, other than to have an ownership interest. Upon further consideration and advice
from County Coumsel, staff has determined that the requirement for a letter explicitly agreeing to
the permit is not necessary to assure that a part-owner is jointly and severally liable under the
permit. At this time, staff recommends modification of the ordinance, deleting the requirement
for the permit acceptance letter. [See Attachment F, Sections 25B-4(2), 25B-6(6)(a)(3) and 25B-
- 9(4).] This change would not affect the requirement that new part-owners must submit an
apphcatmn and be listed on the perxmt

Fourth, although the role of the County is not 1dent1cal with that of MMS and State Lands
Commission, it is wrong to cast the roles as fundamentally different. MMS is a landowner, true,
but as such it is charged with stewardship of the public lands. Part of MMS' role is to assure safe
~_operation of platforms and protect the environment. Similarly, it is Santa Barbara County’s
charge to safeguard public safety and the environment. MMS names owners and part owners on
leases, in part to make explicit their joint and several liability. Likewise, the proposed ordinance
-requires permit acceptance and listing. Under MMS and SLC rules, it is the lessees, not the.
operator, that are ultimately responsible for a facility and it’s abandonment, although financial
assurances may be provided by any qualified person, including lessee, operator, or third party
~.guarantor. The proposed ordinance provides flexibility regarding who must provide assurances.

Finally, at core here is that by including owners on a permit the County is simply asking owners
to understand and accept the very permit that allows them to conduct business in the County.

Surely, public expectation is that oil companies doing business in the County based on County
permits should at least be named on them as a matter of public record.

Issue 2: Unknown financial responsibi[g) def initions and procedures

SUMMARY OF ISSUE: Another of WSPA’s major contentions lies w1th undefined reqmrements
for ﬁnanmal guarantees WSPA notes that:

. various oil and gas Jacilities have had operator changes over the past several years that
have resulted in long and expensive County processes that revolved around the financial
assurances. The current proposed ordinance does not remedy this core issue of how the level

 of financial assurance is determined and what financial assurance mechanisms are
acceptable. ..: If the County feels it necessary to have an ordinance with a stated purpose of
assuring “adequate financial responsibility,” then the ordinance should provide the clear
mechanisms to comply with the requirement.”

STAFF’S RESPONSE: WSPA is correct in noting that determining the amount of financial
assurances on a case-by-case basis, as changes of operator or owner occur, often results in
prolonged negotiations between the County and the responsible parties. Howe\_/er-, this difficulty
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is by no means unique to Santa Barbara County. Relevant literature on the subject and current
practices nationwide show the processes for determining financial guarantees in amounts

adequate to cover the costs of clean-up and damages to natural resources to be contentious unless
the amount of the liability itself is legislatively limited.'? Experience also instructs us that the
processes of clean-up of contamination and of assessing damage to natural resources are long and -
controversial (e.g., Exxon’s Valdez incident, Casmalia Class I hazardous land fill, Torch’s Point
Pedernales oil spill). Such controversy holds true even after an event such as a major oil spill has
occurred, let alone the task of projecting the costs of future liability from a potential event. It
reflects a desire on part of owners to limit liability and a desire on part of government to-ensure

that financial responsibility for full clean-up and payment of damages falls to the owners and not
the public. ,

As stated during the August 1* hearing, the County is currently seeking funds to draft a Financial
Responsibility Ordinance that would address liability-based financial guarantees for potential
damages to natural resources from events such as a major oil spill or chronic leakage of oil. Staff
is also processing amendments to the Comprehensive Plan and related ordinances that, among
other issues related to abandonment of oil and gas facilities, will recommend procedures for
determining performance-based financial guarantees for abandonment, including remediation.

In the interim, staff had assumed the current case-by-case method for determining the amounts
and methods of financial assurances would continue, utilizing the permit reopener provisions.
The issue of unspecified financial responsibility had not been raised by industry in any of the
meetings or public workshops. In fact, neither the Financial Guarantees nor the Abandonment
findings [Sections 25B-9(1-3) and 25B-10(1-2)] impose any unspecified financial requirements.
The findings simply require that financial responsibility and abandonment provisions in permits
and ordinances are adhered to following changes of owner, operator, or guarantor. On the other
hand, the reopener provisions [Sections 25B-9(5) and 25B-10(3)] do allow the Director or
Planning Commission to add financial responsibility requirements. Industry has consistently
opposed any permit reopener conditions. If the ordinance were adopted unchanged, the current

practice of setting financial responsibility requirements, on a case by case basis, would continue
until a financial respon51b1hty ordinance is adopted.

~ If definite ﬁnancial responsibility standards (or interim standards) were available, the permit
reopener clause would be less crucial. Subsequent to the August 1st hearing, staff evaluated the
possibility of drafting interim standards, patterned after the financial responsibility regulations of
the State of Alaska. We concluded this approach would be inadvisable, because the time required
to prepare the standards and conduct public hearings would result in excessive delays in adoption
of the Change of Owner/Operator ordinance. The task of developing standards is complex,
involving first, development of a method to evaluate the potential costs of onshore spills, and
second, reevaluation of financial responsibility instruments to determine which are acceptable
and realistically within the County’s expertise to administer. Staff does not at present believe that
the guidelines in Chapter 25A (financial responsibility for marine terminals) offer a model

12 See, for example, James Boyd. Financial Assurance Rules and Natural Resource Damage Liability: A working Marriage?
(Washington, D.C.: Resources for the Future, 2001). Pages 30-32. The Minerals Management Service reports that
negotiations with proposed new offshore operators about adequate amounts of financial assurances for decommissioning of
offshore facilities can take as along as 18 months. The State of Alaska’s financial assurances for the same types of facilities
addressed in the proposed ordinance evolved over 3 decades that included lmgatlon by the oil industry.
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suitable for onshore fac111t1es Formulatlon of sound standards is best left for the ﬁnanc1al
responsibility and abandonment ordinances.

Issue 3: Permit Condition Re-opener

SUMMARY OF ISSUE: WSPA objects to a provision that allows the Director or Planning
Commission to impose additional conditions on a permit in order to ensure that the new owner,

- operator, or other guarantor mamtams adequate financial guarantees for operatlons and

abandonment

STAFF’'S RESPONSE: The intent of this re-opener is to augment financial assurances where a

~ new owner or operator may not have the financial wherewithal to cover the costs of spills or

abandonment. The augmentation may address either the type of assurances provided or the
amount of assurances. The ability to reevaluate financial assurances would be especially
important if an under-capitalized firm were to purchase a facility from one of the majors or large
independents. For example, an existing permit may allow the current owner to provide financial
assurances via self-insurance, since original owners most often were large, vertically integrated

-corporations. A new owner may not have sufficient net worth to cover its liability through self-

insurance. Therefore, the ordinance provides the decision-maker with discretion to require ,
another, more secure instrument of financial assurance, such as commercial insurance or bond.

Staff believes that the vagueness of the financial responsibility reopener needs to be addressed. .
As discussed in the previous section, staff does not recommend rushing to develop standards, in
view .of the complexities involved. Nor do we believe it is constructive to postpone going

forward with this ordinance, since that approach would do nothing to address the acknowledged

need for definite financial responsibility standards and would lead to further delays in processing
pending apphcanons

An alternative course, and the one we recommend, is to clarify the wording of the reopener
sections of the proposed ordinance so as to limit the imposition of permit conditions. [See
Attachment F, Sections 25B-9(5), 25B-10(3).] Under the revised wording, permit conditions
could be added to ensure that the new owner, operator, temporary operator, or other guarantor
“maintains any insurance or other financial guarantees that were submitted to and relied on by
the Director as a basis to make any finding required by this Chapter.” This language would not
open permits up for negotiation of financial responsibility, except in cases where a permit
already contains the basis for doing so. Under present practice, conditions may be added to adjust
financial assurance requirements in cases where there is a change in the underlying assumptions
of the project resulting from an owner or operator change, provided there is a condition in the
permit that allows additional conditioning for changes of project description. Most permits

contain such a provision. With the revised language the reopener capability would be limited to - :
that which already exists in practice.

Staff also recommends addition of a new provision to help assure that financial responsibilityvfor
abandonment is maintained following changes of owneér or operator. [See Attachment F, Section

13 WSPA’s testimony incorrectly characterized this provision as one that allows re-opening of all existing conditions of a
permit; however, the provision is limited to imposing new conditions to ensure maintenance of adequate financial assurances
(see sections 25B-9(5) and 25B-10(3) of the proposed ordinance)..
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'25B-4(9).] The provision requires that the previous owners and operators remain liable for proper
abandonment of the facility if the new owner and operator do not have adequate financial
resources. This requirement parallels a California law applying to onshore oil wells [Public
Resource Code 3237(c)]. It also reflects the practice of MMS and State Lands Commission,
which often require previous offshore operators to remain responsible for abandonment costs.

Issue 4: Severe and unnecessary penalties

SUMMARY OF ISSUE: WSPA contends that the civil, criminal, and injunctive penalties are too
severe because, for instance, jail time and $25,000 per day in fines could be levied for a missed

filing deadline. WSPA further contends that the mere requlrement of County approval for any
change of operator is sufficient to ensure comphance

STAFF RESPONSE: Staff reiterates its recommendation that the ordinance provide a mechanism
for enforcement, otherwise the County would have no defined recourse to address violations to
the ordinance. For instance, what recourse would the County have without imposition of
penalties if the operator of an applicable facility changed operators without receiving county
approval? WSPA’s explanation — that the mere requirement of obtaining County approval is
sufficient —does not enforce compliance in itself. The penalties described in Section 25B-13
address cases of non-compliance just as traffic fines address cases of non-compliance with the

California Vehicle Code. Section 25B-13 also provides an economic incentive for compliance
with the ordinance.

Issues Resolved by Compromise

In a number of instances, staff believes we found a middle ground that partially answers -
industry’s obJectlons For example:

'a) In response to a comment that the application contents were vague, a section was added
- specifying the required application contents, but a provision was included to allow the
Director to require supplementary information, if needed.
~ b) Inresponse to industry’s request that non-managing part-owners not be required to
submit applications or be listed on the permit, we simplified the application requirements -
so that part-owners have only to agree to accept the permit, a process requiring but a
single brief letter.
¢) Industry expressed two concerns about the requirement for review of an mcormng
' operator’s safety and compliance records, namely, the absence of hard and fast standards
of past operating performance, and how to qualify a new operator that lacks the requisite
track record. In staff’s opinion, based in part on discussions with Minerals Management
Service and State Commission, a fair evaluation of operating records can only be done on
a be case by case basis; evaluation of diverse records is not amenable to fixed standards,
which preclude the use of judgement as well as consideration of all the relevant facts.
However, we added to the ordinance a list of source agencies for operator records, in
order to help ensure that operating record evaluation is based on objective source data.
Also, we added a provision that enables a new operator that lacks a 7-year record to -

qualify. (This provision contrasts with the MMS rule requiring OCS platform operatore to
have 5 years of satisfactory operating record.)- '
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Indusfry .Sugges.tions Integrated as Points Well Taken

Many issues concerning specific wording or practical workability in previous drafts were
rectified by means of clarifications of language, rethmkmg of procedures, and deletions of
unnecessary or unworkable provisions. Some examples mclude

a) deletion of the requirement for site contamination assessments, which we agreed was
_ more appropriately addressed in the forthcoming Abandonment Ordinance;

b) clarification of the applicability section, limiting applicability of the ordinance to
unincorporated areas of the County; '

¢) redesign of the application process, including addition of a requirement for the Director to
determine application completeness within 30 days of recelvmg an application for cha.nge

~ of owner; and :
d) spelling out how the process prescribed in the ordinance mterfaces with the permit
- - process under the Zoning Ordinance.




Attachment D

Response to Comments from Chambers of Commerce

The Planning Commission received written testimony from the Santa Barbara Region Chamber
of Commerce, and the Santa Maria Valley Chamber of Commerce & Visitor & Convention
Bureau. It also received oral testimony from the Goleta Valley Chamber of Commerce (Mr. Bob
Poole), and the Santa Maria Valley Economic Development Association (Mr. Bill Snow). At the
request of Commissioner Oberdeck, staff has summarized the issues raised in this testimony and
provided a response. ' ‘

Of the six issues summarized below, the first four repeat the four issues raised by the Western

States Petroleum Association (WSPA). The final two issues summarized below (5 & 6) appear to
represent misunderstanding of the ordinance as proposed.

Comment 1: Operator of the facility versus the owner or guarantor of the facility

SUMMARY OF ISSUE: As noted in Attachment C, one of WSPA’s major contentions with the
proposed ordinance rests with a requirement to obtain approval to transfer a permit when changes
of owner or guarantor occur, rather than just the operator of the applicable facilities. WSPA’s
written testimony states that the operator is responsible both to the owners and to the County;
therefore, the County should not be concerned about changes of owner or guarantor.'* The -
critical issues identified in this proposed ordinance (safe operations, financial responsibility for
oil spills and accidents, adequate financial responsibility for abandonment, and full compliance
with County permits and law) can be addressed adequately through the operator of the fac111ty,
-according to- WPSA and Santa Barbara Regxon Chamber of Commerce."

STAF F’S RESPONSE: Please refer to the staff’s response to’ Issue 1 onpage 14.

Comment 2: Unknown Financial Resmnsibi'lity Definitions and Procedures

SUMMARY OF ISSUE: Another of WSPA’s major contentions lies wnh undeﬁned requirements
. for financial guarantees WSPA notes that:

“... various oil and gas facilities have had operator changes over the past several years that
have resulted in long and expensive County processes that revolved around the financial
assurances. The current proposed ordinance does not remedy this core issue of how the level
of financial assurance is determined and what financial assurance mechanisms are
acceptable. ... If the County feels it necessary to have an ordinance with a stated purpose of

. assuring “adequate financial responsibility,” then the ordinance should provide the clear
mechanisms to comply with the requirement.”

" Oral testi:hony of Mr. Frank -Holmes, Coastal Coordinator for WSPA, clarifies that, in most cases rather than all cases, the
operator of the facility takes responsible on behalf of the owners to ensure compliance with permits and adequate financial

responsibility. In a few cases, the owner provides the financial guarantees.

"* In its written comments, the regional chamber opposes the ordinance for other reasons, but states that, should the County

pursue such an ordinance, it should focus solely on the operator.
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The Santa Barbara Region Chamber of Commerce, Goleta Valley Chamber of Cornmerce and-
Santa Maria Valley Chamber of Commerce repeated this concern.

STAFF'S RESPONSE: Please refer to the staff’s response to Issue 2 on page 16.

Comment 3: Permit Re-Opener

-

SUMMARY OF ISSUE: WSPA objects to a provision that allows the Director or Planning
Commission to impose additional conditions on a permit in order to ensure that the new owner,
operator, or other guarantor maintains adequate financial guarantees for operations and
abandonment.'® The Goleta Valley Chamber of Cornmerce and the Santa Maria Valley Economic

Development Association repeated this objection.

STAFF’S RESPONSE: Please refer to staff’s response to Issue 3 on page 18.

Comment 4: Severe and Iunnecessaty penaltiés

SUMMARY OF ISSUE: WSPA contends that the civil, criminal, and injunctive penalties are too
severe because, for instance, jail time and $25,000 per day in fines could be levied for a missed"
filing deadline. WSPA further contends that any penalty is unnecessary; the County simply needs
to require its approval of a new operator via the ordinance. The Santa Maria Valley Chamber of

Commerce appeared to repeat this contention, while the Santa Barbara Region Chamber of
Commerce expressed concern that the penaltles were not defined.

STAF F RESPONSE :

(a) Purpose of the enforcement provision. Staff reiterates its recommendation that the ordinance
provide a mechanism for enforcement, otherwise the County would have no defined recourse
to address violations to the ordinance. For instance, what recourse would the County have
without imposition of penalties if the operator of an applicable facility changed operators
without receiving county approval? WSPA'’s explanation — that the mere requirement of
obtaining County approval is sufficient —does not enforce compliance in itself. The penalties
described in Section 25B-13 address cases of non-compliance just as traffic fines address
cases of non-compliance with the California Vehicle Code. Sectlon 25B-13 also provides an-
economic mcentlve for compliance with the ordinance.

(b) Discretionary versus arbitrary penalties. The penalties proposed in Section 25B-13 mirror
those found in the County’s zoning ordinances." In so doing, Section 25B-13 sets maximum
civil and criminal penalties and leaves the setting of specific penalties to the discretion of the
court, which would do so in an amount that is based on case-specific facts and extent of the

'® WSPA’s testimony mistakenly represented this provision as one that allows re-opening of all existing conditions of a
permit; however, the provision is limited to imposing new conditions to ensure maintenance of adequate financial assurances
(See sections 25B-9(5) and 25B-10(3) of the proposed ordinance)..

17 See Sections 35-185.4 and 35-330.4 of Article II (Coastal Zoning Ordinance) and Article III (Inland Zomng) of the Santa
Barbara County Code.
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offense. Far from being arbitrary, such practice represents the common exercise of discretion
in the legal system of the United States to allow for consideration of case-specific factors.

The example pfovided by WSPA, a $25,000 per day fine plus jail time fgr merely missing a
filing deadline, is unrealistic. In this example, WSPA has chosen a minor violation and implied

that a judge would impose the maximum penalty defined in the ordinance. This example does not
reflect actual judicial practice.

The underlying issue here essentially, is whether the determination of penalties should be a fully
ministerial process or a discretionary process with maximum limits prescribed in advance. A
fully ministerial process is ideal for instances where the type and permutations of violations are
straight-forward, regardless of case-specific factors. In applications such as ensuring compliance
with the proposed ordinance, the importance of case-specific factors make a dlscretlonary
process with prescribed maximum limits more appropriate.

' Comment 5: Double Regulatzon

SUMAMRY OF ISSUE: The Santa Barbara Region Chamber of Commerce and the Santa Maria
Valley Chamber of Commerce suggest that the ordinance is unnecessary because it establishes
double regulations on a industry that is already heavily, and adequately, regulated.

STAFF RESPONSE: As noted in the staff report, the transfer of ownership, operator, or guarantor
for the offshore components of oil and gas projects is regulated by the Minerals Management
Service and State Lands Commission. The transfer of ownership, operator, or guarantor for the
onshore components is currently regulated only through permit conditions, and only. for facilities
that have such conditions (compare, for example, the differences in change of operator/owner
processes for the Point Arguello and Ellwood facilities as summarized in Attachment B).
Moreover, these permit conditions vary considerably. Please see staff’s response to comment
number 3, which appears on page 3 of this memorandum. . '

s

We believe it is prudent to ensure that:

> new operators are capable of operating the facility safely and in compliance with those
conditions,
> new owners understand all safety upgrades required of a facility. they desire to purchase

» new owners, operators, or guarantors understand and can assume their liability and required
financial assurances for a facility,

> transfers of permits proceed only after all outstanding fees and exactions are paid,

> transfers of permits proceed with agreements to come into comphance with current laws and
permit conditions, and

> new owners and operators accept the permit.

None of these items is duplibatéd by other laws or regulations. Moreovér, Section 25B-5 of the
ordinance explicitly establishes that the procedures of the proposed ordinance supercede other

.. procedures in the zoning ordinances and spemﬁc permits to ehmmate any procedural duplication

or conflict.
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Comment 6: 0wnershi1) of private business |

SUMMARY OF ISSUE: Testimony from the Santa Barbara Region Chamber of Commerce and
the Santa Maria Valley Economic Development Association raised concerns that the ordinance
might be an attempt to regulate the ownership of private business.

STAFF RESPONSE: The ordinance seeks to ensure that the obligations of the discretionary
permits that go with ownership of the subject facilities are fulfilled. The County issued these
permits with the understanding that the subject facilities would be operated safely and in
" compliance with applicable law and permiit conditions. These permits were also issued with the
understanding that the County would monitor and enforce the permit requirements and applicable.
regulations. The proposed ordinance fills a gap by ensuring that any transfer of owner, operator,
or guarantor meets the obligations of the very permits that allow the subject facilities to operate
in the first place. New owners willing to fulfill such pre-existing obligations and operators with
sufficient experience (supported by good safety and compliance records) to manage the day-to-

day operations of subject fac111t1es safely should not find or encounter any substantial burden 1 in
complying with the ordinance.
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Clarifications of Proposed Ordinance for Change of Owner/Operator
in Response to Planning Commission Questions

Comment 1: Rationale for bifurcation of cases between Director and Planning Commission

Staff’s intention in creating two approval paths is to route the more substantive cases to the
Planning Commission and less substantive, more administrative cases to the Director.

We anticipate a continuum of change of owner/operator cases, ranging from minor, :
administrative cases, such as a merger of a facility owner with another company, to a full facility
sale involving changes of both owner and operator. In past practice, cases involving major
changes of owner or operator have been brought before the Planning Commission, where the
Zoning Ordinance and permits have allowed. This process is appropriate, because such changes
potentially raise public safety and environmental concerns. These types of changes may also
. raise controversy, and should be presented in a public hearing. Examples include the Chevron’s

- sale of its share of the Point Arguello Project to Plains/Arguello, Inc. and Unocal’s sale of the
Point Pedernales Project to Torch. On the other hand, in staff’s view, cases that are routine and
‘administrative in nature, involving relatively minor changes of ownership that are not likely to be
controversial, would put an unnecessary burden on the Commission, and can be well handled at
the Director level. Consider the recent merger of Exxon with Mobil to form Exxon Mobil Corp.
This change of owner and operator will have no effect on operations, and will only increase the
company’s financial strength and ability to respond to accidents. Should such changes require a

Planning Commission hearing? We believe not, particularly since a Duector s decision is
appealable to the Planning Commission.

In principle it makes good sense to partition change of owner/operator cases into administrative

* and substantive classes to guide case processing, but what criteria can be used for the
bifurcation? Two underlying premises have steered us to recommend the criteria that appear in
the proposed ordinance [Sec. 25B-8]. First, ownership changes that involve replacement of the

~ existing owner with a new owner should be heard by the Planning Commission. In such cases,
control and responsibility for a project passes to a new entity without continuity. Major changes .
in management and personnel are likely. The new owner’s philosophy and culture may be
different from the existing owner’s, and this may affect permit compliance and influence
operations for better or worse. Also, a change of owner is usually accompanied by a change of

" operator. Where a partnership owns the facility, replacement of the managing partner has similar
potential effect as replacement of a facility owner. Second, a change of the operator who has day-
to-day control of facility operations needs public airing at the Planning Commission level, due to
potential concerns about the capability of the new operator to operate the facility safely. Thus, as
the proposed ordinance is written, all cases where there is likelihood of discontinuity in
ownership, managing partner, or operator are directed to the Planning Commission [Sec. 25B-

8(2)].
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Changes of owner or operator to be handled by the Director [Sec. 25B- 8(1)] would rarely entail
‘major dlsrupuon or discontinuity as described above. The merger of an owner or operator with
another company implies a continuing involvement of the existing owner or operator. The
company’s culture and personnel can be expected to undergo much less change than would occur -
if a new owner or operator replaced a current one. In many cases, there will be no changes in
management style or personnel. Similarly, conversion from a corporation to a limited liability
company may involve no tangible changes. The County’s primary concerns in all such cases are
to assure continuing financial responsibility for operations, accidents and spills, and facility
abandonment, and to ensure that the new parties agree to accept responsibility under the permit.
Change of a guarantor requires only establishing that the new guarantor provides sound financial
guarantees. Though these cases require analysis and discretionary judgement, they are relatively -
cut-and-dried compared to the cases the proposed ordinance routes to the Planning Commission.

These cases listed in Sec. 25B-8(1) are unlikely to give rise to controversy and can reasonably be
handled by the Duector

Comment 2: Rationale for Director-Approval of Temporary Operator

As discussed in the Staff Report (p.18), the provision for a Director-approved temporary operator
is intended as a safety valve to be invoked under special circumstances to facilitate temporary
replacement of a poor operator with an acceptable one. The prov151on was included because of
staff’s concern that the more demanding and potentially lengthy review required for change of
operator [Sec. 25B-10(2)] might impede an owner from replacing an unsatisfactory operator even
where both the owner and County agree that the operator.should be replaced immediately. The
provision gives the Director discretionary power to approve an operator for six months, during

which the temporary operator (or another operator) would seek approval for permanent operator
status.

. Oné Commissioner asked if this discretion could be abused. Two protections are included in the
approval of a temporary operator. First, to make the Operator Capability finding [Sec. 25B-
9(3)(c)], the Director must have factual basis, albeit of an unspecified nature, that the proposed

_ temporary operator has the necessary skills and training for safe operation. This includes “good
working knowledge of the crucial compliance plans listed...” Second, the Director’s decision
may be appealed to the Planning Commission, and most likely would be appealed if the Director
- approved an operator with a poor safety record. In the judgement of staff, although the temporary

operator provision carries some risk of abuse, the possible consequences of not mcludmg such a
safety mechamsm are more serious.

A question was raised as to how the process of approving a temporary operator would occur in
practice. In determining a temporary operator’s capability, the Director has latitude to work with
the applicant, discuss and agree on how the change will take place, arrange for emergency drills,
etc., as the circumstances may demand. After making the required findings [Sec. 25B-9(3)], the
Director would approve the application, as stipulated under Processing [Sec. 25B-8(c)]. The
process requires noticing, but no hearing, and is modeled after the process for a Dnector s
Amendment (see County Code, Sec. 35-317. 10(2)(0)) / '
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- Comment 3 :‘Rationale fof Approval ofNon-ManaOing Partner

While replacernent of the managing partner of a partnership that owns a facility would go to the
Planning Commission under the bifurcation rules, addition or deletion of a non-managing partner
or similar part-owner of a facility is included under the Director’s path. Many oil and gas
projects include multiple part-owners who play no active role in the project. Under the proposed
ordinance, those part-owners who are not guarantors for a facility and are not managing partners
need only agree to accept the permit and be listed on the permit. If the modification to the
ordinance recommended under Issue 1 of Attachment C is adopted, then non-managing part-
owners will only need to submit an application and be listed on the permit. Similarly, the
Minerals Management Service and State Lands Commission require all part-owners to be listed
on offshore leases. In view of the fact that these part-owners neither provide financial guarantees
nor manage the partnership, staff believes a more burdensome process is not warranted. Industry
may argue that even these minimal requirements are excessive, first, because all part-owners are
already liable under state and federal laws, and second, because such a provision will impair the
ability to sell an ownership interest. However, County Counsel maintains that if such part-owners
are listed on the permit, the County’s hand will be strengthened should a lawsuit arise over oil
spills, abandonment, or site contamination. It is also in the public interest to assure that new
owners are fully cognizant of the liability they assume in buying into an oil and gas project.

One possible concern about the abbreviated process for approving part-owners is the possibility
that an owner could purchase a large percentage ownership share in a project and exercise control
without being designated as managing partner. If a part-owner were in fact to assume -

- management functions, that company would be considered a managing partner, and as such.
would be required to apply for a change of owner through the Planning Commission approval
route. If they engaged surreptitiously in managing the project, that would constitute a violation of -
the ordinance, subject to its enforcement provisions. Staff believes there is little cause for

- concern in such cases, because all owners and part-owners are jointly and severally liable under
the permit.. »

Cominent 4: Changes in Percentage Ownership Among Existing Owners

If a part owner is added or deleted from a project, the Director handles the change, as discussed
above. Under either a general partnership or joint operating agreement (which is a kind of quasi-
partnership common in the oil and gas industry), ownership share of the partners may change.
Such a change of percentage share in project ownership is exempted from the ordinance, except
where the change entails addition or deletion of a part-owner or affects financial guarantees {Sec.
25B-2(2)(b)]. The reason is that nowhere in the ordinance does percentage ownership come into
play. An owner is either on the permit or not, and whether they own 1% or 51% interest makes
no difference. What does make a difference, in terms of the approval process, is whether an
owner has management authority and whether they provide financial guarantees. Hence, if a part- '
owner buys part an additional interest and becomes 60% owner, the key question the Director
would ask is “Have they become the managing partner?” If so, an application for change of
owner/managing partner would be required, and the application would be under the Planning
Commission approval path. If the percentage change were in some way to impact financial
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. responsibility guar'aﬁtees, an application for change of guarantor would be required under the
Director’s approval path. Ongoifig notification of any such changes is required, whether or not
the change necessitates a change of owner application [Sec: 25B-4(4)]. The notification

- requirement is meant to ensure that the County is notlﬁed of and can review changes that might
potentially require an appllcatmn :

s
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| lChapter,ZSB of Santa Barbara Couhty Code (Proposed Ordinance, Revised 9/7/01) _

CHANGE OF OWVER OPERATOR OR GUARANTOR FOR CERTAIN OIL AND GAS
FACILITIES '

7

Sec. 25B-1. Purposes of Chapter .

The purposes of this Chapter are to protect public health and safety, and safeguard the natural
resources and environment of the County of Santa Barbara, by ensuring that safe operation,

- adequate financial responsibility, and compliance with all applicable County laws and permits

are maintained ‘during and after all changes of owner, operator or guaranto:r'of certain oil and gas

facilities.’

Sec: 25B-2. ApplicabiIity. |
(1) This Chapter shall apply to.any: person who owas, operates or guarantees performance foror
- viho seeks to’ own, operate‘or guarantee performance for any of the following facilities
located in the unincorporated areas of the County of Santa Barbara
» a) any fac111ty involved in exploratlon productron processmg, storage or transportanon of
-oil or gas extracted from offshore reserves;
b) ‘any oil reﬁrlery;
c) any pier, supply. base, marine terminal or staging area within the.Coun'ty’s’ jurisdiction that
) supports development of offshore oil and gas reserves. \
" (2) This Chapter shall not apply to:
a) the change of owner, operator or guarantor of the followmg

1. sales gas pipelines operated by a pubhc ut111ty and regulated by the Cahforma Public

Utilities Commission;
ii.l trucks, railroads;
iii. facilities located in state waters;
vb) a change of ownership consistin'g solely of a change in percentage ownership ofa facility »
and which does not entall addition or removal of an owner or affect any financial .

guarantee for a permit.
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. Sec. 25B-3. Defiriit,ions.’ As used in this Chapter: .

“Director” shall mean the Santa Barbara County Director of Planning and Development.-

“Existing guarantor” shall mean a guarantor who has guaranteed performanée for an existing
owner or operator, on the date of adoption of IhlS chapter, but shall not include any person

~who is required to but has not yet obtaine»d an améndment to a permit that requires County
approval prior to listing that guarantor on the permit. V

“Existing owner or operator” shall mean any person who owns orl opeiates a facility identified as
subject to this chapter pursuant to Section 25B-2 on the date of adoption of this chapter, but
shall not include any person- -who owns or 6perates such a facility and is required to but has
not yet obtamed an amendment to a permit that requlres County approval prior to the -
transfer of the perm1t to that owner or operator. -

“Guarantor” shall mean any. person who guarantees perforrnance for any County permit or
ordinance requirement for a facility subject to this Chapter. For purposes of this Chapter,
guarantor may include any owner, operator, or third party. _

 “Managing paftner” of a partnership shall mean the partner formally designated and vested by

. the partnership with authority to make all ordinary ‘business decisioﬁsfor the partnership on

behalf of all partners. K« is- ; ' v : i

“Operator” shall mean any person having day-to-day control or management of operations of a

facility, or a portion {hereof subject to this Chapter.

“Owner” shall mean any person that owns or leases a fac1hty, or a portion thereof subject to thlS
Chapter _ .

“Pending owner or operator” shall mean any person who owns or operates-a facility subject to
this chapter and is required to but has not yet obteﬁned an amendment to any necessary
permit that requires County approval prior to the fra:_lsfer of the permit to that owner or
operator. | | A

“Person” shall include, but is not limited to, any individual, proprietorship, firm corpofation
partner, partnership, limited partnership, limited liability company, joint venture, business

trust, or other business entity, or an association, or other organization
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Sec. 25B-4. Requirements.

(1) Listing on Permit. Any person who owns 'or operates a facility that is subject to this Chapter
pursuant to Section 25B-2 shall be listed as a permrctee on the permit(s) issued for that
facility, pursuant to Chapter 35 of the County Code or Ordinances 661, 2919 or 3238. Any
guarantor for such facility shall be listed on the apphcable permit(s), identifying its
responsibilities as guarantor. Should any owner, o'per'ator, or guarantor consist of a
partnership‘, all pa.rtnéré shall be listed on the permit and,—whe—x:e—appl-i-ca-ble, the managing
partner shall be identified in this list. - | '

(2) Acceptance of Permit. Prior to being listed on a permit, any owner or operator of a facility

that is subject to this Chapter shall provide the County with a letter from a reéponsible
official of the owner or operator formally accepting all conditions and requirements of the

permit. This provision shall not apply to part owners that are not manaéing partners.

(3) Permits Not Transferable. Any permit issued or authorized pursuant to Chapter 35 of the

- .County.Code, or Ordinances 661, 2919 or 3238, for a facility that is subject to this Chapter
shall not be transferable, whether by operation of law or otherwise, from any existing owner,
operator or gﬁarar;to_; to a-new owner, operator, or guarantor, except in accordance with this

Chapter

(4) Ongoing Notification. All owners, operators and guarantors shall, as an ongomg

. --.reqmrement, notify the Director in wntmg of any change i in the information listed in 25B-
6(1)(a-e) within thirty days of such change.

(5) Change of Owner. Any change of own'ér, merger of the owner with another company, or

change of form of business organization, shall require application and approval as provided
in this Chapter. Until a change of owner is approved pursuant to this chapter, the former
owner(s) shall continue to be liable for compliance with all terms and conditions of the

~ permit and any applicable County ordinances.

(6). Change of Operator. Any change of operator shall not occur until approved in accordance -
with this Chapter, except as follows. Any change of operator that consists solely of 2 merger
or change of form of business organization, but does not entail any change to operations or
personnel of the facility, shall require an application within 30 days of the change, as
provided in Section 25B-6(3) for change of owner.
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(7) Change of Guarantor. Any change of guarantor, including merger of the guarantor with

another company or change of form of business organization, shall require application and
approval as provided in this Chapter. Until a change of guarantor is approved pursuant to this
chapter, the former guarantor(s) listed on the permit shall continue to be liable for
‘compliance with all terms and conditions of the perrriit and any applicable County ordinance.

(8) Liability for Compliance with Permit Conditions. Any owner, operator or guarantor listed on

a permit pursuant to this Chapter shall comply with all conditions of such permit, as
applicable, to owners, operators and guarantors. Failure to comply with such permit
conditions shall subject the owner, operator or guarantor to the applicable penalty and

enforcement provisions of Chapter 35 or other applicable ordinance for such permits.
(9) Liability for Abandonment. )

(a) The current owner or operator, as determined by the records of the Director, of a

facility subject to this chapter shall be responsible fqr the proper abandonment of the

facilitLIf the Director determines that the current owner or operator does not have

the financial resources to fully cover the cost of abandoning the facility, the

immediately preceding owner or operator shall be responsible for the cost of

abandoning the facility.

(b) The Director may continue to look seriatim to previous owners or operators until an

owner or.operator is found that the Director determines has the financial resources to

- cover the cost of abandoning the facility. However, the supervisor may not hold an

owner or operator responsible for abandonment under this chapter that made a valid

transfer of ownership or operation of the facility prior to [adoption date of this

ordinance].

Sec. 25B-5. Relation to permits and Zoning Ordinance.

(1) The provisions of thls Chapter shall, for applicable facilities, supercede any provision of
Chapter 35, Articles II and III, governing the transfer of permits for such facilities. The
procedures of this Ciiapter shall alsb supercede any procedures specified in any permit

governing the transfer of permits for such facilities, but shall not invalidate any substantive

requirements of such permits.
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(2) Permit amendments approved pu:suant to this Chapter shall be entitled “25B Perrmt
Amendments” and shall be enforceable as prov1ded in this Chapter
)
Sec. 25B-6. Applicaﬁo’ns. ‘ o ,
(1) Existing Owners, Operators, énd Guarantors. Within 30 days ef the effective date of this

Chapter, any existing owner, operator or guarantor, shall submit a eertiﬁcatioe to the
Director, on a form approved by the Director, specifying the following information regarding
the current owner(s), operator(s), and guaraﬁtor(s): -
a) name and address;
b) rolein ownershlp, operation and management of facxhty, or in guaranteeing performance
 foran owner or operator; | _
¢) names and addresses of official company representatives authorized and designated to
: eiecute applications, agreemehts and permits with the County'oh behelf of the company;
d) description of the company business organization, including relation to parent companies,
- partnership composition, and other information needed to fulfy and accurately disclose |
who it is that owns, operates, or is otherwise responsible for the facility; |
¢) -expiration date of any company described in §25B-6(1)(a-d), above. ‘
(2) Pending Owners and Operators. Within 30 days of the effective date of this Chapter any

pendmg owner or operator shall submit an application to the Director requestmg transfer of

the _apphcable permit(s).

(3) New Owners or Deletion of Owners. Prior to any transfer of a permit to a new owner or

deletion of an owner from a permit the current owner(s) and proposed owner shall submit an
application to the Director requesting such change. The application shall be filed-before the
transfer of ownership, or if not practicable, in no event, later than 30 days after the change of

ownership.

~ (4) New Operators.. Prior to any transfer of permit to a'new operator, the current permittee(s)

and the proposed operator shall submit an application to the Director requesting such

transfer.

(5) New Guarantors or Deletion of Guarantors. Prior to the listing of a new guarantor or the

deletion of a guarantor on a permit, the permittee(s), the current guarantor, and, as

approp}'iate, the proposed guarantor shall submit an application to the Director requesting
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such transfer or deletion. The applice_ition shall be filed before.the change of guarantor, or, in -

no event, later than 30 days after the change of guarantor. -

(6) Application Contents. Applications submitted pursuant to this Chapter shall include the
following ihformation: »
(a) Information Regﬁired for Applications for Change of Non-Managing Partners and Non-
Operators Pursuant to Section 25B-8(1)(a)(v)-

i. Al informatibn listed in Section 25B-6(1)(a-¢) of this Chapter.

ii. A brief statement of the changes or proposed changes.

' (b) Information Rﬂuiréd for All Applications, Except as Provided in Sectiori’25B-6(6)(a):

i. All information listed in Section 25B-6(1)(a-¢) of this Chapter.
ii. A _détailed statement of the changes or proposed changes for which approvél is sought.
‘ General background information on any proposed new permittée or guarantor, including

business plan, if available. | - |
Financial information on any oWner, operator, or other guafantdr needed for the Director
or Planning Cornmission to make the Financial Guarantees and Abandonment findings.
This in_formatioh shall include the previous year’s annual report, audited financial
statements, and required SEC filings. |

Any required letter accepting the pérmi_t(s)'.
i, Any other information that the Director or the Planning Commission may require to

approve any change in owner, operator, or guarantor in accordance with this Chapter.

(c) Additional Information for Temporary Operator:

Evidence demonstratmg that the proposed’ temporary operator has the necessary SklllS and
- trammg, as required by Section 25B-9(3)(c).

(d) Additional Information for Change of Owner Under Section 25B-8(2):

© All documentation needed to make the findings required by this Chapter for Facility
. Safety Audit, CompliémCe With Existing Requirements, and Compliance Plans.
(e) Additional Information for Change of Operator Under Section 25B-8(2):-

1. All documentauon needed to make the findings required by this Chapter for Facility
Safety Audlt Comphance With Emstlng Reqmrements and Compliance Plans.
ii. Approved transitional plan.
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iii. Evidence that operating personnel have been trained in and have good workmg

knowledge of the crucial comphance plans.
Evidence of satisfactory performance on em_ergency drills.
Documentation of safe operating record or adequate experience and expertise, as
required by Section 25B-10(2)(j)-
Sec. 25B-7. Listing of owners, opérators,'guarantors and temporary operators on permits.

(1) Existing Owners, g)erators, and Guarantors. The Director shall list any existing owner,

existing operator, or existing guarantor, as rhey are defined in Sectiorr'ZSB-3 of this_Chapter,
on the appropriate permit(s) upon finding that such person has submitted all information |
required in Section 25B-6(1) and has complied with Section 25B-4(2), if applicable. ,

(2) New Owners, Operators, Guarantors, and Temporary Qgerators. The Director shall list any

new owner, operator, guarantor, or temporary operator on the appropriate permit(s), and
remove any previous Owner, operator, guarantor, or temporary operator that no longer serves

such role, upon approval of the permit transfer, pursuant to Sections 25B-9 and 25B-10:

Sec. 25B-8. Processmg

(D) Apphcatrons Under Jurisdiction of the D1rector '

a)- The D1rector shall approve or deny any apph_catioh to transfer a perrnjt for chang'es that

consist solely of the followmg
o ﬂ;i. merger of a current owner or operator w1th another company,
ii. change in form of business organization of a current owner or operator, mcludmg

change from corporatlon to limited partnership or limited 11ab111ty company,
i. change of a guarantor; '

v. substrtunon ofa temporary operator;
. addition or deletion of non-managing partner or non-operator under a jc')iht bperatihg
© agreement, where such personisnota guarantor -
vi. - any other change of ownership not under the Planning Comm1551on s jurisdiction.
b) Prior to approval of such application, the Director shall make all findings required by '

Section 25B-9(1),(2), (3), or (4), as applicable, and shall take all actions necessary under
‘Section 25B-9(5). ' '
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c) A public hearing shall not be required for applications approved or denied by the Director.
~ Notice shall be given, however, at least ten (10) days prior to the date of the Director’s
decision, as provided in Santa Barbara County Code, Chapter 35, Article II, Section 35-
181.2 or Article III, Section 35-326.2, as appropriate.

(2) Applications Under Jurisdiction of the Planning Commission.

a) . The Planning Commission shall approve or deny any applicafion to transfer a permit for
changes that consist of the following: ’ ‘
i. Full ownership change, that is, where there is a completetransfer of facility ownership
| to new owner(s); o
i Operator change, except as specifically placed under the Director’s 'juriédiction in
Sectioni 25B-8(1)(a)(i, i, or iv); |

ii1. Change of managmg partner of an owner or any partner of an operator. |
b) Prior to approval of an application for change of owner, the Planning Comnussxon shall
make all findings required by Section 25B-10(1) and shall take all actions necessary under
‘- Section 25B-10(3). Prior to approval of an application for change of ‘opera';or, the
Planning Commission shall make all findings required by Section 25B-10(2) and shail
take all actions necessary under Sectlon 25B-10(3).
c). A pubhc hearing shall be reqmred for apphcatlons approved or denied by the Planmng
- Commission. Notice shall be given at least ten-(10) days prior to the date of the hearing, as
. provided in'Santa_Ba,rb-ara County Code, Chapter 35, Article 1I, Section 35-181.2 or -
Article II1, Section 35-326.2, as appropriate. | —

- (3) Combined Applications.

: Apphcatlons that include a component under the Director’s ]LlI'lSdlCthIl and another
cornponent under the Planning Commxssmn s jurisdiction may, at the discretion of the
' Director, be processed with a combined application and decided by the Planmng
Commission. In such cases the findings required for approval of the component that falls
under the Dn*ector s jurisdiction shall be those listed for a Director’s Amendment (§25B-
9(1) (2), or (4), as appropnate)
(4) Apphcatlon Completeness '
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a) An apphcatlon shall be deemed accepted unléss the Director finds the application

‘incomplete and notifies the applicant of incompleteness by mail within thirty calendar days

" of receipt of the application. Notice shall be d'eemed_giveﬁ when mailed..

\

b) The applicant shall provide any additional information required by the Director in an
incompleteness letter within thirty calendar days of issuance of the letter.

Sec. 25B-9. Director Approval: ﬁndings. 7
(1) Ihe Director shall approve an application to transfer a permit pursuant to Section 25B-
8(1)(a)(i, ii, or vi) only if the Director makes the following findings:

a) Fees and Exactions. All outstanding County required fees and exactions due for the

fac1l1ty have been paid.

b) Financial Guarantees The proposed owner, operator, or other guarantor has provided all

necessary instruments or methods of ﬁnanmal responsibility approved by the County and
necessary to comply with the permit and any County ordinance.
¢) Abandonment. The proposed owner, operator, or other guarantor has demonstrated the
. financial capability through financial guarantees to comply with all federal, state and loca_l
law and pemﬁts regarding abandonment of the facility and remediation of contamination.

d) Acceptance of Permit. The proposed owner or operator has'provided a letter from a

-~ responsible ofﬁc1a1 representmg the proposed owner or operator formally acceptmg all
- conditions and requlrements of the permit. _
(2) The Director shall approve an application to transfer a permit pursuant to Section 25B-

8(1)(a)(iii) for a change of guarantor only if the Director makes the following findings:

a) Financial Guarantees. The proposed guarantor has provided all necessary instruments or -
methods of financial respon51b1hty approved by the County and necessary to comply with

the permit and any County ordinance.

b) Abandonment. Where applicable, the proposed guarantor has demonstreted the financial

capability through financial guarantees to comply with all requirements of federal, state
and local law and permits regarding abandonment of the facility and remediation of

contamination. .
(3) The Director may approve a qualified terxiporary operator pursuant to Section 25B-

8(1)(a)(iv) where the owner demonstrates to the satisfaction of the Director that good cause
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exists for an immediate change of operator. The temporary operator may operate the facility
for a period of no longef than 6 months. In order to approve a temporary operator, the

Director must make the following findings:

a) Financial Guarantees. The proposed temporary operator has provided all necessafy.
 instruments or methods of financial responsibility approved by the County and necessary

_ to comply with the permit and any County ordinance.

b) Acceptance of Permit. The proposed temporary operator has provided a letter from a

respon51ble official representing the proposed temporary operator formally acceptmg all

conditions and requirements of the permit.

c) Operator Capabxhty The proposed temporary operator has the skills and training
necessary to operate the permitted facility in compliance with all apphcable law and hasa
good working knowledge of the crucial compliance plans listed in Section 25B-10(2)(g).

(4) The Director shall approve an application to transfer a permit pursuant to Section‘25B-
8(1)(a)(v) for a change of non-managing partner or non-operator under a joint operating

agreement, where such person is not a guarantor, upon submission of a complete agpllcatlon :

and payment of any required application fees.only-ifthe Directormakes-the-followding

(5) Upon making the findings listed in Section 25B-9(1), (2), (3), or (4), the Director shall
approve the change of owner, operator, or guarantor, or approve the temporary operator. The
Director rhay impose additional conditions on the perrhit, except for applications appreved
under Section 25B'—9(4); in order to ensure that the new owner, operator, temporary operator,

or other guarantor maintains any insurance or other financial guarantees that were submitted

to and relied on by the Director as a basis to make any finding reqﬁired by this Chapter.

Sec. 25B-10. Planning Commission Approval: ﬁndings;
(1) The Planning Commission shall approve an application for a change of owner only if the

Planning Commission makes the following findings:
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a)

b)

Fees and Exactions. All oﬁtstanding County fequired fees and'exacfi'ons due for the

facility have been paid.

Financial Guarantees. The prdposed owner or other guarantor has provided all necessary

insurance, bonds and other instruments or methods of financial responsibility approved by

the County and necessary to comply with the permit and any County ordinance.

- Abandonment. The proposed owner or other guarantor has demonstrated the financial

capability through financial guarantees to comply with all federal, state and local law and
permits regarding abandonment of the facility and remediation of contamination.-

Acceptance of Permit. The proposed owner has provided a letter from a responsibie

official representing the proposed owner forma_lly accepting all conditions and ,
-réquirem'ents- of thie permit. If the proposed owner is a partnership, all partners have
provided such letters, or the managing partner has provided a letter on behalf of all
partners and has agreed to resubmit such 1éttér should any partneré change in the future.

- Facility Safety Audit. The County has completed a comprehensive safety audit for the

physical facility within 3 years prior to submission of a compleie applicaﬁon, and the

.. current owner or operator has provided a copy of this audit, along with a description of the

status of implementing its recommendations, to the proposed owner(s). A Safety

- Inspection Maintehancg and Quality Assurance Program (SIMQAP) audit approved by the
- -appropriate Counfy official shall satisfy this requirement. This finding shall be waived if

the application is for the current operator of a facility to become an owner.

Compliance With Existing Requirements. The current owner(s) are in compliance with all

requirements of the permit, including any reqqirement ofa Couhty required safety audit,
any Notice of Violation, and any County ordinance; or the curreﬁt and proposed owner(s)
have entered into a written agreerhent with the Director that Speciﬁes an _énforceable_
schedule to come into compliance with such requirements.

Compliance Plans. The new owner or operator has updated any exisﬁng, approved Safety

Inspection Maintenance and Quality Assurance Program, Emergency Response Plan, Fire
Protectioﬁ Plan, and 0il Spill Contingency Plan, or equivalent approved plans, with
current emergency contact information pertaining to the new owner. If any of these plans
did not previously exist or was not a-pproved,vthe new owner or operator has prepared an

acceptablé plan and it has been approved by the appropriate County official. The new
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owner and.operator have agreed in writing to revise all plans required by the permit or any

County ordinance, as.necessary to reflect the change of owner, and to do so with sufficient

diligence to obtain approval of the revised plans by the appropriate County official within

- six months after assuming ownership.

" (2) The Planning Commission shall approve an application for change of operator only if the

Planning Commission makes the following findings:

a)

b

d).

Fees and Exactions. All outstandmg County required fees and exactions due for the

facility have been paid-

Financial Guarantees. The current owner, proposed operator, or other guarantor has
pr0v1ded all necessary insurance, bonds and other instruments or methods of financial -
responsibility approved by the County and necessary to comply with the permit and any
County ordinance.

Abandonment. The proposed operator or other guarantor has demonstrated the financial

~ capability through financial guarantees to comply with all federal, state and local law and

permits regarding abandonment of the facility and remediation of contamination.

-Acceptance of Permit. The proposed operator has provided a letter from a responsible

official representing the ,proposed opefator formally accepting all conditions and

requirements of the permit. If the pr%posed operator is a partnership, all partners have

provided such letters.

~F acility Safety Audit. The County has completed a comprehensive safety audit for the

physical facility within 3 years prior to submission of a complete application, and the
current owner or operator has provided a copy of that audit, elong with a description of the |
status of nnplementmg its recommendations, to the proposed operator. A Safety |
Inspection Mamtenance and Quality Assurance Plan (SIMQAP) audit approved by the
appropnate County official shall satisfy this requirement. This finding shall be waived if a
current owner of a facility becomes the operator. '

Compliance With Existing Requirements. - The current operator is in compliance with all

requirements of the permit, including any requirements of a required safety audit, any

Notice of Violation, and any County ordinance, or the owner and proposed operator have

“entered into a written agreement with the Director that specifies an enforceable schedule

to come into compliance with such requirements.
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' g)

h)-

Compliance Plans. The current owner and proposed operator have updafed any existing,

approved Safety Inspection Maintenance and Quality Assurance Program, Emergency
Response Plan, Fire Protection Plan, and Oil Spill Contingency Plan, or equivalent
approved plans, with current emergency contact information pertaining to the new

operator. If any of these plans did not previously exist or was not approved, the current

.owner and proposed operator have prepared an acceptable plan and it has been approved

by the appropriate County official. The current owner and proposed operator have agreed °

" in writing to revise all plans required by the permit or any County ordinance, as necessary

to reflect the change of operator, and to do so with sufﬁcrent d111gence 10-obtain approval

of the revised plans by the appropnate County official Wlthm six months after assummg

operations.

Transitional Plan. The current owner or operator and proposed operator have submitted a

transitional plan that will ensure the proposed operator shall receive adequate training,
including by means of cross training by the current operator, where feasible, and shall
have a good workmg knowledge of the crucial compliance plans listed in Section 238-
10(2)(g) before assuming control of operations. The plan has been approved by the

Director. The Planmng Commission may exempt the clurrent owner and proposed operator

- from tl'us requrrement or portions thereof, for good cause.

)

: Emergency Response Plan Dnlls The proposed operator has adequately performed one or

more County approved emergency response plan drills necessary to respond to emergency_

episodes that may occur at the facility:

Operation Record. The owner and proposed operator have submitted a list of any other

facilities: the proposed operator owns or operates, and have submitted the proposed
operator’s accident endcompliance records for thie last 7 years for operating facilities, if
any, that are similar in nature to the facility subject to the permit. The records-demonstrate :
the proposed operator has the skills and training necessary to operate the permitted facility
in compliance with all applicable law. The accident and compliance records shall be
obtained from the agencies listed in Appendix A. If the proposed operator is a new
company or lacks a seven year operational record, the operator has demonstrated to the
County that the key personnel have sufficient experience and expertise to operate the
facility safely. o | ‘
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(3) Upon making the fmd'nigs listed in Section 25B-10(1) or (2), the Planning Commission shall
approve the change of owner or operator. The Planning Commission may impose additional
conditions on the permit in order to ensure that the new owner, operator, or other guarantor

. maintains any insurance or other financial giiarantees that were submitted to and relied on by

the Planning Commission as a basis to make any ﬁndirtg required by this Chapter.-adequate

Sec. 25B-11 . Administration and Fees. _ N
The Director shall administer the procedures estabhshed by this chapter. Any applicant shall be

assessed fees in an amount necessary to recover costs incurred by the County for processmg

apphcatlons for change of owner, operator, or guarantor required by this chapter. No application
to change owner, operator, or guarantor shall be processed unless the applicant has entered into

an Agreement for Payment of Processing Fees with the County and has prov1ded the requlred

deposxt to cover a portion of the case processmg fees.

Sec.25B-12. Appeals.
(1) Appeals to the Planning Commission.

a) V‘.The decision of the Director to approve or deny an application may be appealed to the
Planning Comnﬁsston by the applicant or any interested person adversely affected by such
“decision. The appeal, which shall be in writing,‘ and accempanying fee shall be filed with
the Planning and Development Department within ten (10) calendar days followmg the
date of the Dlrector s decision. ' |
b) The appellant shall state specifically in the appeal how 1) the Director’s decision is .
~ inconsistent with the provisions or purposes of this Chapter or 2) there was an error or
. abuse of discretion by the Director. —
c) Prior to the appeal hearing, the Planning and Development Department shall transmit to
the Planning Commission eopies of the application, including all attachments and related
| materials, and.a statement setting forth the reasons for the Director’s decision.
d) The Planning Commission hearing shall be de novo and the Commissiort shall affirm,
' Teverse, or modify the Director’s decision at a public hearing. Notice of the time and place :

of the hearing shall be g1ven in accordance with Santa Barbara County Code, Sectlon 35-
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326.2 (Notlcmg) or Sectlon 35-181.2, as appropnate Notice shall also be maﬂed to the
appellant.

(2) Appeals to the Board Of Supervisors.

a)

b)

d)

The decision of the Planning Commission to approve or deny an application may be
appealed to the Board of Supervisors by the applicant or any interested person adversely -
affected by such decision. The appeal‘ which shall be in writing, and accompanying fee
shall be filed with the Clerk of the Board of Supervisors within ten (10) calendar days
following the date of the Planning Commission's decision. _ _

The appellant shall state specifically in the appeal how 1) the Plaﬁning Commission’s
decision is inconsistent with the provisions or purposes of this Chapter or 2) there was an
error or abuse of dlSCI‘etIOD by the Planning Commission. |

Prior to the appeal heanng, the Clerk of the Board of Supemsors shall notify the Planning
Commission that an appeal has been filed. The Planning Commission shall then transmit
to-the Board of Supervisors copicé of the application, including all vattachments and related
materials, and a statemént of findings setting forth the reasons for the Planning
Commission’s decision. _
The Board of Supervisors hearing shall be de novo and the Board shall affirm, reverse, or
modify the Planning Commiséion’s decision ata public hearing. Notice of the time and
place of the hearing shall be givén in accordance with Santa Barbara County Code,

Section 35-326.2 (Noticing) or Section 35-181.2, as appropriate. Notice shall also be
mailed to the appellant.

Sec. 25B-13. Enforcement

(1) Civil Penalties. Any owner, operator, guarantor, or permittee who fails to comply with the

provisions of this chapter is subject to a civil penalty not to exceed twenty-five thousand

dollars per day of operation.

(2) Criminal Penalties. Any person, whether as principal, agent, employee or other;Nise,

violating any provisions of this chapter shall be gliil'ty', of an infraction, and upon conviction

thereof, shall be punishable by a fine not exceeding five hundred dollars for each violation.

An offense that would otherwise be an infraction may, at the discretion of the district

attorney, be filed as a misdemeanor. Upon conviction of a misdemeanor, punishnient shall be
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a fine of not less'than five hundred dollars nor more than twenty-five thousand dollars or
impr'isonfnent in the county jail for a period not to exceed six months or by both such fine
and imprisonment. Each and every day during any portion of which any violation of this
chapter is committed, continued or permitted by such person shall be deemed a separate and -

_ distinct offense. » ' _

| (3) Injunction. - Whenever, in the judgment of the Director, any person has engaged in, is
engaged in, or is about to engage in any act(sj or practice(s) which constitute or will
constitute a violation of the provisions of this chapter of the Santa Bérbara County Code, or
any rul_e, fe gulation, requirement, or 6ther order issued, promulgated, or executed thergunder,_
the district attorney or county counselv may make application to the Superior Court for an

order enjoining such acts or practices, or for an order directing compliance, and upon a

~ showing that such person has engaged m or is about to engage in any such acts or practices, a
permanént or temporary injunction, restraining order, or other order may be granted. In any
civil action brought pursuant to this chapter in which a temporary restraining order,

preliminary injunction, or p'ermanent' injunction is sought, it shall not be neéessary to allege
or prove at any stage 'of the proceeding that irreparable damage will occur should the

' teiﬁporary restraining order, preliminary injunction, or permanent injunction not be issued; or

that the legal remedies are inadequate.

(4) Cumulative Remedies and Penalties. The remedies or penalties provided by this chapter are
‘cumulative to each other and to the remedies or penalties avéilablg under all other laws of

this state.

Sec. 25B-14. Severability. 7
If any provision of this chapter is determined to be invalid by a court of competent jurisdiction,

the remaining provisions shall remain in full force and effect.

Appendix A. Source Agencies for Operator Accident and Compliance Records.
-Accident and compliance records shall be obtained from the following agencies, as applicable:

Federal Agencies
‘Environmental Protection Agency
D.O.T. Office of Pipeline Safety
Occupational Safety and Health
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\/Imerals Management Serv1ce
Coast Guard -
~ Amy Corps of Engineers
California Agencies
State Fire Marshall .
Cal OSHA
State Lands Commission :
Division of Oil, Gas, & Geothermal Resources
Dept. of Fish and Game Office of Spill Prevention and Response’
California Coastal Commission
Air Resources Board ‘
- Office of Environmental Health Hazard Assessment
Department of Toxic Substances Control '
State Water Resources Control Board
Agencies in Other States

If the facilities for which the records are obtained are located outside California, records K

shall be obtained from agencies that serve similar funct1ons to the above agencies, where
possible. .

Regional and Local Aoencles
Fire Department
Water quality monitoring agency
Air quality monitoring agency
Agencies responsible for enforcing land use and zoning regulatlons
Agencies responsible for enforcing safely regulatlons
Agencies responsible for oversight of hazardous or toxic materials
Aoenc1es responsxble for monitoring environmental pollutlon or contammatlon
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Impacts related to Hazardous Materials and Risk of Upset would only be related to maintenance and
construction activities and these maintenance activities would have a minor impact on risk due to the
potential for localized spills of hydraulic or diesel oils. Impact RISK.1, RISK.2, RISK.3 would not be
applicable and mitigation measures RISK.2-1 through RISK.2-7 would not be applicable. Impacts would
therefore be insignificant.

Construction activities related to valve stations, pump stations and some segments of the pipeline that
could be abandoned could potentially produce an increased risk of wildfires during construction, and
RISK.4 would still be applicable and mitigation measures RISK.4-1 through RISK.4-4 would still be
applicable. Impacts related to Impact RISK.4 and wildfires would therefore be significant but mitigable.

No Project, Existing Pipeline Restart Alternative

Under this alternative, the existing pipeline would be utilized instead of a new pipeline being installed,
and transportation of crude oil would occur through the existing pipeline. The existing pipeline would be
brought into compliance with existing requirements related to AB 864 and CSFM best available
technologies (BAT), including the installation of additional valves along the pipeline route. The Applicant
would have to apply to the CSFM for a waiver to utilize the existing pipeline since the existing pipeline is
subject to corrosion under insulation, which could affect the efficacy of cathodic protection systems.
Generally, a pipeline is not allowed to operate with ineffective cathodic protection systems. There is
uncertainty as to whether the Applicant could demonstrate to the CSFM that the pipeline could be
operated safely, and therefore this variation and the variation above (no Project, No Pipeline Alternative)
are both addressed.

Assuming that a CSFM waiver is granted, the Applicant would have to install additional valves along the
pipeline in order to comply with AB 864 and BAT requirements, similar to the proposed Project pipeline
design. The installation of these additional valves would require some construction activities and some
limited clearing at multiple locations along the pipeline ROW.

The existing pipeline is insulated, and therefore there would be no need for heaters at the Sisquoc Pump
Station or the installation of the gas pipeline.

The installation of valves would most likely be at locations similar to the proposed Project valve
installations as the pipeline would follow a similar ROW and similar terrain.

Hazards are associated with risks to the public from a spill and subsequent fire, as well as impacts from a
spill to the environment, impacts to schools and potential wildfire impacts. The existing pipeline is a larger
diameter pipeline, and therefore the draindown spill volumes would be larger than the proposed Project.
This results in potentially larger spills and larger fires, impacting more people, as well as larger spills to the
environment. In addition, the frequency of a spill from the existing pipeline would be higher due to its age
and the potential for the cathodic protection to be compromised by the insulation. These factors have
been incorporated into the analysis presented below.

Risks to Public Safety

Impact RISK.1 describes the potential spill sizes and the estimated frequency of spills from the pipeline
system and the potential for immediate (fires, etc.) health impacts on the public.

Crude Pipeline Spill Volumes

The spill volumes for this alternative were calculated based on the pipeline size, which would be larger
than the proposed Project, and the associated terrain for different segments of the pipeline. The Applicant
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provided a risk assessment for the proposed Project and this analysis was utilized to estimate the spill
volumes associated with a larger pipeline size. Figure 5.6-11 shows the estimated spill volumes along the
pipeline route for each segment as a worst case for that segment. The worst-case sized spill volume is
shown in Table 5.6-16 for the different portions of the crude oil pipeline alternative.

Crude Pipeline Spill Frequencies

Spill frequencies from a crude pipeline are based on the PHMSA failure rates for the California pipeline
database. The PHMSA base failure rate for crude oil pipelines is shown in Table 5.6-17. The spill
frequencies are adjusted for the pipeline potential higher failure rate due to the compromised cathodic
protection system and the potential for corrosion under the insulation issues. This correction is based on
the CSFM report (CSFM 1993) indicating a five times increase in failure frequencies for pipelines that are
not equipped with cathodic protection over the average failure rate. In addition, because the existing
pipeline is older, it could experience a higher failure rate due to age. However, the CSFM study indicated
a minimal increase in failure rate for pipelines that are less than 40 years old and the PHMSA database
used to estimate the base failure rate includes many older pipelines. Therefore, only the five times factor
was applied as an estimate of the increased failure rate for this pipeline.

Figure 5.6-11 No Project — Existing Pipeline Restart Alternative Spill Volume by Segment Milepost
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Source: based on Applicant QRA and EFRD 2019, with adjustments for the size of the existing pipeline.
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Table 5.6-16  No Project — Existing Pipeline Restart Alternative Crude Pipeline Worst Case Spill
Volumes
. Proposed Project - Maximum Alternative - Maximum Spill
Location

Spill Volume, gallons

Volume, gallons

LFC — Gaviota Plant 84,000 126,000
Gaviota — Sisquoc 131,040 284,594
Sisquoc - Pentland 198,030 657,893
Coastal Segments 117,600 237,344

Source: based on Applicant QRA and EFRD 2019, with modification to address spill duration of 60 minutes. Coastal segments include up to
valve station 2-500. Includes the installation of additional valve stations as per the proposed Project locations.

Table 5.6-17  No Project — Existing Pipeline Restart Alternative Crude Pipeline Spill Frequencies
. . Return Period, years
Location Spill Frequency rupture/leak/total

PHMSA California Crude oil base rate 1.62 per 1,000-mile years -
Adjustment due to Pipeline Condition 5.3 factor -
PHMSA Adjusted Rate 8.56 per 1,000-mile years -

Failure rate for L901R (49.2 miles) 0.43 failures per year 9/3/2 years

Failure Rate for L903R (74.1 miles) 0.63 failures per year 6/2/2 years

Failure Rate for L901R + L903R 1.07 failures per year 4/1/1 years

Source: based on Applicant QRA and EFRD 2019 with CSFM 1991 adjustment factor. PHMSA data since 2010. The return period is the
anticipated period between releases. Includes leaks and ruptures.

Crude Pipeline Population Densities

The population densities along the route are based on estimates for remote, rural, low density and high-
density areas with some additions for highways. The population densities are similar to those used for the
proposed Project except for the area through the City of Buellton, since the existing pipeline would pass
through the City of Buellton and the proposed Project would pass around the City of Buellton to the west.

Crude Pipeline Fires

In the event of a spill of oil and subsequent ignition resulting in a pool fire, the heat (i.e., thermal radiation)
from the fire could result in a serious injury or fatality. The assumptions for impacts would be the same
as for the proposed Project.

Gas Pipeline

The proposed gas pipeline would not be installed as part of this alternative since heaters at Sisquoc would
not be installed.

Alternative Pipeline: Public Safety Risk

The combination of scenario frequency and consequences is combined to estimate risk using FN curves.
FN curves are depictions of the risk levels of a project and show the frequency (F) of scenarios that could
produce a given fatality or injury level (N) or greater. These are presented for the proposed Project in
Impact RISK.1. Santa Barbara County has established risk thresholds that use societal risk profiles (FN
curves) to determine the significance of hazardous material releases. These FN curves address both injury
and fatality. The Santa Barbara County’s adopted thresholds are generally applicable to fixed facilities and
pipelines. The risk FN curves are shown in Figure 5.6-12 and are based on the FN curves developed as part
of the Plains 2019 QRA analysis, with adjustments for the existing pipeline (increased pipeline diameter
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and failure frequency). The FN curves would be located within the amber region, and the impacts to public
health due to pipeline releases would be significant and unavoidable.

Figure 5.6-12 No Project — Existing Pipeline Restart Alternative Pipeline Risk FN Curves
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Source: Plains 2019 with modifications

Risks to the Environment

A spill of crude oil from the pipeline could impact resources in the vicinity of the pipeline ROW. See Section
5.2 Biological Resources, Section 5.4 Cultural Resources and Section 5.9 Hydrology and Water Quality for
a discussion of the impacts of a crude oil spill on biological, hydrological and cultural resources along the
crude oil pipeline ROW.

Crude Pipeline Spill Volumes

The spill volumes are discussed above under Impact RISK.1. For the public health assessment under
Impact RISK.1, a worst-case spill shutdown time of 15 minutes was used due to the already conservative
analysis for fires and impacts to the public used in the QRA. However, for spills that could affect the
environment, a longer duration is used. As evidenced by the May 2015 Refugio spill, there is the potential
for a pipeline shutdown to take longer than 15 minutes.

Crude Pipeline SCADA System

The SCADA system used for the alternative would be the same as that used for the proposed Project since
the SCADA system would be required to be updated per CSFM and AB864 requirements.
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Proposed Project Pipeline: Spills Affecting Marine Resources

Portions of the pipeline extend along the Santa Barbara County coastline. A crude oil spill could drain from
the spill location through existing culverts or drainages and enter the marine environment. This is what
occurred during the May 2015 Refugio Beach spill. An estimated 43 percent of the oil entered the ocean
from the Refugio spill location, which was an estimated 750-foot pathway from the ocean shoreline.
Because the proposed pipeline is located onshore at various distances from the shoreline, a rupture at
different locations spilling the same amount of oil could allow for oil to enter the marine environment.
Assuming a linear function of oil being trapped and adsorbed onshore with distance, the maximum
amount of oil could enter the ocean where the pipeline is closest to the ocean and potential worst-case
spill volumes are large. An estimated maximum amount of 71,621 gallons of crude oil could enter the
ocean at the worst-case spill location. An estimated 11.8 miles of the 16.6-mile coastal portion (71
percent) of the pipeline would be vulnerable to spills entering the ocean if a spill were to occur along any
of those segments and the adsorption rate were similar to that which occurred during the Refugio spill.
This assumes that no rain event is occurring and that drainages are not flowing.

There are a number of variables affecting the amount of oil that could reach the ocean from an onshore
spill, including the terrain, the location of drainages under the freeway and the railroad tracks, the soil
type, and extent of rocky interfaces as well as the amount of moisture. During a rain event, when
drainages and creeks are flowing, a spill into the waterways could follow the flow and enter the marine
environment more readily. A spill under these conditions would also have more extensive terrestrial
impacts and reach the marine environment more readily but would also be subjected to turbulence and
mixing along the drainages.

For inland areas, the area with the largest potential impacts is along the Cuyama River. Based on the
elevation profile and the spill volumes, the maximum spill volume along the Cuyama River segments of
the pipeline (between proposed Project valve 3-800 and 5-400 nearest the Cuyama River) and using the
absorption rate as seen in the Refugio spill, a spill along the Cuyama River portion of the pipeline could
impact resources a distance as far as about 3,200 feet, which means that pipeline segments within about
3,200 feet of the Cuyama River could potentially impact the river in the event of a spill.

Potential Impacts

Depending on the location of the spill, the environmental conditions, and the biological resources present,
Impact RISK.2 short and long-term effects to biological resources associated with a crude oil spill has the
potential to be significant and unavoidable. Mitigation measures RISK.1-1 through RISK.1-7 would apply.
Due to the increased size and frequency of spills, this significant and unavoidable impact would be a
greater severity than that presented by the proposed Project.

Risks to Schools

For Impact RISK.3 (schools), the pipeline construction activities for the existing pipeline would only affect
areas near the proposed valve installations. The existing pipeline is located about 500 feet from the Oak
Valley School in western Buellton. In order to address the risk levels to this school, the California
Department of Education (CDE) school siting risk protocol was utilized to determine the risk levels.

The assessments demonstrated that the risk levels are acceptable under the CDE Risk Protocols with a
Total Individual Risk/Individual Risk Criteria (TIR/IRC) ratio of 0.29, with a 1.0 TIR/IRC ratio being the CDE
Protocol threshold. It is important to note that the CDE protocol examines the individual risk at the closest
school and does not examine the risks cumulatively along the entire pipeline route. Because the CDE
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SANTA BARBARA COUNTY

BOARD AGENDA LETTER Agenda Number:
Prepared on: 3/5/02
Department Name: Planning and Development
Department No.: 053
Agenda Date: 3/19/02
Placement: Departmental

Clerk of the Board of Supervisors Estimate Time: 3-4 hours
105 E. Anapamu Street, Suite 407 . A
Santa Barbara, CA 93101 Continued Item:  NO

(805) 568-2240 If Yes, date from:

TO: Board of Supervisors

FROM: John Patton, Director
Planning and Development Department

STAFF Doug Anthony, Energy Specialist, Energy Division, 568-2046

CONTACT: John Day, Planner, Energy Division, 568-2045

SUBJECT: Proposed amendment to the Santa Barbara County Code, adding Chapter
25B, Change of Owner, Operator, or Guarantor for Certain Oil and Gas
Facilities

Recommendations:
A. Conduct the first reading of recommended amendments to the Santa Barbara County

Code as follows:

1.  Adopt a new Chapter 25B, titled Change of Owner, Operator, or Guarantor for
Certain Oil and Gas Facilities, as recommended by the Planning Commission and
subsequently revised by staff (Exhibit A) and, in doing so, make the findings
included herein (Exhibit D);

2. Adopt amendments to sections of existing Chapter 24A, titled Administrative Fines
and Penalties, so that it is applicable to the new Chapter 25B (Exhibit B).

B. Continue this hearing to April 2, 2002, for purposes of conducting the second hearing for
the foregoing actions.

Alignment with Board Strategic Plan: The recommendation primarily aligns with Goal No. 2.
A Safe and Healthy Community in Which to Live, Work, and Visit.

Executive Summary and Discussion:
INTRODUCTION

The proposed ordinance, Change of Owner, Operator or Guarantor for Certain Oil and Gas
Facilities, is the first of several policy projects under development by the Energy Division that
are designed to keep pace with the changing status of oil and gas development within and
offshore Santa Barbara County. The proposed ordinance establishes regulations and provides a
roadmap for handling changes of owner, operator or guarantor. Over 22 such changes have
occurred in the past 8 years or are currently pending. The need for well-defined guidelines that
can be uniformly applied is apparent and is acknowledged by the oil industry.
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Other forthcoming projects include: a) Abandonment Policies and Ordinances, which were
initiated by the Planning Commission last fall and currently are undergoing environmental
review, and b) Financial Responsibility Ordinance, development of which will commence this
spring, with funding provided by outside grants and matching funds authorized by the Board of
Supervisors. The Abandonment and Financial Responsibility ordinances will have broader scope
than the proposed ordinance, as they pertain to all covered facilities, whether or not a change of
owner, guarantor, or operator is in progress. These two ordinances will complement the proposed
ordinance by setting out specific, substantive requirements for facility abandonment and for
financial guarantees to cover natural resource damage from accidents and oil spills.

APPLICABILITY

The proposed ordinance applies to onshore oil and gas processing plants, tank storage, pipelines,
and associated facilities in the County that support production from offshore oil and gas reserves.
These facilities, currently numbering 13, handle approximately 95% of the total oil and gas
production of the County, the remaining 5% being produced from onshore fields. The ordinance
also applies to any oil refineries that process oil originating either onshore or offshore. The Santa
Maria Asphalt Refinery is the only refinery currently operating in the County.

NEED

When a covered facility changes hands, the possibility arises that a new owner or operator may
be unable to pay the costs of an accident or oil spill, or that their assets are insufficient to comply
with all permit conditions. It is also possible that the new operator will not have the capability to
operate the facility safely. Furthermore, the new owner or operator may not fully understand the
permit conditions of the project or understand the current physical status of the facility, including
requirements to upgrade resulting from safety audits. Due to the complexity of the covered
facilities and the permits under which they operate, it is not a foregone conclusion that a new
owner or operator can comply satisfactorily with the permit requirements.

Although there is currently no ordinance specifically designed to regulate owner/operator
changes, permit transfers have been handled through the Zoning Ordinance, by utilizing
conditions that exist in some permits. Where this is possible, the Director of Planning and
Development and the Planning Commission have been able to oversee the owner and operator
changes, and in some cases impose additional permit conditions, such as conditions stipulating
financial guarantees. However, County review of owner and operator changes is not uniform,
and not always possible, because permit conditions vary from permit to permit.

Some County permits and development plans for facilities covered under the proposed ordinance
contain specific requirements or procedures for permitting of new owners and operators. Some
permits include a provision that requires a permitting action if the project description changes.
These provisions have formed the basis for permitting many changes of owner or operator. Older
permits, such as the one held by Venoco, Inc. for the Ellwood Marine Terminal, do not contain
such a provisions.

Where allowable under an existing permit, the Energy Division has processed owner/operator
changes as permit revisions or substantial conformity determinations under the Zoning
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Ordinance. The Zoning Ordinance, however, does not offer guidance regarding process or
substantive findings for evaluating the transfer of permits from one owner or operator to another.
The Energy Division has examined owner and operator changes on a case-by-case basis. The key
issues that have been considered in these evaluations are a) that new owners and operators accept
the permit, b) that new operators have the experience and expertise needed for safe operation,
and c) that adequate financial guarantees for accidents and abandonment have been provided.
These same issues are at the core of the proposed ordinance.

Thus, the currently available process and planning tools are not well suited to the task of
transferring permits and vary from case to case. Oversight of handling such changes is spotty and
the permit transfer process is inconsistent. The proposed ordinance aims to establish a fair and
uniform process that applies to all covered facilities.

The past decade has witnessed changes in ownership of offshore-related oil and gas projects in
Santa Barbara County. Offshore producers and related onshore facilities were, until recent years,
owned and operated by major, vertically integrated oil companies, with substantial assets. A
trend has emerged in which the major companies divest themselves of offshore leases, as the oil
fields enter mature stages of development. The first generation of operators finds these mature
fields, with their declining production, to be less profitable than investments elsewhere, though
there may be potential for many more years of operation at reduced production rates. A second
generation of operators views Santa Barbara offshore operations and their existing onshore
support facilities as attractive investments. Second generation independents now operating in
Santa Barbara include Nuevo Energy Company and Venoco, Inc. Some of the new companies
lack the vast array of financial assets and may also lack the range of technical resources of the
first generation. It would be a mistake to equate size and safety, as examples can be found of
majors with poor safety records and of independents with good safety records.

There has been an evolution in business practices that effectively limit exposure or evade
liability. Firms may opt for non-integrated, compartmentalized business structures, form limited
liability companies, shelter assets overseas, minimize retained earnings to position the firm for
bankruptcy, etc. The liabilities associated with oil spills and environmental contamination are
large, and it is important to look closely at changes in owner or operator that could result in
liability avoidance.

REGULATION BY OTHER AGENCIES

The proposed ordinance applies only to facilities within the County’s jurisdiction, i.e., onshore
facilities. Changes of owner, operator and guarantor for these facilities are not regulated by state
or federal agencies. The proposed ordinance parallels, and does not duplicate, similar state and
federal rules which apply to oil and gas facilities in state and federal waters.

The Minerals Management Service (MMS) regulates changes of lessees, operators, and
guarantors for oil and gas facilities on leases in federal waters, beginning three miles offshore.
The California State Lands Commission (SLC) plays a comparable role for facilities on State
Tidelands, the zone between the shore and federal waters. SLC works in conjunction with the
Department of Fish and Game’s Office of Spill Prevention and Response (OSPR), which
requires financial assurances to cover liability for oil spills into marine waters. OSPR does not
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preclude the County from requiring financial assurances for coastal facilities, nor does it address
financial assurances for onshore oil spills and other types of accidents at facilities covered under
the proposed ordinance.

The following table shows the regulatory practices of MMS and SLC for offshore facilities,
compared to the process framed in the proposed ordinance and also to the permit approval
process for the Point Arguello and Ellwood facility sales. The two cases illustrate the lack of
consistency in current practice, owing largely to differences in permits. For further background,
see Sections 5.3-5.4 of the attached staff report (Exhibit ).
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Comparison of Proposed Change of Owner or Operator Ordinance Requirements with

Practices of State and Federal Agencies and Handling of Recent Energy Division Cases

Page 5

Minerals Management

State Lands Comm.

Recent cases processed in Energy Division

Point Arguello Project

Ellwood Facilities

Proposed Ordinance

Change of Owner/Lessee [1]

Change of owner &
operator. FDP

revision. Denied by
P/C. Approved 3/00
on appeal to Board.

Change of owner &
operator. Done as
ministerial change.
Permit does not
require SCD or FDP
revision.

Most recent SIMQAP
audit results and status

Pre-sale facility audit Yes Yes No No of implementation
must be disclosed to
new owner.

. - Yes, based on pre-
Joint & several liability Yes Yes Yes Yes existing permit
(owners) .

conditions
Approval required. Approval required.

Non-managing partners | Must be listed on Must be listed on Listed on permit. No (N/A?) MUSt apply angl be
listed on permit

lease. [2] lease.

Guarantor (approval of Marine Terminal only

amount and method) Yes Yes Yes (under FROG [3]). Yes

Change of Operator
Most recent SIMQAP

Pre-change facility Required in some auQit results anq status

. Yes No No of implementation

audit cases. .
must be disclosed to
new operator.

Joint & several liability Yes, Yes Yes Yes Yes

(operator)

Cross training Yes [4] No [5] Not required, but did Not required, but did Yes, where feasible

occur. occur.

Pr_e-change emergency Yes [4] No [5] Not required, but did No Yes

drills occur.

Check safety & Yes — 5 years Yes — as available Included in staff report No Yes

compliance records

Change of either Owner or Operator

Applicability

OCS, state waters
seaward of coastline &
certain inland. Worst
case spill >1000 bbl.

Marine waters of state
(tidally influenced).

Point Arguello Project

Ellwood Marine
Terminal, onshore
processing facilities.

Onshore facilities in
unincorporated S.B.
1. facilities that
support offshore
oil/gas industry
2. refineries

Financial responsibility
-- oil spill

Provided by lessee,
operator, or 3" party.
Up to $150 million,
depending on worst
case spill potential.

Provided by lessee,
operator, or 3" party.
OSPR administers.
Up to $300 million,
depending on worst
case spill potential.

$260 million general
liability insurance
provided by operator.

$250 million for
marine terminal
required by FROG.
No coverage for
onshore processing
facilities.

Yes, as required by
permits or laws. May
add permit conditions
to assure adequate
guarantees. [6]

Financial responsibility
-- abandonment

Lessees provide
“supplemental bonds.”
Amount discretionary,
based on projected
cost, operator safety &
compliance track
record, and financial
soundness.

Lessees provide
“structure bonds” &
“performance bonds.”
Amount discretionary,
based on projected
cost, operator safety &
compliance track
record, and financial
soundness.

Bond to be required
immediately following
permanent shut down
of the facilities.

No bond required.

Yes, as required by
permits or laws. [6]

1. Note that sale of an offshore lease (i.e., full change of lessee) always involves a change of operator.

2. Record title interest owners are jointly and severally liable and must be listed on the permit. Companies with an “operating right interest” in a
lease and that are not jointly and severally liable are not necessarily listed on the lease.

3. S. B. County Code, Chapter 25A, Evidence of Financial Responsibility to Clean Up Oil Spills (Guidelines).

4. MMS requires facility inspections, cross training of new operator with departing operator, and rigorous drills prior to a change of operator.
Drills include full facility shut down and restart to demonstrate operator competence.

5. SLC inspects facilities regularly and is on site monthly or more frequently monitoring operation. However, they have no special drills or cross
training requirements in connection with change of operator.

6. Some permits contain conditions requiring financial responsibility or abandonment bonds. The proposed ordinance allows permit conditions to be
added in certain cases to ensure adequate financial responsibility. The proposed ordinance also looks forward to future adoption of financial
responsibility and abandonment ordinances that will specify procedures and standards.
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WHAT THE PROPOSED ORDINANCE ACCOMPLISHES

Change of Owner

The proposed ordinance provides a consistent process for review and approval of permit
transfers for ownership changes. This process may take place either before or after a facility sale
or other change of owner has occurred. The former owner remains responsible under the permit
until the new owner is approved.

New owners must submit an application, be listed on the permit, and meet several, basic,
ownership-related requirements, which vary for different classes of ownership change.
Approval of a full change of owner or managing partner requires five findings, as follows
[Appendix A, Sec. 25B-9.1]:

1. Fees and Exactions. All outstanding County fees and exactions have been paid.

2. Financial Guarantees. All insurance, bonds or guarantees required by the permit or
ordinance will remain in effect following the ownership change.

3. Acceptance of Permit. The proposed owner has provided written acceptance of all
conditions and requirements of the permit.

4. Facility Safety Audit. Results of the most recent safety audit, along with a description of the
status of implementing its recommendations, have been disclosed to the new owner.

5. Compliance With Existing Requirements. As of the date of application completeness, the
owner is in compliance with the permit and County ordinances, or the owner and proposed
owner have agreed to a schedule to come into compliance.

For a merger or change of business organization, the first three findings are required. If an
existing partner becomes managing partner, only Acceptance of Permit is required. For a change
of non-managing partner (who is not a guarantor), only application and listing on the permit are
required. [See Appendix A, Sec. 25B-9.1 to 9.4]

Change of Operator
The proposed ordinance requires approval of proposed new facility operators before they take
over operations.

The ordinance requires update of required compliance plans, an approved operator transition
plan, safety drills of the proposed new operator, and review of the proposed operator’s skills,
training, and demonstrated ability to comply with applicable law and permit obligations. The
provisions provide a mechanism for screening out an unqualified new operator and are within the
capabilities of the County to put into practice.

Change of Guarantor

A change of guarantor, like a change of owner, may be reviewed either before or after the change
occurs. The former guarantor remains liable under the permit until the new guarantor is
approved.
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Consistent Process

The proposed ordinance is intended to establish a consistent process for review of changes of
owner, operator, and guarantor. It gives objective criteria to determine whether a case will be
reviewed by the Director or be heard by the Planning Commission and stipulates specific
findings for approval of different categories of owner/operator change. It provides a road map to
planners, decision-makers, permit holders and the public, resulting in a more clearly defined and
predictable process than currently exists.

Financial Assurances for Accidents and Facility Abandonment

The proposed ordinance requires that financial guarantees be maintained as required by permit or
any later enacted County ordinance. It does not give specific requirements for the guarantees, but
rather, provides a framework that calls on other ordinances and permit conditions to spell out the
detailed requirements. It will be complemented by the future Financial Responsibility and
Abandonment ordinances. The proposed ordinance also holds former owners and operators liable
for abandonment if the owner or operator is financially incapable to abandon a facility properly
after final shut-down.

Facility Compliance and Disclosure

Pursuant to existing County requirements, all facilities covered under the proposed ordinance are
subject to annual facility audits under the County’s Safety, Inspection, Maintenance, Quality
Assurance Program (SIMQAP). All facilities have received at least one SIMQAP audit. For
approval of either a change of owner or operator, the results of the most recent audit must be
disclosed to the new company. Any deficiencies or violations must have been corrected or an
enforceable schedule to correct them has been agreed to. These provisions will help ensure that
incoming owners and operators acknowledge and give high priority to remedying any preexisting
physical facility problems.

WHAT THE PROPOSED ORDINANCE DOES NOT DO

» The proposed ordinance does not interfere with transfers of private property or control who
may become an owner. A permit transfer can be denied only if the new owner (or managing
partner of a partnership) refuses to accept the obligations of the permit or fails to meet a
small number of well-defined criteria, which vary for different types of permit transfer. (See
Change of Owner, above.)

» The ordinance does not duplicate regulations of the MMS, SLC, or other agencies. It applies
to onshore facilities within the County’s jurisdiction, paralleling MMS and SLC regulations
for offshore facilities.

» The proposed ordinance does not establish new requirements for financial assurances. The
proposed ordinance only requires conformance with existing permit requirements and
ordinances. The development of specific standards and requirements in future Abandonment
and Financial Responsibility ordinances will occur in a public process.

BRIEF OVERVIEW OF KEY PROVISIONS

The Planning Commission recommended by a 4-1 vote that the proposed ordinance go forward
to the Board. However, because oil industry and business organizations expressed strong
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opposition to several provisions, the Planning Commission encouraged staff to pursue further
dialog with industry, aimed at finding ways to address its concerns. In late 2001, the Energy
Division and County Counsel initiated discussions with a group of industry representatives
assembled by Western States Petroleum Association. A series of five meetings followed. Several
revisions have been made to the proposed ordinance, rendering it more workable in practice,
while retaining its key substantive provisions. Staff also met with the Environmental Coalition
prior to this Board hearing to review the revisions. The meeting resulted in further improvement
and clarification to the proposed ordinance.

The following sections describe the key elements of the ordinance as currently proposed
(Appendix A). The required findings of approval for different classes of permit transfer are
summarized in a table on page 9.

General Requirements

The proposed ordinance requires County approval of all permit transfers for changes of owner,
operator or guarantor of covered facilities. Cases involving changes of operator are directed to
the Planning Commission, while changes of owner or guarantor are decided upon by the Director
of the Department of Planning and Development.

New owners (except non-managing part-owners) and operators must provide written acceptance
of the permit. All owners, operators and guarantors must be listed on the permit. For most
changes of owner or operator, all outstanding fees and exactions owed to the County must be
paid. Processing fees for permit transfers must be paid by the applicant. The proposed ordinance
provides that if the owner or operator is financially unable to properly abandon a facility
following shutdown, previous owners or operators may be held liable. The proposed ordinance
supercedes the Zoning Ordinance with regard to permit transfers for covered facilities.
Provisions for appeals and enforcement are similar to the Zoning Ordinance.

Under the proposed ordinance, an owner, operator, or a third party may serve as guarantor. New
guarantors must demonstrate any financial guarantees (including financial capability for facility
abandonment) that are required by any permit or ordinance. The detailed requirements for
financial assurances remain to be spelled out in the forthcoming Abandonment and Financial
Responsibility ordinances. Because the required financial guarantees may be provided by either
an owner, operator or third-party guarantor, findings stating that adequate guarantees have been
provided appear in several separate sections of the ordinance. Permit conditions may be added to
ensure that financial guarantees are not weakened as a consequence of the permit transfer.

Change of Owner

An application to transfer the permit must be submitted within 30 days following a change of
owner for a covered facility. The previous owner remains responsible for compliance with the
permit until the new owner is approved. Beyond the general requirements described above, two
additional provisions apply in cases of full change of owner or managing partner of a facility.
These provisions relate to obligations associated with either ownership or operation of facilities,
as follows:
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a) The audit report of the most recent County-conducted safety audit of the physical facilities
and the current status of remedying any deficiencies must be disclosed to the new owner.

b) The facility must either be in full compliance with permit requirements and ordinances, or
the previous and new owners have an enforceable agreement with the County to achieve
compliance.

These two provisions do not apply in the case of mergers or changes of business organization,
because in such cases there is at least partial continuity of ownership. Expedited processing, with
minimal requirements, is provided for change of a part-owner that is not a guarantor and for
change of managing partner where there is no change of partnership composition.

Change of Guarantor

An application for change of guarantor must be submitted within 30 days following a change of
guarantor. The previous guarantor remains responsible for financial guarantees until the new
guarantor is approved. Only the general requirements described above apply.

Change of Operator

The proposed ordinance requires advance approval by the County prior to a change of operator.
For operator approval, four safety-related requirements must be satisfied, in addition to the
requirements for change of owner listed above. They are as follows:

a) County-approved, safety-related compliance plans must be updated with current emergency
contact information prior to the operator change, and all compliance plans must be revised as
needed to reflect the operator change within six months.

b) A transitional plan must be prepared to assure the proposed operator receives adequate
training and has a good working knowledge of the emergency plans. In practice, the amount
of detailed information contained in the transition plan will depend on the complexity of a
facility. As for scope, the plan must encompass sufficient information and outline proposed
training to adequately address regulatory compliance and operational procedures for the safe
operation of the facility, including process review, mechanical description and operating
conditions for start-up, operations, and operational deviations or upsets.

c) The proposed operator must have performed adequately on County emergency response
drills. More than one drill may be required, if necessary to assure that the operator is
prepared to respond to different types of emergency scenario, or to test training of different
shifts. The drills should proceed in a timely fashion, insofar as feasible, so as not to delay
unnecessarily the change of operator.

d) The proposed operator has the necessary skills and training to operate the facility in
compliance with all laws and has demonstrated the ability to comply with the applicable
safety-related compliance plans.
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Summary of Findings Required for Approval of Permit Transfer for Different Types of Change

Planning
Commission’s
Jurisdiction

Director’s Jurisdiction

Change of
Operator

Change of Owner
or Managing
Partner

Merger or change
of business
organization
(owner/ operator)

Managing
Partner
Interchange

Change of
Non-Managing
Partner (owner)

Change of
Guarantor

Substitution of
Temporary
Operator

Written Permit
Acceptance
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v
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not required

v

Financial
Guarantees

v
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Fees and
Exactions

Safety Audit
Disclosure

Compliance with
Existing Regs.
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Compliance Plan
Update

Transition Plan

Emergency
Response Drills

Operator
Capability
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REVISIONS SINCE THE PLANNING COMMISSION HEARING SEPTEMBER 17, 2001

REVISIONS
The changes incorporated in the proposed ordinance (Exhibit A) are as follows.

1.

Moved change of owner to the Director’s jurisdiction.  [25B-8, 25B-9, 25B-10]

Beginning with early drafts of the proposed ordinance, full changes of ownership or managing partner,
as well as changes of operator, were placed under the Planning Commission jurisdiction. A few types of
ownership changes, including mergers, change of managing partner, and change of business
organization, were placed under the Director’s jurisdiction. The dividing line between Director-level
and Planning Commission cases seemed rather awkward and arbitrary.

As the ordinance evolved, it became apparent that the level of discretion required for approval of a
change of owner is more suited for a Director-level decision, appealable to the Planning Commission.
Findings required to approve changes of ownership, while discretionary, are fairly cut-and-dried. The
five findings for a full change of owner or managing partner are as follows:

1. Fees and exactions have been paid.

2. Financial Guarantees are in place.

3. New owner has agreed to accept the permit.

4. Facility safety audit and status of its implementation have been disclosed to new owner.

5. Owner is in compliance with ordinances and permits, or has agreed on a schedule to come into
compliance.

This is in contrast to changes of operator, for which the findings require greater discretion, and which
warrant public hearings, due to public safety concerns.

Hence, the ordinance sections relating to application processing, Director findings, and Planning
Commission findings were reorganized in the present draft so that all ownership changes would be
handled by the Director and all operator changes heard by the Planning Commission.

Facility Safety Audit finding changed. [25B-9.1.d, 25B-10.1.d]

The previous draft ordinance required that the County complete a safety audit within three years prior to
the application to change owner or operator, and that the audit results be disclosed to the new owner or
operator, along with a disclosure of the status of implementation of audit recommendations. This put
industry in the position of having to complete an audit, the timing of which is determined by the County,
and over which the owner or operator has little control. Because the requirement was unworkable as
written, the three year requirement was deleted in the proposed ordinance. The disclosure requirement
was retained.

At present, the Systems Safety and Reliability Review Committee (SSRRC) oversees audits over all
covered facilities, and all have had at least one audit. It is incumbent on the County to continue holding
regular audits.
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3.

Compliance with Existing Requirements finding changed. [25B-9.1.e, 25B-10.1.€]

For both owner and operator changes, this finding requires the current owner or operator to be in
compliance with all County ordinances and permit requirements, or to have signed an agreement with
the new owner or operator and the Director for a schedule to come into compliance. Industry argues that
the County has enforcement authority at all times, and can issue notices of violation at any time.
Applications for changes of owner or operator typically occur after the purchaser has examined the state
of the facilities and a facility sale is in progress or is complete. If, at that point in time, additional
violations occur and the County makes the permit transfer contingent on their resolution, that may
terminate or greatly complicate the sale.

An alternative, suggested by industry, is to stop the clock at the time the application is submitted, so that
violations occurring after that point need not be resolved as a condition for permit transfer. This in no
way limits other enforcement options open to the County, which range from notices and fines to shut-
down orders. However, this proposal does give industry some assurance that an application for change
of owner or operator will not trigger new issues of non-compliance, potentially jeopardizing a sale.

Staff partially agrees with this reasoning. The intent of this provision is to hold the owner and operator
accountable for non-compliance of which they are, or should be aware based on information available to
them. It is not the intent to use an application for change of owner or operator as a trigger to conduct a
special, pre-sale audit for the specific purpose of compiling a new list of violations. Acknowledging
industry’s concerns over these issues, a clause was added to require compliance as of the date the
application is found to be complete and ready for processing.

Compliance Plans finding deleted for change of owner. [25B-9.1]

In the previous draft of the ordinance, compliance plan updates were required for approval of permit
transfer for either owner or operator. Staff has concluded that the compliance plan requirement is
appropriate for change of operator, but not change of owner. The purpose of requiring plan updates
before permit approval is to make sure the emergency contact information for operators is current. Such
an update is not needed for owner changes, because owners are not emergency respondents. In fact, if an
owner were to appear as an emergency respondent on a compliance plan, that would be evidence that
they were acting as operator, subject to operator permitting requirements. For these reasons, Compliance
Plans was deleted from the change of owner findings.

Compliance Plans finding revised for change of operator. [25B-10.1.1]

The previous draft required that if any of the four principal, safety-related compliance plans were not
approved for a facility, that an acceptable plan must be prepared and approved prior to approval of a
new operator. Examination by staff of existing compliance plans, and discussions with the Office of
Emergency Services and industry, turned up difficulties with this provision. It is typical for many of the
plans to be in a state of revision, often requiring many months of discussions with the County under the
auspices of the Systems Safety and Reliability Review Committee (SSRRC). It is only the final,
approved plans, those that are actually in use, that should be updated. More substantive plan revisions
(or new plans, if needed) can be proposed by an operator or required by the County at any time, and
approved through the established mechanisms of the SSRRC. But such revisions take time, and it would
be a poor idea to force such revisions into the time-frame of an operator change. Therefore, the
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requirements for new plans and approval have been deleted, leaving the requirements for plan updates
intact.

6. Operation Record finding replaced with Operator Capability finding.
[25B-10.1.i, deleted Appendix A of the proposed ordinance]

The Operation Record finding of the previous draft required evaluation of the operator’s accident and
compliance record for the past seven years to establish that the operator has the skills and training
necessary operate the facility. For a new company that lacks such a track record, the operator would
have to demonstrate that key personnel have the experience and expertise to operate the facility safely.
The intention of this provision has always been to provide a mechanism for the County to deny a permit
transfer to an operator, if that operator presented a real, documented, substantial threat to the public or
environment.

The language of the new Operator Capability finding in the proposed ordinance is broader than the
previous Operation Record finding. The proposed operator must be found to have the skills, training,
and resources necessary to operate the permitted facility in compliance with the permit and all
applicable laws and have demonstrated the ability to comply with the compliance plans. To make this
finding, the Director may require records of compliance and major incidents. Thus, the review of a
proposed operator could consider track record, experience and expertise, criminal convictions, and any
other information germane to assessing the capabilities of a proposed operator. The revised language is
similar to that of the temporary operator provision [25B-9.6.c].

7. Enforcement section amended to provide for administrative fines and penalties. [25B-13]

Although the civil and criminal penalties of the proposed ordinance are essentially the same as those of
the Zoning Ordinance, industry has expressed serious misgivings about them. Civil penalties of up to
$25,000 per day are possible, though a judge would be unlikely to assess such high penalties except for
the most egregious, repeat violations. A more likely scenario than the excessive, unreasonable fine
scenario is that staff would be hesitant to bring relatively small violations to the District Attorney for
prosecution. Consequently, there may effectively be no means to force compliance until a violation
escalates into a major problem.

Under the Zoning Ordinance, an alternative means to assess fines for minor violations exists through
application of Chapter 24A of the County Code, Administrative Fines and Penalties. This chapter
allows the Director to assess fines of up to $500 per day for infractions. The ability to apply Chapter
24 A under the proposed ordinance would provide an appropriate scale of fines for minor violations.
Therefore, the enforcement section has been amended in the proposed ordinance to provide for
utilization of Administrative Fines and Penalties.

Chapter 24A also must be amended to reference the proposed Change of Owner ordinance. The
proposed revisions to Chapter 24A to accomplish this are included herewith in Attachment B.

CLARIFICATIONS; HOUSEKEEPING CHANGES
Several additional, comparatively minor changes were also made in the proposed ordinance, as follows:

Definition of Operator. [25B-3] The definition was augmented for greater clarity. The intention is that any
company, including owners or third parties, that performs management functions for a facility must be
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approved and listed as an operator. Thus, an owner that acts as an operator, as determined by the facts, would
be required to seek approval as an operator.

Application Contents. [25B-6.6] Deleted the unnecessary requirement for an applicant to provide a business
plan. Also made “housekeeping” changes for consistency with changes in other sections.

Abandonment finding. [25B-9, 25B-10] Deleted the abandonment findings throughout.

As was decided prior to the Planning Commission hearing, standards and regulations for facility
abandonment are not included in the proposed ordinance, but will be established through the forthcoming
abandonment policies and ordinance. The abandonment finding in the previous draft, as approved by the
Planning Commission, required applicants to provide demonstration of any financial guarantees required by
law or permit. However, this function is already served by the Financial Guarantees finding, which is written
broadly enough to encompass abandonment guarantees, as well as financial assurances for oil spills and
natural resource damages. Hence, the Abandonment finding was redundant and has been deleted.

Existing partner becomes managing partner. [25B-9.3] Added a special category of change of ownership.
Staff agreed with industry that where an facility owner is a partnership, and the managing partner rotates
from within the existing group of partners, then to require approval as a full change of ownership would be
unnecessary. In the proposed ordinance, only an application and acceptance of permit are required in this
special case. To prevent a company from entering a partnership as a non-managing partner (under the fast-
track application for non-managing partners) and immediately thereafter becoming the managing partner
(thereby circumventing a full change of owner application), this new provision may only be used if the
applicant partner has been in the partnership at least one year.

Financial Guarantees finding. [25B-9.1.b, 25B-9.2.b, 25B-9.6.a, 25B-10.1.b]

Reworded the finding for clarity. Financial guarantees are provided by the guarantor(s), which may be an
owner, operator, or third party. Any change of guarantor is processed under [25B-9.5], separate from any
changes of owner or operator. The Financial Guarantees finding included in the sections on change of owner
and operator provide an additional check, to make sure that all financial guarantees are reviewed and will
remain valid following the owner or operator change. In the previous draft, the wording of the Financial
Guarantees finding is the same in the sections on change of owner and operator as it is in the change of
guarantor section. This has led to some confusion, as it appeared duplicate financial guarantees might be
required for change of owner, operator, and guarantor. The revised wording makes clear that additional
guarantees are not needed for change of owner or operator, providing that the guarantees supplied by the
guarantor remain in force after the new owner or operator is approved.

Acceptance of Permit finding. [25B-9.1.c, 25B-9.2.c, 25B-10.1.c]

Reworded for internal consistency. It was agreed prior to the Planning Commission hearing on September 17
that part-interest owners who were not managing partners would not be required to submit written
acceptance of the permit. The findings were reworded accordingly.

Mandates and Service Levels: The proposed ordinance is not a mandated program, but rather a response to
federal and state laws and decisions to lease tracts offshore Santa Barbara County to the oil industry for the
purpose of developing oil and gas reserves. Such leasing decisions have placed a legislative burden on
adjacent local jurisdictions to adopt rules for processing and monitoring permits for the onshore
infrastructure necessary to support offshore oil and gas development. The proposed ordinance codifies a cost
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reimbursable process to handle transfers of such permits from one owner, operator, or guarantor to another in
a consistent and comprehensive manner.

Fiscal and Facilities Impacts: Development of the proposed ordinance has been funded from outside grants,
with $5,000 match provided by the County (program 5080, projects PCHG, PCH2, and PCH). The proposed
ordinance establishes reimbursing mechanisms for costs incurred in implementing the ordinance. The
ordinance does not affect any County facilities.

Special Instructions: Clerk of the Board will provide all required public noticing and posting.
Concurrence: County Counsel

Exhibits:

Proposed Ordinance Adding Chapter 25B to the County Code

Proposed Ordinance Revising Chapter 24A (Administrative Fines and Penalties)
Marked up copy of Proposed Chapter 25B, reflecting staff-recommended revisions to Planning
Commission’s recommended ordinance

Board of Supervisors’ Findings for Adoption of Proposed Ordinance

Planning Commission Action Letters, dated August 6, 2001 and September 17, 2001
Written public testimony for Planning Commission Hearing, September 17, 2001
Memorandum to the Planning Commission, dated September 7, 2001

Written public testimony for Planning Commission Hearing, August 1, 2001

Staff Report to the Planning Commission, dated July 19, 2001
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SANTA BARBARA COUNTY PLANNING COMMISSION
Staff Report for Change of Owner, Operator or
Guarantor for Certain Oil and Gas Facilities

Hearing Date: August 1, 2001 Supervisorial District: All
Staff Report Date: July 19, 2001 Staff:  John Day, Doug Anthony
Case No.: 01-ORD-0000-00006 Phone #: 568-2045, 568-2046

Environmental Document: exempt

APPLICANT: Santa Barbara County

1.0 REQUEST

Conduct a public hearing on a proposed ordinance to recommend to the Board of Supervisors to
establish uniform requirements and procedures to deal with changes of owner, operator or
guarantor for onshore oil and gas facilities that support offshore oil and gas development and oil
refineries.

2.0 RECOMMENDATION AND PROCEDURES:

Staff recommends that your Commission recommend to the Board of Supervisors that it adopt
the proposed ordinance Change of Owner, Operator or Guarantor for Certain Oil and Gas
Facilities, to set forth requirements, procedures and processes, and findings for the transfer of
permits from one party to another for a specified class of development. Such transfers apply to
changes in ownership, operator, or third-party guarantor.

Your Commission's motion should include the following:

(A) The Planning Commission has held a duly noticed public hearing on the proposed
amendment to the Santa Barbara County Code, at which this amendments was explained
and comments invited from the persons in attendance.

(B) In conclusion, the Santa Barbara County Planning Commission recommends that the
Board of Supervisors amend the Santa Barbara County Code to add Chapter 25B,
Change of Owner, Operator or Guarantor for Certain Oil and Gas Facilities, included
herein as Attachment A and, in so doing, make the draft findings included herein as
Attachment B.

The actions recommended today consist of Planning Commission recommendations to the Board
of Supervisors to adopt a new chapter to the Santa Barbara County Code. Whichever action the
Planning Commission decides to take on these recommendations will be transmitted to the Board
of Supervisors and the Board will consider those recommendations in a duly noticed public
hearing. In considering the Planning Commission’s recommendations, the Board may adopt the
new ordinance as submitted by the Planning Commission or a modified version thereof.
Conversely, the Board may choose not to adopt the ordinance, either declining further
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consideration at this time or deferring the ordinance back to the Planning Commission with
specific direction for further consideration. If the Planning Commission declines to recommend
adoption of the ordinance, the Board of Supervisors may uphold that recommendation, or reverse
it by adopting the ordinance.

3.0 JURISDICTION

The California Constitution, Article XI, §7 confers on cities and counties the power to “make and
enforce within [their] limits all local police, sanitary and other ordinances and regulation not in
conflict with general laws. Regulation of land use is a manifestation of these local police
powers.! The County’s local zoning ordinances set forth land use regulations that include
procedures, processes, required findings, and standards for approval or disapproval of
discretionary and ministerial permits for development. This proposed ordinance sets forth
requirements, procedures and processes, and required findings for the transfer of such
discretionary and ministerial permits, from one party to another, that have previously received the
County’s approval for a specified class of development. Such transfers apply to changes in
ownership, operator, or third-party guarantor.

The Planning Commission considers this proposed ordinance as part of the general authority
delegated to it by the Board of Supervisors to conduct public hearings and make
recommendations with regard to land-use policy and regulation, including consideration of new
ordinances.

4.0 ISSUE SUMMARY

Santa Barbara County is a focus of oil and gas development. Among other things, it has
permitted several facilities that support development of oil and gas reserves offshore.? Recent
years have witnessed new trends in the ownership and operations of these facilities, as described
in section 5.1.2. This ordinance is the first of three policy projects under development by the
County that, in part, address these evolving trends. Those three policy projects include:

» Change of Owner, Operator, and Guarantor Ordinance, which is before the Planning
Commission today.

» Abandonment Policies and Ordinances, which were initiated by the Planning Commission
last fall and currently are undergoing environmental review.

» Financial Responsibility Ordinance, for which the Board of Supervisors has authorized
funding with its development anticipated to commence next spring.

The oil and gas facilities covered by the proposed Change of Owner, Operator, and Guarantor
Ordinance stand apart from most other permitted facilities in the County, in that they have the

L Curtin, Daniel. Curtin’s California Land Use and Planning Law. 1999. Page 1.
2 1n 1999, for example, 84% of all oil and 90% of all gas produced from the Pacific Outer Continental Shelf Region
was landed in Santa Barbara County for handling.



Change of owner/operator, case #: 01-ORD-00000-00006
Page 3

potential for serious accidents and oil spills that could endanger the public, property, and
environment. Development plans and conditional use permits for these facilities are conditioned
to require safe operation and mitigation of environmental impacts. However, subsequent owners
and operators may in some cases be less technically and financially capable than the original
operators, or unwilling to comply with permits and regulations. Therefore, the County must
exercise sufficient regulatory oversight of permit transfers to ensure that risks do not increase and
permit compliance does not deteriorate when facilities change hands.

The County currently has no ordinance specifically formulated to regulate owner/operator
changes. Most but not all permits and development plans contain some provision that require a
permitting action if the project description changes, and such provisions have been the basis for
many change of owner/operator permit actions. The Energy Division has processed these changes
as permit revisions or substantial conformity determinations within the generic procedural
framework of the Zoning Ordinance. The Zoning Ordinance, however, does not give adequate or
definite guidance for evaluating and permitting owner or operator changes. To fill the gap, the
Energy Division has evolved some basic internal principles, based on the Division’s experience
over the past eight years. Current practice for owner/operator change includes the following
minimum requirements:

a) written commitment from the applicant to accept the permit including all its conditions,

b) written commitment and financial assurance for proper facility abandonment and land
restoration at project completion,

c) c¢) demonstration of adequate financial responsibility for operations, required mitigations, and
clean-up costs for potential oil spills, and

d) d) evidence of operator experience and expertise.

These practices are codified in the proposed ordinance, and form its central core.

Some issues have not resolved into practice. One case in point involves the specific criteria for
determining whether an owner/operator change should be handled by the Director or heard by the
Planning Commission. Which approval path to take is currently a gray area, partly because the
Zoning Ordinance provisions that cover permit revisions, amendments, and substantial
conformity determinations do not specifically address the major concerns about owner/operator
change, such as financial responsibility and the risks that may come with a new operator. The
proposed ordinance gives clear guidance on which approval path to take for any owner/operator
change. Several new requirements are instituted in the proposed ordinance. These include
accurate and truthful identification and naming on the permit of all owners, operators, and
guarantors for a facility, and disclosure of facility condition to new owners.

The proposed ordinance deals with the following major substantive issues relating to change of
owner, operator, or third-party guarantor:

> ldentification of all owners, operators, and guarantors, and listing on permit.
» Acceptance of permit by owners and operators.
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Responsibility for facility abandonment.

Financial responsibility for accidents and oil spills.

Facility safety audit status; disclosure of audit report to new owners.
Compliance of facility with permit and ordinances.

Updating of emergency plans.

Transitional plan for change of operator.

New operator’s experience, safe operating record.

New operator’s knowledge of safety plans and emergency procedures.

YVVVYVYVYVY

5.0 PROJECT INFORMATION

5.1 Setting
5.1.1 Facilities

The proposed ordinance pertains to onshore oil and gas processing plants and pipelines in the
County that support production from offshore reserves. These facilities currently produce about
95% of the total oil and gas production under the County’s jurisdiction, the remaining 5% being
produced by onshore wells.® Currently operating offshore-related onshore facilities include the
following (together with any related pipelines, pump stations, and other associated facilities):

Ellwood storage and processing facilities, including the marine terminal (\Venoco)
Ellwood Line 96 pipeline (Mobil Pacific Pipeline Co.)

Las Flores Canyon oil processing and stripping gas treatment facility (Exxon Mobil Corp.)
Las Flores Canyon gas processing plant (Pacific Offshore Pipeline Company)

Molino Gas Project (Benton)

Gaviota processing facility (Point Arguello partners)

Gaviota Terminal (Gaviota Terminal Company)

All American Pipeline

Lompoc Oil and Gas Plant (Torch/Nuevo)

Sisquoc and Unocap/Pedernales pipelines (Tosco)

VVVVVVVYVVYY

The ordinance also pertains to any oil refineries that process oil originating either onshore or
offshore . The Santa Maria Asphalt Refinery (Greka) is the only refinery currently operating in
the County.

5.1.2 Ownership trends

The first generation of operators for oil and gas leases on the Outer Continental Shelf (OCS) and
their related onshore facilities were major, vertically integrated oil companies (e.g., Exxon,

Chevron, Texaco, and Unocal). Although company mergers, acquisitions and sales have featured
prominently throughout the oil industry’s history, Santa Barbara’s offshore producers and related

% Based on data from 1999 Annual Report of the State Oil and Gas Supervisor
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onshore facilities have until recent years remained in the hands of the majors. The large amounts
of capital and technical expertise required to successfully develop offshore leases precluded
participation by independents and small operators.

A trend has emerged recently in which the major companies seek to divest themselves of
offshore leases and related onshore infrastructure, as the fields enter mature stages of
development. Decreasing production yields and the need for secondary and tertiary means of
enhanced oil recovery reduces profits below those achievable in other regions or in foreign
countries.

A second generation of operators views Santa Barbara offshore operations and their existing
onshore support facilities as profitable investments, though they appear relatively unprofitable to
the majors. This second generation includes independent firms such as Nuevo Energy Company,
Torch Operating Company, and Venoco, Inc. As noted in a recent study that addressed the
industrial history of petroleum extraction in and offshore Santa Barbara County:

“The business goals of these firms fit with the supply conditions of the area. They
aimed to acquire existing producing properties and develop them using advanced
recovery methods such as horizontal drilling and steam-assisted gravity drainage
processes (SAGDs) to pull more crude oil out of the fields in an environment of
steady or rising demand. As exploration and production companies neither
refining nor distributing their own crude, they were especially subject to
fluctuations in prices. While exploratory drilling in the area ceased entirely in
1995 for the first time since World War 11, development activity was vigorous. The
intensely competitive nature of this side of the business placed a premium on lease
acquisition and the capacizy to exploit existing reserves.”

These second generation companies are relatively young and lack the vast array of financial
assets and technical resources of the first generation. The success of their investment in local
fields and supporting facilities depends on their ability to produce, process, and transport oil and
gas at lower costs. Nevertheless, it would be a mistake to equate size and safety; examples can be
found of majors with poor safety records, and of independents with good safety records.

A second shift towards more complicated ownership structures and new forms of business
organization is also taking place, which potentially shields owners from liability. Gaviota
Terminal offers an example. Gaviota Terminal is owned by Gaviota Terminal Company (GTC), a
partnership of five entities, that include subsidiaries of four corporations and one limited liability
company (LLC). GTC leases the facility to Point Arguello Terminal Company (PATC), a
partnership consisting of eight companies that have interests in the Point Arguello Project (or
their subsidiaries). The facility is currently operated by Equilon Pipeline Company, LLC, the
managing partner of GTC. Equilon Pipeline Company, LLC, is a subsidiary of Equilon
Enterprises, LLC, which is a joint venture between Shell and Texaco. The County addressed this

4 Nevarez, Leonard, et. al. Petroleum Extraction in Santa Barbara County, California: An Industrial History.
(1998: Camarillo, CA, Minerals Management Service.) Page 3.2.42.
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complex ownership by requiring all partners of GTC were required to be listed on the permit,
demonstrate financial responsibility by means of insurance, and accept joint and several liability.

In other cases, ownership has changed hands, and while the new owner takes over the function of
operator, the corporation of the former operator is retained as the permitted operator. An example
is Pacific Offshore Pipeline Company (POPCO) that operated the gas processing plant at Las
Flores Canyon. The facilities are now owned by Exxon Mobil Corp. and operated by
ExxonMobil Production Company. The new owner has kept POPCO as a legally functioning
corporation that remains permitted operator, though it no longer actually operates the facilities.

A third type of change involves the formation of limited liability companies and limited
partnerships. Examples include All American Pipeline, L.P. and Equilon Pipeline Company,
LLC. These forms of organization may provide greater protection of the owners’ assets than is
provided by setting up corporate subsidiaries, which are also widely utilized.

5.2 Project Description

The purpose of this proposed ordinance is to establish requirements, processes, and findings for
the transfer of permits when the owner, operator, or guarantor of the foregoing facilities changes.
The proposed ordinance (Attachment A) is designed to fill a gap in existing regulations,
providing a uniform mechanism for permit transfer that ensures the important issues are
adequately addressed.

While the proposed ordinance has its roots in the Energy Division’s experience, it also draws
from the experience and practices of the Minerals Management Service (MMS) and State Lands
Commission (SLC), which regulate offshore oil and gas operations. MMS and SLC face many of
the same issues for change of owner/operator of offshore oil and gas projects that the County
faces for the onshore facilities. Their proven practices, where relevant, have helped shape the
proposed ordinance.

The functioning of the proposed ordinance is very straightforward: Any company that owns,
operates, or provides financial guarantees for a facility must be named on the permit
[825B-4(1)]. Any change of the parties named on the permit requires a permit transfer, and
transfer of a permit requires application and approval [§25B-4(3)]. Since a facility cannot legally
operate without a permit, any change of an owner, operator, or guarantor requires a permit
transfer, following the specified procedures.

All owners, operators, lessees, and guarantors are identified through a reporting requirement
[825B-6(1)]. Any changes require submission of an application [§25B-6(3-5)]. Owner/operator
changes that can be handled by the Director of Planning and Development (Director) and those
that must be heard by the Planning Commission follow separate approval paths [§25B-8]. The
branching is accomplished by means of simple, objective criteria. The intention is to direct
routine, generally administrative owner/operator changes to the Director, while bringing the more
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substantive cases with potential for safety or environmental impacts or controversy to the
Planning Commission for public hearing.

Merger (owner or operator)
Change form of business organization (owner or

Director

Temporary operator — ]
P y op Review

Change of non-managing partner (owner)
Other changes not under P/C jurisdiction

Full ownership change Planning

Change of managing partner of owner Commission

Change of operator (including any partner) Review

Applications handled by the Director may be approved, based on a short list of appropriate
findings [8§25B-9]. There are also separate lists of findings tailored for particular cases: change of
guarantor, change of non-managing partner, and temporary operator.

Applications destined for the Planning Commission must satisfy one list of findings for owner
change and a second list for operator change [825B-10]. In all cases appeal may be made,
following procedures patterned after the Zoning Ordinance. Enforcement of the Chapter is also
fashioned after the Zoning Ordinance.

5.3 Owner/Operator Changes: Recent history and County practice

At least 22 changes of owner or operator have taken place since 1993 for the 12 facilities listed
above (85.1.1). Permit revisions for several of these changes are not yet settled, pending adoption
of the proposed ordinance. The changes are a diverse assortment, involving sales or mergers that
affect ownership, operator, partnership composition, parent companies, form of business
organization, etc. (See Attachment B for a detailed outline of recent owner/operator changes.)
For simplicity, the changes can be grouped into four categories: facility sales, change of
operator, change of parent company, and other change of ownership.

5.3.1 Facility sales

The conceptually clearest type of owner/operator change is the sale of a facility from one
company to another. In such cases, both the owner and operator are replaced, unambiguously, by
new a new owner and operator. An example is the sale of the Ellwood facilities from Mobil to
Venoco in 1997. Some facility sales involve a change of ownership control, but are not full
ownership changes. An example is the sale of Chevron’s share of the Point Arguello Project to
Arguello, Inc. Since 1993, there have been 4 full facility sales and 5 major, but partial, ownership
changes. (There have also been 4 sales that were presented to the County as changes of parent
company, but are more accurately described as full facility sales. These cases will be discussed in
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another section.) The Venoco and Arguello examples are described below to illustrate the range
of issues that arise for facility sales.

The Ellwood case involved the sale of Platform Holly and the Ellwood onshore facilities from a
major owner/operator to a small independent, both of which are corporations. The onshore
facilities consist of the Marine Terminal, an oil and gas processing plant, storage tanks, and
pipelines. These facilities had previously been permitted to Arco under County Ordinance 2919.
Mobil purchased them in 1993 and sold them (except for the Line 96 onshore pipeline) to
Venoco in 1997. The permit does not have any special provisions for approving a new owner or
operator, or a mechanism to ensure the new owner has adequate financial resources or that the
new operator is capable of operating safely. Therefore, neither the 1993 nor 1997 change of
owner/operator required any permitting action. However, the Financial Responsibility Ordinance
(FROG) (County Code, Chapter 25A) does require a demonstration of financial responsibility for
the marine terminal portion of the facilities. Venoco satisfied the requirement with $250 million
of insurance, obtained prior to the permit transfer. Permit transfer to Venoco was handled by as
an administrative change by the Energy Division, without a public hearing.

Following Venoco’s purchase of the facilities, a hydrogen sulfide release prompted closer
monitoring by the County. Many safety issues were discovered, which may have predated the
sale. Venoco has since corrected, at considerable expense, most of the facility deficiencies
identified in County-conducted audits.

The Chevron to Arguello Inc. case illustrates a far more complex situation. The Point Arguello
facilities were originally permitted to Chevron. Subsequent to approval of the CDP, the County
learned that the project was owned by the Point Arguello Partners, for which Chevron was the
managing partner. The ownership arrangement is complicated. The project is divided into three
operating entities, each a partnership of eight partners and each with a partially differing
partnership composition. Point Arguello Partners includes all the partners that constitute these
three partnerships. Chevron applied to transfer the permit to Arguello, Inc., a subsidiary that was
formed by Plains Resources (a large independent) expressly for the purpose of managing the
Point Arguello Project. Plains/Arguello, Inc. applied to replace Chevron as permittee, with
contract operating services to be provided by Torch Operating Company.

The Chevron to Arguello Inc. permit change was brought before the Planning Commission,
based on a condition of the development plan (Condition A-7) requiring a substantial conformity
determination (SCD) or a new or modified permit for any change of the project description,
including changes of owner or operator. Conditions similar to this are found in some but not all
development plans for oil and gas facilities. Based on the significance of the proposed changes,
the development plan was taken before the Planning Commission. Operator safety, financial
responsibility for potential oil spills, and future facility abandonment were all major concerns.
The proposal of Torch as operator, was highly controversial in the aftermath of Torch’s 1997
Point Pedernales oil spill. The Planning Commission denied the development plan revisions, due
to financial responsibility and operator safety issues. The revisions were approved in 2000 on
appeal to the Board of Supervisors, following the addition of several new conditions, including
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the following: a) Plains/Arguello Inc. to demonstrate $260 million in liability insurance, b) all
partners and operators to accept liability, c) explicit listing on the permit of all owners, managing
partner, and operators, d) limitation of Torch role to non-management functions, ) Chevron to
remain on permit for joint abandonment liability.

The Chevron sale consisted of a partial change of ownership and change of managing partner, in
contrast to the VVenoco sale, which involved a full ownership change. Such changes usually raise
questions of financial responsibility, abandonment responsibility, liability, update of certain
facility compliance plans, and owner acceptance of permits and plans. Where a change of
operator accompanies the change of owner, as is typically the case, operator expertise and safety
are matters of concern. Accurate characterization of facility ownership and operator may also be
a significant issue, as it was for the Point Arguello Project. In current practice, full changes of
ownership, changes of managing partner, and changes of operator are analyzed with respect to
these issues and brought before the Planning Commission, except where permit conditions do not
require a permit revision or SCD for changes of owner or operator.

5.3.2 Change of operator

As discussed above, a change of operator may occur in connection with a full or partial change in
facility ownership. Two other kinds of operator change have recently occurred in the County:
First is a change of operator without a change of owner. This has occurred twice since 1993.
Second, is a de facto change of operator that takes place following the purchase of an
owner/operator by a new parent company; this has occurred 4 times.

The pending application for change of operator of the Gaviota Terminal is an example of the first
kind. Equilon Pipeline Company, LLC is managing partner for the Gaviota Terminal Company
(GTC) partnership that owns the facility. Equilon Pipeline Company, LLC, and Equilon
Enterprises, LLC, are listed on the permit as operator. Equilon plans to turn the operations over
to Arguello, Inc., subsidiary of Plains Resources, with contract operating services to be provided
by Torch. As Plains/Arguello, Inc. currently operates the Point Arguello facilities, which are
interconnected with Gaviota Terminal facilities, the change makes good practical sense.

Many of the same issues that come up for facility sales also apply in this case, including financial
responsibility, liability, updating of emergency plans, identification of all parties and naming
them on the permit, and operator safety. New permit conditions addressing these issues have
been under discussion for over a year. When the remaining issues are resolved, the permit
revisions could be approved by the Director or brought before the Planning Commission.

Cases of de facto change of operator include Tosco’s two pipelines, Greka’s Santa Maria Asphalt
Refinery (SMAR), and Pacific Offshore Pipeline Company (POPCQO). The POPCO example
shows how de facto change of operator can happen. POPCO, which operated the Las Flores Gas
Plant, was bought by Exxon, owner of the adjacent LFC oil processing facilities. Shortly
thereafter, Exxon merged with Mobil. POPCO remains an active, legal corporation, as a
subsidiary of Exxon Mobil Corporation. Exxon Mobil maintains that POPCO continues to
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operate the Gas Plant, but ExxonMobil Production Co. is the actual operator in fact, responsible
for managing the operations and most business functions for POPCO.

This and the similar cases more closely resemble full changes of owner and operator than they do
parent company changes. However, the permit does not reflect the change of operator, and the
normal review process for operator change, including the new operator’s acceptance of permit
conditions, has been bypassed. At least part of the reason this is possible is that some permits
lack clear language defining the operator and do not give explicit procedures for permit transfer.
In such cases, identification of the actual operator is a basic issue for effective permitting and is
the basis for establishing liability, financial responsibility, operator safety, permit enforcement

and other issues.

5.3.3 Change of parent company

Changes of the parent company of an owner or operator may occur through sales or acquisitions
of subsidiaries, mergers, or changes in the form of business organization. Two such cases have
occurred since 1993. Permit action is not generally warranted, and is beyond the County’s
purview, in connection with changes of parent companies, providing that the owner and operator
of the facility do not change, and guarantees for abandonment and financial responsibility are
unaffected. For example, Goodyear Tire and Rubber Co. sold its subsidiary All American
Pipeline Company to Plains Resources, Inc. No permitting action was required, since the pipeline
owner and operator did not change.

5.3.4 Other ownership changes

A variety of other types of change of the facility owner or operator can and do occur, either alone
or in combination with facility sales, operator change, or parent company change. At least 5 such
cases have occurred recently. Examples include the following:

Exxon = Exxon Mobil

Corp. 1999 merger of corporations

AAPL > AAPL, L.P. 1998 | operator converted from corporation to limited partnership
GTC/ Oryx + Kerr-McGee 1999 = merger of a non-managing partner of owner

GTC - PATC lease 1997 = GTC partnership leased the terminal to PATC partnership

This catch-all category includes mergers, changes in form of business organization, changes of
non-managing partners, and miscellaneous other changes. Change of a financial guarantor also
fits into this category. What these examples have in common is that they do not involve
replacement of the operator or a discontinuity in ownership. In a sense they somewhat less
substantive and more administrative than full ownership changes, changes of managing partners,

or operator changes.

5.3.5 County practices




Change of owner/operator, case #: 01-ORD-00000-00006
Page 11

Of the owner and operator changes listed in Attachment C, in seven of the cases no permitting
action was taken, such as a substantial conformity determination (SCD) or amendment. In two of
these, the County was not informed of the change, and in the other five, there was no basis in the
permit to require any action. Six cases are currently pending, and will most likely be processed
under the proposed ordinance, if approved. Of the nine cases that have been resolved, eight were
brought to the Planning Commission and one was handled as an SCD within the Energy
Division.

Currently, the principal grounds for the County to require approval of owner or operator changes
is a condition in most permits that requires an SCD in the event of a change of the project
description, including any associated plans and environmental documents. An SCD is required
because change of owner or operator constitutes a change of project description. In most cases, to
approve an SCD, the Energy Division has required additional permit conditions aimed to assure
that the new owner/operator provides adequate financial guarantees for potential accidents and
spills and future facility abandonment, and that any new operator is capable of operating safely.
Conditions specifically requiring approval of owner/operator changes have been added to several
permits in recent years, but for most facilities the condition requiring approval of changes in
project description remains the basis for the change of owner/operator approval process.

In all these cases, the same basic concerns come up repeatedly: acceptance of the permit by new
parties, financial responsibility, abandonment responsibility, and operator safety. Other issues,
such as identification and listing of non-managing partners on the permit, have arisen as
secondary issues.

5.4 Regulatory Practices Elsewhere

5.4.1 Minerals Management Service practices for owner/operator change

The Minerals Management Service (MMS) has well defined procedures for change of
owner/operator of offshore platforms in relation to both operational safety and financial
responsibility.

The approval of a new operator is based on a system of ongoing audits, which include Focused
Facility Inspections (FFI) in addition to annual inspections and unannounced partial inspections.
The FFI is a new type of in-depth inspection by a multidisciplinary team. FFIs go beyond
appraising maintenance, mechanical systems, etc., in that they study training, operating
procedures, and examine whether the management style is conducive to safe operation. MMS
indicates FFIs are useful in the context of change of operator, as they document what needs
correction and also form a baseline against which to compare a new operator’s performance and
management approach. Prior to a change of operator, the current operator must remedy any
identified facility deficiencies or agree to a schedule for correcting them.

The MMS procedure for approving a new operator is as follows:
a) companies submit a transition plan;
b) MMS audits facilities and requires repairs based on audit findings;
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c) cross training between old and new crew for three weeks to three months, depending on
facility complexity;

d) testing of new crew’s competence, including emergency drills, oil spill response, fire
shelter, and total emergency platform shutdown, followed by restart. Bringing a platform
back up is a long, involved procedure that must be done gradually and carefully, and proper
execution demonstrates full understanding of the system.

Before final approval, the new operator must certify that it belongs to an oil spill cooperative, and
that it has the capability to respond to a worst case oil spill.

MMS requires three types of financial guarantee for offshore oil and gas development, all of
which come up in connection with owner and operator changes. They are general bonds for
fulfillment of lease terms, supplemental bonds to cover estimated costs of abandonment, and oil
spill financial responsibility (OSFR) coverage of up to $150 million. A fifteen-step procedure is
followed, that assures the following:

a) asingle company provides acceptable guarantees of OSFR,;

b) authorized signatories are designated,;

c) general and supplemental bonds are received;

d) operator’s financial condition is reviewed,;

e) all companies involved in ownership and operation are jointly and severally liable for oil
spill clean-up and damages.

In evaluating new operators, MMS employs a criterion of five years of demonstrated safe
offshore operation. This means they have a good record, both financially and operationally.
MMS increases the amount of security bonds for companies with poor records, because they
represent high risks. New operators must show that they are sensitive to regulations and can
operate in a heavily regulated environment. MMS has, on rare occasions, refused requests to
change operator.

5.4.2 State Lands Commission practices
The State Lands Commission (SLC) considers both safety and financial responsibility in
evaluating applications for change of owner/operator of oil and gas facilities in State waters.

SLC investigates the applicant’s performance history, considering their track record of
operations, safety, and financial responsibility. If the new lessee or operator is an unknown
quantity, SLC reviews past experience outside of California, looking at such concerns as
delinquencies on royalty payments, safety record, and reputation in the industry.

Safety audits were recently added to the lease transfer process. Prior to a transfer, SLC conducts
a safety audit that is thorough, but does not involve safety drills. The assignor must correct any
facility deficiencies, or, alternatively, the assignee may correct the deficiencies as a condition of
the lease through agreement of all parties, including the SLC. The SLC also verifies that requisite
contingency plans exist for the facility, including contingency plans for hydrogen sulfide release,
oil spill, etc.
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The SLC requires “structure bonds” to guarantee proper facility abandonment and performance
bonds to assure payment of royalties. They do not require financial responsibility for oil spill
clean-up and damage, as that is under the jurisdiction of the Department of Fish and Game’s
Office of Oil Spill Prevention and Response (OSPR), which requires each facility owner and
operator to obtain a Certificate of Financial Responsibility (CFR). OSPR requires proposed new
responsible parties to qualify for and obtain a CFR. Principal financial responsibility resides with
the lessees, not the operator. Assignment of the lease to a new lessee does not usually release the
present lessee from liability, however, they may put up a bond to cover their responsibility.

Following investigation of the company’s finances, SLC evaluates the overall picture, including
operating history and safety, and determines the amount of financial security required. The worse
the record, the higher the bond. There are no formulas or explicit criteria for determining the
amount.

6.0 PROJECT ANALYSIS

6.1 Applications and processing

The proposed ordinance is intended to cover all sales, mergers, changes of form of business
organization, partnership composition, co-owners, operators, and guarantors. It is not intended to
cover: a) changes in percentage share of ownership (providing they do not entail addition or
removal of owners or affect financial guarantees), b) parent company changes (providing they are
at arm’s length and do not involve changes in control of facility ownership or operator functions,
or affect financial guarantees), and c) company name changes.

One important function of the proposed ordinance is to provide a roadmap for processing
applications, for the benefit of County staff, the oil and gas industry, and the public. It does so by
providing a clear framework for applications and timing [§25B-6] and specific criteria to
determine how an application will be processed [825B-8]. This process for change of
owner/operator supercedes the provisions of the Zoning Ordinance previously utilized by the
Energy Division for such cases [825B-5].

In the proposed ordinance, applications for changes of owner or guarantor must be submitted
within 30 days following a change, after which the County has 30 days to deem the application
complete or to issue an incompleteness letter. Although it might seem desirable to require owners
and guarantors to obtain County approval prior to a change, this is unworkable. Mergers and
acquisitions can take place in corporate board rooms far away from Santa Barbara without prior
approval from the County. The 30-day cycle of application and completeness determination is
consistent with the County practice for CDP applications. The purpose of the 30 day cycle is to
move the process along expeditiously. It is to the County's benefit, as well as the owner’s, for a
new owner to be listed on the permit and to have formally accepted the permit conditions as soon
as possible. The previous owner or guarantor remains liable under the permit until the new owner
or guarantor is approved.
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Changes of operator, on the other hand, must be approved prior to an operator taking the charge
of the controls. This is important to ensure the prospective new operator has a good working
knowledge of the facility safety plans and procedures, and that the County has reviewed its safety
record and found it satisfactory. (Mergers or changes of business organization of the operator that
do not affect facility personnel or operations have the same 30 day application period as for
changes of owner.) For similar reasons the Minerals Management Service and the State Lands
Commission require approval of applications for change of operator of offshore facilities prior to
the change of operator. Approval by these agencies requires extensive reviews of operator
competence, facility condition, and financial responsibility.

6.2 Identifying and listing owners and operators

The proposed ordinance requires all owners and operators to be listed on the permit as permitees;
guarantors must be listed with their responsibilities as guarantor identified [825B-4(1)].
Furthermore, all owners and operators are required to accept the permit conditions [825B-4(2)].
This may represent a change for some facilities. In the past, some permits have been in the name
of the owner and others in the name of the operator. In two recent cases, the County required all
partners of the facility owner to be listed on the permit, in addition to the managing partner and
operator. The purpose is to is to provide assurance that they can be held responsible in case
financial guarantees fail or are inadequate, and the named owner and operator disappear or go
bankrupt.

Under §25B-6, there are three classes of owners, operators, and guarantors: “Existing” denotes
those accurately represented on the permit at the time of ordinance adoption; “pending” denotes
those not accurately named on permit at time of ordinance adoption (regardless of whether they
have submitted an application); and “new” applies to companies will undergo a change of owner,
operator, or guarantor anytime after ordinance adoption. Existing companies will be required to
supply the required information, and the permit will simply be updated if necessary. Pending
cases will be processed according to the ordinance, with any submitted application taken as at
least a partial application.

6.3 Approval route

The approval process in the proposed ordinance is structured around a two-way branching of
cases, between the Director and the Planning Commission [§25B-8]. The intention is to divide
the applications so that primarily administrative cases, such as partial ownership changes,
mergers, financial responsibility, etc. are handled by the Director, while more substantive cases
such as full change of ownership or operator are directed to the Planning Commission, as most
such cases have been directed in the past. The criteria in the bifurcation are objective, in that they
depend only on the type of change. This makes it possible to determine the approval route
without the need for a prior in-depth analysis. We anticipate that most cases that involve
substantial issues or that could raise public concerns will follow the Planning Commission route.
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The findings required, as well as the approval route, are predetermined by the type of change.
This approach provides clear guidance for handling applications. It will expedite permit transfers
for minor ownership changes, while requiring owner/operator changes with potentially
problematic issues to undergo much closer and more comprehensive examination and a public
hearing.

6.4 Appeals and enforcement

The appeals section of the proposed ordinance is adapted directly from the County Zoning
Ordinance, and the provisions are substantially the same. Decisions of the Director may be
appealed to the Planning Commission by applicants or interested parties. Planning Commission
decisions may be appealed to the Board.

The enforcement section is taken from the County Code, Chapter 25A (financial responsibility
for marine terminals), and closely resembles the Zoning Ordinance enforcement section. The
County’s remedies include civil penalties, criminal penalties, and injunction. In preliminary
workshops, industry representatives have objected to the inclusion of provisions for civil
penalties up to $25,000 per day and possible criminal penalties, contending that these provisions
are inappropriate for an ordinance that it views as largely administrative.

The answer is that minor infractions, such as forgetting to submit an information update, would
not warrant the maximum penalty, and in many cases no penalty would be assessed. It has not
been the Energy Division’s practice to assess large penalties for minor violations under the
Zoning Ordinance, nor would that be the practice here. However, there could be instances of
violations of this ordinance that would demand progressively harsher civil penalties for serious
violations that endanger public safety or threaten the environment. An example would be a
transfer of operations to an unqualified operator without approval by the County. Even criminal
penalties might be appropriate for flagrant, willful, repeat violations. Such penalties may only be
sought by the District Attorney’s Office. The enforcement authority in the ordinance is
essentially the same as that under which changes of owner/operator are currently approved. This
ordinance is not a departure from the current enforcement regulations or practice.

6.5 Rationale for findings; Director’s findings

As shown in the table that follows, the proposed ordinance requires different sets of findings for
different categories of application. Applications under the Director’s jurisdiction do not involve
full changes of ownership or operator (except temporary operator). Continuity of facility
ownership and management persists during and following such changes. For instance, following
a merger, some of the people, expertise, and culture of the former company carry over to the new
entity. For this reason, the findings pertaining to facility condition and operator safety that are
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required for the more substantive cases under Planning Commission jurisdiction are not required
as Director’s findings. The sets of findings for each category of application under the Director’s
jurisdiction are outlined below.

Findings required for change of owner or operator in proposed ordinance

Findings made by: Director Planning Commission
Type of change: change of non- temporary full change oflowner change of
" change of guarantor| change of owner or managing
Finding managing partner operator partner operator
Acceptance of Permit
Financial Guarantees
Fees and Exactions
Abandonment
Facility Safety Audit
Compliance With Existing Requirements
Compliance Plans
Transitional Plan
Emergency Response Plan Drills
Operation Record operator capability

Acceptance of Permit. All new owners and operators are required to certify that they accept the
permit. This finding is the cornerstone of the approval process. It assures that owners and
operators have read and agree to the permit(s), and it affirms their legal obligation to implement
and abide by the permit conditions. It also serves to alert prospective new owners and operators
to the County’s safety and environmental requirements, which may differ from those they are
familiar with in other regions.

Financial Guarantees. Owners, operators, and guarantors are required under the proposed
ordinance to provide any financial guarantees required by any permits and current or future
ordinances. Sections 25B-9(5) and 25B-10(3) allow for the addition of further permit conditions
to adjust the amount of financial responsibility, should the current amount be inadequate under
the circumstances at the time of the change of owner. The finding does not specify who must
provide the financial guarantees, only that they must be provided.

Securing adequate guarantees of financial responsibility for permitted facilities has figured
prominently in changes of ownership during the past decade. Several facilities provide insurance
or bonds in excess of $100 million. The main concern is to assure compensation for clean-up and
damages for potential future accidents and oil spills. Because onshore oil spills costing in the tens
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of millions to over $100 million can and do happen, securing adequate and enforceable
guarantees is a critical element of the proposed ordinance. The importance of securing sound
guarantees is closely linked to the observed trends described above (85.1.2), namely, the entrance
of smaller independents into the field and the introduction of more sophisticated devices to shield
oil company assets. Industry representatives have voiced no opposition to this finding in public
workshops.

Financial responsibility is an issue that relates to all facilities, not just those that happen to go
through a change owner or operator. Specific detailed requirements, standards, and guidelines for
financial responsibility need to apply across-the-board. The proposed ordinance will continue for
the time being the present practice, which consists of case by case evaluation to determine, first,
what is an adequate level of financial guarantees for the facility, and second, what types of
guarantee are acceptable. This process is informed by past practice in the Energy Division, the
practices of the MMS and California’s Office of Oil Spill Prevention and Response, and the
recommendations of County Counsel and Risk Management. If, in the future, an ordinance
addressing financial responsibility for all facilities is adopted, then the specific detailed
requirements will be codified at that time.

Fees and Exactions. This finding simply requires that the facility’s accounts with the County be
square before an application is approved.

Abandonment. The abandonment finding does not address the detailed requirements for future
facility abandonment or financial guarantees relating to abandonment. It only requires that the
owners, operators, and guarantors demonstrate that they have demonstrated the financial
capability, through financial guarantees, to comply with applicable permits, and federal, state,
and local laws concerning abandonment.

Like financial responsibility, abandonment of facilities is an important issue for the County.
There is a possibility that following closure of a facility the owners will be without adequate
resources for complete abandonment, site decontamination, and restoration. However, like
financial responsibility, abandonment is an issue that applies across-the-board to all facilities. For
that reason the detailed requirements, standards, and procedures are not placed in this ordinance,
but will be squarely addressed in the proposed abandonment ordinance, which is under
development. There is a clear nexus between abandonment responsibility and change of owner,
and also between assessment of site contamination and change of owner. However, the detailed
requirements are more appropriately and strategically located in a separate ordinance, where they
will apply to all facilities.

6.5.2 Change of guarantor

Approval of a guarantor that is not an owner or operator requires only two findings: financial
responsibility and abandonment. The permit acceptance and fees and exactions findings are not
needed for guarantors for the following reasons. Guarantors are tied to the permit by virtue of
providing a guarantee to the owner or operator. Therefore, additional permit acceptance is
unnecessary. Moreover, the particular performance being guaranteed by a third-party guarantor
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could often apply only to one or a few conditions of the permit rather than the entire permit.
Because it is in the County’s best interest not to impede the maintenance of financial
responsibility, even if an owner is in arrears, the fees and exactions finding is not required in the
case of guarantors.

6.5.3 Temporary operator

Under the branching rule, changes of operator, except mergers and changes of form of business
organization, go before the Planning Commission. One further exception is the approval of a
temporary operator [825B-9(3)]. A temporary operator may be permitted to take over operations
for up to six months when an owner demonstrates there is an urgent need to replace an operator.

This provision is intended to be used rarely, if at all, and then only under extraordinary
circumstances. The case envisioned is that an operator is highly unsatisfactory, and both the
owner and County want them removed. If a qualified operator is available to take over, it would
be counterproductive to lock an owner into a long permitting process in this case or to limit the
Director’s options to the change of operator process . Without the safety valve afforded by a
temporary operator, an owner might be forced to retain a poor operator, rather than shut down for
an extended period, while pursuing a permanent change-of-operator approval through the
Planning Commission. The intention in such a case would be for the temporary operator, or
possibly another operator, to apply for permanent status through the normal change of operator
approval process as soon as possible, so that approval would be granted prior to the expiration of
the temporary operator term. Extensions of the temporary operating period are neither provided
for nor prohibited, but would rarely be appropriate except under extraordinary circumstances.

The findings are abbreviated in this case, in reliance on the Director’s good judgement. The
permit acceptance and financial guarantees findings are required. In addition, the Director must
make a finding, signifying that the proposed temporary operator has the skills and training
necessary to operate the permitted facility in compliance with the law and has a good working
knowledge of the safety and emergency plans. This represents a less rigorous analysis of the
operator than is required in the Planning Commission findings for change of operator. However,
if this provision is applied as intended, to defuse a unsafe operating situation until a permanent
operator is approved, the lesser standard may be justified.

6.5.4 Change of non-managing partner of owners

A single finding applies to facility co-owners and non-managing partners that are not guarantors.
Unless a non-managing partner serves as guarantor, the financial guarantee and abandonment
findings are unnecessary. Only the permit acceptance finding is required. The part-owners
considered here are not operating the project, and existing financial guarantees are already in
place to ensure permit compliance. If they were active in the facility management, then they
would be considered managing partners; in that case the ordinance would require them to apply
for a change managing partner, as change of owner under Planning Commission jurisdiction. In
short, the companies included in this category are part owners, not required to provide financial
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guarantees because such guarantees are already in place, not the managing partner of the project,
and not involved in facility operations.

The main reason to require such companies to accept the permit is liability. These companies are
legally responsible for the facilities under both state and federal law. This is as it should be, since
these companies share the profits of the enterprise. It is in the County’s interest, and the public
interest, to make sure that in the event of a catastrophic accident or oil spill, all responsible
parties can be held liable. This purpose is furthered by requiring all co-owners non-managing
partners to be listed on the permit and to agree to its responsibilities under the permit, including
joint and several liability, a condition found in all permits.

In public workshops, this provision raised strong objections from oil industry representatives.
One argument made was that it is absurd to make a minor owner located outside California
accept all the conditions of a permit, since most of them do not apply. Responsibility for the
obligations of the facility, however, goes with being an owner, and does apply to all owners, even
5% partners with out of state addresses.

6.6 Rationale for findings; Planning Commission’s findings

Full ownership changes, changes of managing partner, and operator changes are brought to the
Planning Commission, under the branching rules [§25B-8]. These are major changes that amount
to a “changing of the guard” for an owner or operator. New owners will take charge of the project
and will bear responsibility for the facilities and their eventual abandonment. New operators will
take over the controls and will play the critical role in safe operations.

The basic set of findings described above (86.5.1) for change of owner are also required for the
more substantial cases that follow the Planning Commission approval route. They are needed for
the same reasons. A group of three additional findings is required for all Planning Commission
destined cases. These findings relate to facility condition and update of emergency plans. A
second triad of findings applies only to change of operator. These relate to the transition of
operations, and emergency training and operating record of the prospective operator.

6.6.1 Change of owner (Planning Commission jurisdiction)
The following three findings apply to both owner and operator changes.

Facility Safety Audit.

The County’s Systems Safety and Reliability Review Committee (SSRRC), comprising
representatives from the Energy Division, Building and Safety, the Fire Department, and the Air
Pollution Control District, oversees a program of safety audits for the facilities covered in this
ordinance. Audits are based on a facility’s Safety Inspection Maintenance and Quality Assurance
Program (SIMQAP) and are called SIMQAP audits. The SIMQAP audits are conducted with
assistance from qualified outside oil and gas specialists. Audits include physical facilities and
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records, and procedures. Following an audit, a report is generated listing violations of County
Code, permit conditions, and SIMQAP requirements. The permit holder is required to remedy
violations, and a schedule of repairs and changes is agreed upon. At present, all facilities have
had a SIMQAP audit or are scheduled for one in the near future. SSRRC’s goal is for annual
audits of all facilities. Audits held at such frequent intervals may be partial, as opposed to
comprehensive.

The facility safety audit finding requires that a comprehensive physical facility audit be
conducted within the three years preceding a change of owner or operator, and that the audit
results be disclosed to the new owner or operator. The finding is waived if the current owner is
applying to become the operator, or vice versa. The finding serves two purposes. It assures that
hazards and deficiencies of the physical facilities are well documented near the time of sale. At
least as importantly, it discloses facility problems to the new owner or operator, just as a home
inspection discloses needed repairs to a prospective buyer. Disclosure is relevant to both new
owners and operators, not only because of the financial burden of correcting deficiencies and
because of their impacts on operations, but because both owners and operators are responsible for
compliance with applicable laws and permits and are liable for the facility. Requiring facility
audits prior to owner/operator changes echoes the practice of both the MMS and SLC for
offshore facilities.

This finding will help avert situations such as that encountered by Venoco following their
purchase of the Ellwood facilities. In that instance, many facility deficiencies, apparently
inherited from the previous operator, came to light after Venoco began operating, and VVenoco
was required to make the necessary repairs and upgrades at very considerable expense.

Building and Safety advises that three years is a more appropriate time frame than one year, as
significant physical deterioration of facilities does not take place in the shorter time frame.

Compliance With Existing Requirements.

This finding piggybacks on the safety audit finding by requiring that safety violations and other
facility deficiencies are addressed at the time of owner or operator change. Violations must be
corrected before approval is granted, or, alternatively, the departing and incoming parties sign an
agreement with the County specifying a schedule for correcting the violations. Either party may
assume responsibility for required work. This idea, borrowed from MMS and SLC, will establish
accountability and keep the compliance issues in the forefront following owner or operator
changes.

Compliance Plans.

This finding requires proposed new owners or operators to update the critical safety and
emergency plans with basic emergency contact information prior to application approval. If the
specified, approved plans do not exist, then they must be prepared. Other, less vital plans must be
updated within six months.
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The main purpose of this provision is to assure emergency response is effective as soon as a new
operator takes control. The requirement also applies to owners to assure they can be rapidly
contacted in case of an accident. The scope of the requirement is intentionally restricted, so that,
at a minimum, new owners and operators will have a working plan with accurate contact
information.

A full update of all the plans might be desirable in some cases, especially where a new
owner/operator has a network of resources or an overall company response plan for many
facilities. However, such revisions take many months, and should not be forced into the time
scale of a change of owner/operator. A mechanism is already available through the SSRRC for
revising plans and obtaining County approval. A proposed owner or operator has the opportunity
to produce fully revised plans that suit their circumstances better than existing plans, and to seek
approval either before or after their owner/operator change application is approved.

6.6.2 Additional findings for change of operator (Planning Commission jurisdiction)
The following three findings apply to change of operator only.

Transitional Plan.

The requirement of a transitional plan is adapted from MMS procedures for change of operator.
The finding requires a transitional plan to be submitted to and approved by the County. The plan
is to be prepared by the proposed new operator, together with the owner or previous operator, to
ensure that the new operator receives adequate training before assuming control of operations.
Training includes cross training by the current operator “where feasible” and training to obtain
working knowledge of the critical safety and emergency plans. The finding, or portions of it, may
be waived for good cause.

The purpose of this finding is to provide assurance that a transition to a new operator is safe.
Cross training between the existing and new operator is a useful practice in most cases, and is
part of the MMS protocol for operator change. It is an efficient way to learn operating procedures
and the idiosyncrasies of a facility. However, cross training could be counterproductive where the
departing operator is a poor example. It makes little sense to train a new operator in poor
practices. Also, in some facility sales, the departing owner/operator may limit the extent of cross
training that is possible. Because of these and other examples, cross training is not an absolute
requirement, but only where feasible. The waiver from the finding provides for the case of a
transition that has already occurred, such as when a temporary operator is applying to be the
permanent operator.

At workshops, industry representatives have expressed concern that this requirement would be

over-zealously enforced by the County, so that if the plan called for 20 employees, and Joe Smith
did not show up, the transition would be brought to a halt. A transitional plan need not be written
in such exhaustive detail as to give rise this scenario. The clear intention of this finding is simply
to assure that adequate training is provided and the transition proceeds in an orderly, safe fashion.

Emergency Response Plan Drills.
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This finding requires that new operators have performed one or more emergency response drills
with passing grades. The purpose is to verify that the new owner is adequately trained in the
emergency plans prior to taking over the controls.

Such drills are held routinely at oil and gas facilities by the Fire Department Office of Emergency
Services (OES). Verification that emergency plans are effective and that operators are adequately
trained under them is a major issue of public safety. Based on experience at a facility, OES may
decide to hold either announced or unannounced drills. The finding leaves the details of the
required drills up to OES’ discretion. Drills do not normally involve actual spills or emergency
conditions. Rather, they present “what if” scenarios. “What would you do if such and such
happened?” The operator can demonstrate the appropriate response without actually touching any
controls, and this provides OES with sufficient information to evaluate training.

The emergency drills finding is an imperative element of the ordinance. Because an accident may
occur before an operator is fully familiar with a facility, training in safety and emergency
response is essential. This finding is the one provision of the ordinance that allows the County to
test a new operator before they take charge of a complex and potentially hazardous operation.
MMS tests a new offshore platform operating crew’s competence in emergency drills, oil spill
response, fire shelter, and total emergency platform shutdown, followed by restart. In the MMS
case, the facilities are far more complex and MMS has greater technical expertise at their
disposal than the County, so a direct comparison is not justified. Nonetheless, the basic principal
of testing a new operator in safety and emergency response before they take charge is valid.

At workshops, industry representatives have indicated that because of liability and insurance
policy concerns, a proposed new operator may not be allowed to touch the controls. However,
hands-on drills are not essential to evaluate safety plan training, as explained above.

Operation Record.

Under this finding the facility owner and proposed operator must have submitted evidence of an
acceptable accident and compliance record for the last seven years for similar facilities. If they do
not have the seven year track record, they must show that key personnel have sufficient
experience and expertise to operate the facility safely. A list of sources for information on the
operator’s history is appended, which identifies the information they are required to supply.

Both MMS and SLC examine an operator’s accident and compliance records, and it can hardly
be argued that the County should not also do so. The alternative is to accept any operator,
regardless of whether they have a flawless or an abysmal record or no experience. However,
quantitative criteria for determining the acceptability of operators is an inappropriate substitute
for determination of acceptability based on the facts of each particular case. The goal of this
finding is not to prohibit conscientious operators with normal industry track records, but to create
a mechanism by which an application can be denied if an operator is truly substandard or
hazardous. Frequency and size of accidents alone are not necessarily good criteria, unless one
factors in accident causes, operator response, type and age of facility, and many other variables.
Of necessity, the finding allows latitude for the Planning Commission to exercise discretion.
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Environmental groups have commented that they would like to see a ten year track record instead
of the five years published in a previous draft of the ordinance. The seven year time frame is a
compromise, chosen partly because it corresponds to some record retention requirements. The
longer time has the additional advantage that it allows trends to be more accurately interpreted. A
trend could highlight either an improvement or decline in operator performance.

6.7 Environmental Review

Enactment of this ordinance is exempt from the requirements of the California Environmental
Quality Act (CEQA) for the following reasons.

The proposed ordinance is statutory exempted from CEQA because it does not qualify as a
“project” as defined in CEQA and the CEQA Guidelines. Specifically, Public Resources Code §
21080(a) limits applicability of the act to “discretionary projects” and § 21065 defines a project
as an activity which may cause either a direct physical change in the environment, or a
reasonably foreseeable indirect physical change in the environment (also see CEQA Guidelines §
15061(b)(3)). CEQA Guidelines 8 15378(b)(2) further clarifies that the continuing administrative
and maintenance activities such as general policy and procedure making are not considered to be
“projects” under CEQA unless they qualify under specific instances that are described in the
statutory definition of a project.

The proposed ordinance constitutes general policy and procedure making limited to identifying
requirements for the transfer of permits from one person to another where such permits have
been previously issued by the County in full compliance with CEQA. The explicit purpose of the
ordinance is to provide a procedure that governs the transfer of existing permits from one person
to another to ensure continued safe operations, financial responsibility, and compliance with
applicable law and permit requirements. As such, it causes neither a direct physical change in the
environment nor a reasonably foreseeable indirect physical change in the environment. Any
modifications to a facility that are requested by a new owner or operator require a finding of
substantial conformity with the existing permit, a permit amendment, or a permit revision, all of
which are governed by existing procedures found in Chapter 35 of the Santa Barbara County
Code (Zoning Ordinances) and are subject to compliance with CEQA.

For this same reason, the proposed ordinance also qualifies under the categorical exemptions set
forth in the CEQA Guidelines 88 15307 and 15308, which exempt actions taken by a regulatory
agency for the protection of natural resources and the environment, respectively. The explicit
public purpose of the ordinance is to provide procedures that protect both natural resources and
environment where an existing permit is transferred from one person to another. These
procedures address continued safe operations, financial responsibility, and compliance with
applicable law and permit requirements.

7.0 APPEALS PROCEDURE
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The proposed ordinance is automatically forwarded to the Board of Supervisors for final action,
therefore no appeal is required.

8.0 ATTACHMENTS

Proposed Ordinance adding Chapter 25B to the County Code
Draft Board of Supervisors Findings for Adoption of Proposed Ordinance
Change of owner/operator summary

Ow>
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Attachment A

Proposed Ordinance Adding
Chapter 25B to the County Code
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Chapter 25B of Santa Barbara County Code (Proposed Ordinance)

CHANGE OF OWNER, OPERATOR OR GUARANTOR FOR CERTAIN OIL AND GAS
EACILITIES

Sec. 25B-1. Purposes of Chapter.

The purposes of this Chapter are to protect public health and safety, and safeguard the natural
resources and environment of the County of Santa Barbara, by ensuring that safe operation,
adequate financial responsibility, and compliance with all applicable County laws and permits
are maintained during and after all changes of owner, operator or guarantor of certain oil and gas

facilities.

Sec. 25B-2. Applicability.

(1) This Chapter shall apply to any person who owns, operates or guarantees performance for or
who seeks to own, operate or guarantee performance for any of the following facilities
located in the unincorporated areas of the County of Santa Barbara:

a) any facility involved in exploration, production, processing, storage or transportation of oil
or gas extracted from offshore reserves;

b) any oil refinery;

c) any pier, supply base, marine terminal or staging area within the County’s jurisdiction that
supports development of offshore oil and gas reserves.

(2) This Chapter shall not apply to:

a) the change of owner, operator or guarantor of the following:
I. sales gas pipelines operated by a public utility and regulated by the California Public
Utilities Commission;
ii. trucks, railroads;

iii. facilities located in state waters;
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b) a change of ownership consisting solely of a change in percentage ownership of a facility
and which does not entail addition or removal of an owner or affect any financial

guarantee for a permit.

Sec. 25B-3. Definitions. As used in this Chapter:

“Director” shall mean the Santa Barbara County Director of Planning and Development.

“Existing guarantor” shall mean a guarantor who has guaranteed performance for an existing
owner or operator, on the date of adoption of this chapter, but shall not include any person
who is required to but has not yet obtained an amendment to a permit that requires County
approval prior to listing that guarantor on the permit.

“Existing owner or operator” shall mean any person who owns or operates a facility identified as
subject to this chapter pursuant to Section 25B-2 on the date of adoption of this chapter, but
shall not include any person who owns or operates such a facility and is required to but has
not yet obtained an amendment to a permit that requires County approval prior to the
transfer of the permit to that owner or operator.

“Guarantor” shall mean any person who guarantees performance for any County permit or
ordinance requirement for a facility subject to this Chapter. For purposes of this Chapter,
guarantor may include any owner, operator, or third party.

“Managing partner” of a partnership shall mean the partner formally designated and vested by the
partnership with authority to make all ordinary business decisions for the partnership on
behalf of all partners. If no partner is so designated, then all partners shall be considered
managing partners.

“Operator” shall mean any person having day-to-day control or management of operations of a
facility, or a portion thereof, subject to this Chapter.

“Owner” shall mean any person that owns or leases a facility, or a portion thereof, subject to this
Chapter.

“Pending owner or operator” shall mean any person who owns or operates a facility subject to

this chapter and is required to but has not yet obtained an amendment to any necessary
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permit that requires County approval prior to the transfer of the permit to that owner or
operator.

“Person” shall include, but is not limited to, any individual, proprietorship, firm, corporation,
partner, partnership, limited partnership, limited liability company, joint venture, business

trust, or other business entity, or an association, or other organization.

Sec. 25B-4. Requirements.

(1) Listing on Permit. Any person who owns or operates a facility that is subject to this Chapter

pursuant to Section 25B-2 shall be listed as a permittee on the permit(s) issued for that
facility, pursuant to Chapter 35 of the County Code, or Ordinances 661, 2919 or 3238. Any
guarantor for such facility shall be listed on the applicable permit(s), identifying its
responsibilities as guarantor. Should any owner, operator, or guarantor consist of a
partnership, all partners shall be listed on the permit and, where applicable, the managing
partner shall be identified in this list.

(2) Acceptance of Permit. Prior to being listed on a permit, any owner or operator of a facility

that is subject to this Chapter shall provide the County with a letter from a responsible
official of the owner or operator formally accepting all conditions and requirements of the
permit.

(3) Permits Not Transferable. Any permit issued or authorized pursuant to Chapter 35 of the

County Code, or Ordinances 661, 2919 or 3238, for a facility that is subject to this Chapter

shall not be transferable, whether by operation of law or otherwise, from any existing owner,
operator, or guarantor to a new owner, operator, or guarantor, except in accordance with this

Chapter.

(4) Ongoing Notification. All owners, operators, and guarantors shall, as an ongoing
requirement, notify the Director in writing of any change in the information listed in 25B-
6(1)(a-e) within thirty days of such change.

(5) Change of Owner. Any change of owner, merger of the owner with another company, or

change of form of business organization, shall require application and approval as provided

in this Chapter. Until a change of owner is approved pursuant to this chapter, the former
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owner(s) shall continue to be liable for compliance with all terms and conditions of the
permit and any applicable County ordinances.

(6) Change of Operator. Any change of operator shall not occur until approved in accordance

with this Chapter, except as follows. Any change of operator that consists solely of a merger
or change of form of business organization, but does not entail any change to operations or
personnel of the facility, shall require an application within 30 days of the change, as
provided in Section 25B-6(3) for change of owner.

(7) Change of Guarantor. Any change of guarantor, including merger of the guarantor with

another company or change of form of business organization, shall require application and
approval as provided in this Chapter. Until a change of guarantor is approved pursuant to this
chapter, the former guarantor(s) listed on the permit shall continue to be liable for compliance
with all terms and conditions of the permit and any applicable County ordinance.

(8) Liability for Compliance with Permit Conditions. Any owner, operator or guarantor listed on

a permit pursuant to this Chapter shall comply with all conditions of such permit, as
applicable, to owners, operators and guarantors. Failure to comply with such permit
conditions shall subject the owner, operator or guarantor to the applicable penalty and

enforcement provisions of Chapter 35 or other applicable ordinance for such permits.

Sec. 25B-5. Relation to permits and Zoning Ordinance.
(1) The provisions of this Chapter shall, for applicable facilities, supercede any provision of

Chapter 35, Articles Il and 111, governing the transfer of permits for such facilities. The
procedures of this Chapter shall also supercede any procedures specified in any permit
governing the transfer of permits for such facilities, but shall not invalidate any substantive
requirements of such permits.

(2) Permit amendments approved pursuant to this Chapter shall be entitled “25B Permit

Amendments” and shall be enforceable as provided in this Chapter.

Sec. 25B-6. Applications.
(1) Existing Owners, Operators, and Guarantors. Within 30 days of the effective date of this

Chapter, any existing owner, operator or guarantor, shall submit a certification to the
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Director, on a form approved by the Director, specifying the following information regarding

the current owner(s), operator(s), and guarantor(s):

a) name and address;

b) role in ownership, operation and management of facility, or in guaranteeing performance
for an owner or operator;

c) names and addresses of official company representatives authorized and designated to
execute applications, agreements and permits with the County on behalf of the company;

d) description of the company business organization, including relation to parent companies,
partnership composition, and other information needed to fully and accurately disclose
who it is that owns, operates, or is otherwise responsible for the facility;

e) expiration date of any company described in §25B-6(1)(a-d), above.

(2) Pending Owners and Operators. Within 30 days of the effective date of this Chapter, any

pending owner or operator shall submit an application to the Director requesting transfer of
the applicable permit(s).

(3) New Owners or Deletion of Owners. Prior to any transfer of a permit to a new owner or

deletion of an owner from a permit the current owner(s) and proposed owner shall submit an
application to the Director requesting such change. The application shall be filed before the
transfer of ownership, or if not practicable, in no event, later than 30 days after the change of
ownership.

(4) New Operators. Prior to any transfer of permit to a new operator, the current permittee(s) and

the proposed operator shall submit an application to the Director requesting such transfer.

(5) New Guarantors or Deletion of Guarantors. Prior to the listing of a new guarantor or the

deletion of a guarantor on a permit, the permittee(s), the current guarantor, and, as
appropriate, the proposed guarantor shall submit an application to the Director requesting
such transfer or deletion. The application shall be filed before the change of guarantor, or, in
no event, later than 30 days after the change of guarantor.

(6) Application Contents. Applications submitted pursuant to this Chapter shall include the

following information:
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(@) Information Required for Applications for Change of Non-Managing Partners and Non-
Operators Pursuant to Section 25B-8(1)(a)(V).
I. All information listed in Section 25B-6(1)(a-e) of this Chapter.

ii. A brief statement of the changes or proposed changes.
iii. A letter from the new owner accepting the permit(s).
(b) Information Required for All Applications, Except as Provided in Section 25B-6(6)(a):
i. All information listed in Section 25B-6(1)(a-e) of this Chapter.

ii. A detailed statement of the changes or proposed changes for which approval is sought.

iii. General background information on any proposed new permittee or guarantor, including
business plan, if available.

iv. Financial information on any owner, operator, or other guarantor needed for the Director
or Planning Commission to make the Financial Guarantees and Abandonment findings.
This information shall include the previous year’s annual report, audited financial
statements, and required SEC filings.

v. Any required letter accepting the permit(s).

vi. Any other information that the Director or the Planning Commission may require to
approve any change in owner, operator, or guarantor in accordance with this Chapter.

(c) Additional Information for Temporary Operator:

Evidence demonstrating that the proposed temporary operator has the necessary skills and
training, as required by Section 25B-9(3)(c).

(d) Additional Information for Change of Owner Under Section 25B-8(2):
All documentation needed to make the findings required by this Chapter for Facility Safety

Audit, Compliance With Existing Requirements, and Compliance Plans.

(e) Additional Information for Change of Operator Under Section 25B-8(2):
i. All documentation needed to make the findings required by this Chapter for

Facility Safety Audit, Compliance With Existing Requirements, and Compliance Plans.
ii. Approved transitional plan.
iii. Evidence that operating personnel have been trained in and have good working
knowledge of the crucial compliance plans.

iv. Evidence of satisfactory performance on emergency drills.
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V. Documentation of safe operating record or adequate experience and expertise, as
required by Section 25B-10(2)()).

Sec. 25B-7. Listing of owners, operators, guarantors and temporary operators on permits.

(1) Existing Owners, Operators, and Guarantors. The Director shall list any existing owner,
existing operator, or existing guarantor, as they are defined in Section 25B-3 of this Chapter,
on the appropriate permit(s) upon finding that such person has submitted all information
required in Section 25B-6(1) and has complied with Section 25B-4(2), if applicable.

(2) New Owners, Operators, Guarantors, and Temporary Operators. The Director shall list any

new owner, operator, guarantor, or temporary operator on the appropriate permit(s), and
remove any previous owner, operator, guarantor, or temporary operator that no longer serves

such role, upon approval of the permit transfer, pursuant to Sections 25B-9 and 25B-10.

Sec. 25B-8. Processing.
(1) Applications Under Jurisdiction of the Director.

a) The Director shall approve or deny any application to transfer a permit for changes that
consist solely of the following:
I. merger of a current owner or operator with another company;
ii. change in form of business organization of a current owner or operator, including
change from corporation to limited partnership or limited liability company;
iii. change of a guarantor;
iv. substitution of a temporary operator;
v. addition or deletion of non-managing partner or non-operator under a joint operating
agreement, where such person is not a guarantor;
Vvi. any other change of ownership not under the Planning Commission’s jurisdiction.
b) Prior to approval of such application, the Director shall make all findings required by
Section 25B-9(1),(2), (3), or (4), as applicable, and shall take all actions necessary under
Section 25B-9(5).
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c) A public hearing shall not be required for applications approved or denied by the Director.
Notice shall be given, however, at least ten (10) days prior to the date of the Director’s
decision, as provided in Santa Barbara County Code, Chapter 35, Article I, Section 35-
181.2 or Atrticle 11, Section 35-326.2, as appropriate.

(2) Applications Under Jurisdiction of the Planning Commission.

a) The Planning Commission shall approve or deny any application to transfer a permit for
changes that consist of the following:
I.  Full ownership change, that is, where there is a complete transfer of facility
ownership to new owner(s);
ii.  Operator change, except as specifically placed under the Director’s jurisdiction in
Section 25B-8(1)(a)(i, ii, or iv);
iii.  Change of managing partner of an owner or any partner of an operator.
b) Prior to approval of an application for change of owner, the Planning Commission shall

make all findings required by Section 25B-10(1) and shall take all actions necessary under

Section 25B-10(3). Prior to approval of an application for change of operator, the Planning

Commission shall make all findings required by Section 25B-10(2) and shall take all
actions necessary under Section 25B-10(3).

c) A public hearing shall be required for applications approved or denied by the Planning

Commission. Notice shall be given at least ten (10) days prior to the date of the hearing, as

provided in Santa Barbara County Code, Chapter 35, Article II, Section 35-181.2 or
Acrticle 111, Section 35-326.2, as appropriate.
(3) Combined Applications.

Applications that include a component under the Director’s jurisdiction and another
component under the Planning Commission’s jurisdiction may, at the discretion of the
Director, be processed with a combined application and decided by the Planning
Commission. In such cases the findings required for approval of the component that falls
under the Director’s jurisdiction shall be those listed for a Director’s Amendment (§25B-
9(1), (2), or (4), as appropriate).

(4) Application Completeness
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a) An application shall be deemed accepted unless the Director finds the application
incomplete and notifies the applicant of incompleteness by mail within thirty calendar days
of receipt of the application.

b) The applicant shall provide any additional information required by the Director in an

incompleteness letter within thirty calendar days of issuance of the letter.

Sec. 25B-9. Director Approval: findings.
(1) The Director shall approve an application to transfer a permit pursuant to Section 25B-
8(1)(a)(i, ii, or vi) only if the Director makes the following findings:

a) Fees and Exactions. All outstanding County required fees and exactions due for the

facility have been paid.
b) Financial Guarantees. The proposed owner, operator, or other guarantor has provided all

necessary instruments or methods of financial responsibility approved by the County and
necessary to comply with the permit and any County ordinance.

c) Abandonment. The proposed owner, operator, or other guarantor has demonstrated the
financial capability through financial guarantees to comply with all federal, state and local
law and permits regarding abandonment of the facility and remediation of contamination.

d) Acceptance of Permit. The proposed owner or operator has provided a letter from a

responsible official representing the proposed owner or operator formally accepting all
conditions and requirements of the permit.
(2) The Director shall approve an application to transfer a permit pursuant to Section 25B-
8(1)(a)(iii) for a change of guarantor only if the Director makes the following findings:

a) Financial Guarantees. The proposed guarantor has provided all necessary instruments or

methods of financial responsibility approved by the County and necessary to comply with
the permit and any County ordinance.

b) Abandonment. Where applicable, the proposed guarantor has demonstrated the financial

capability through financial guarantees to comply with all requirements of federal, state
and local law and permits regarding abandonment of the facility and remediation of

contamination.
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(3) The Director may approve a qualified temporary operator pursuant to Section 25B-8(1)(a)(iv)
where the owner demonstrates to the satisfaction of the Director that good cause exists for an
immediate change of operator. The temporary operator may operate the facility for a period of
no longer than 6 months. In order to approve a temporary operator, the Director must make
the following findings:

a) Financial Guarantees. The proposed temporary operator has provided all necessary
instruments or methods of financial responsibility approved by the County and necessary
to comply with the permit and any County ordinance.

b) Acceptance of Permit. The proposed temporary operator has provided a letter from a
responsible official representing the proposed temporary operator formally accepting all
conditions and requirements of the permit.

c) Operator Capability. The proposed temporary operator has the skills and training
necessary to operate the permitted facility in compliance with all applicable law and has a
good working knowledge of the crucial compliance plans listed in Section 25B-10(2)(g).

(4) The Director shall approve an application to transfer a permit pursuant to Section 25B-

8(1)(a)(v) for a change of non-managing partner or non-operator under a joint operating
agreement, where such person is not a guarantor, only if the Director makes the following
finding:

a) Acceptance of Permit. The proposed owner has provided a letter from a responsible

official representing the proposed owner formally accepting all conditions and
requirements of the permit.

(5) Upon making the findings listed in Section 25B-9(1), (2), (3), or (4), the Director shall
approve the change of owner, operator, or guarantor, or approve the temporary operator. The
Director may impose additional conditions on the permit, except for applications approved
under Section 25B-9(4), in order to ensure that the new owner, operator, temporary operator,
or other guarantor maintains adequate financial guarantees for operations and abandonment.

Sec. 25B-10. Planning Commission Approval: findings.
(1) The Planning Commission shall approve an application for a change of owner only if the
Planning Commission makes the following findings:

a) Fees and Exactions. All outstanding County required fees and exactions due for the

facility have been paid.
b) Financial Guarantees. The proposed owner or other guarantor has provided all necessary

insurance, bonds and other instruments or methods of financial responsibility approved by

the County and necessary to comply with the permit and any County ordinance.
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c)

d)

9)

Abandonment. The proposed owner or other guarantor has demonstrated the financial
capability through financial guarantees to comply with all federal, state and local law and
permits regarding abandonment of the facility and remediation of contamination.

Acceptance of Permit. The proposed owner has provided a letter from a responsible

official representing the proposed owner formally accepting all conditions and
requirements of the permit. If the proposed owner is a partnership, all partners have
provided such letters, or the managing partner has provided a letter on behalf of all
partners and has agreed to resubmit such letter should any partners change in the future.

Facility Safety Audit. The County has completed a comprehensive safety audit for the

physical facility within 3 years prior to submission of a complete application, and the
current owner or operator has provided a copy of this audit, along with a description of the
status of implementing its recommendations, to the proposed owner(s). A Safety
Inspection Maintenance and Quality Assurance Program (SIMQAP) audit approved by the
appropriate County official shall satisfy this requirement. This finding shall be waived if
the application is for the current operator of a facility to become an owner.

Compliance With Existing Requirements. The current owner(s) are in compliance with all

requirements of the permit, including any requirement of a County required safety audit,
any Notice of Violation, and any County ordinance, or the current and proposed owner(s)
have entered into a written agreement with the Director that specifies an enforceable
schedule to come into compliance with such requirements.

Compliance Plans. The new owner or operator has updated any existing, approved Safety

Inspection Maintenance and Quality Assurance Program, Emergency Response Plan, Fire
Protection Plan, and Oil Spill Contingency Plan, or equivalent approved plans, with
current emergency contact information pertaining to the new owner. If any of these plans
did not previously exist or was not approved, the new owner or operator has prepared an
acceptable plan and it has been approved by the appropriate County official. The new
owner and operator have agreed in writing to revise all plans required by the permit or any

County ordinance, as necessary to reflect the change of owner, and to do so with sufficient
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diligence to obtain approval of the revised plans by the appropriate County official within

six months after assuming ownership.

(2) The Planning Commission shall approve an application for change of operator only if the

Planning Commission makes the following findings:

a)

b)

d)

f)

Fees and Exactions. All outstanding County required fees and exactions due for the
facility have been paid.

Financial Guarantees. The current owner, proposed operator, or other guarantor has

provided all necessary insurance, bonds and other instruments or methods of financial
responsibility approved by the County and necessary to comply with the permit and any
County ordinance.

Abandonment. The proposed operator or other guarantor has demonstrated the financial
capability through financial guarantees to comply with all federal, state and local law and
permits regarding abandonment of the facility and remediation of contamination.

Acceptance of Permit. The proposed operator has provided a letter from a responsible

official representing the proposed operator formally accepting all conditions and
requirements of the permit. If the proposed operator is a partnership, all partners have
provided such letters.

Facility Safety Audit. The County has completed a comprehensive safety audit for the

physical facility within 3 years prior to submission of a complete application, and the
current owner or operator has provided a copy of that audit, along with a description of the
status of implementing its recommendations, to the proposed operator. A Safety
Inspection Maintenance and Quality Assurance Plan (SIMQAP) audit approved by the
appropriate County official shall satisfy this requirement. This finding shall be waived if a
current owner of a facility becomes the operator.

Compliance With Existing Requirements. The current operator is in compliance with all

requirements of the permit, including any requirements of a required safety audit, any
Notice of Violation, and any County ordinance, or the owner and proposed operator have
entered into a written agreement with the Director that specifies an enforceable schedule

to come into compliance with such requirements.
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9)

h)

)

Compliance Plans. The current owner and proposed operator have updated any existing,

approved Safety Inspection Maintenance and Quality Assurance Program, Emergency
Response Plan, Fire Protection Plan, and Oil Spill Contingency Plan, or equivalent
approved plans, with current emergency contact information pertaining to the new
operator. If any of these plans did not previously exist or was not approved, the current
owner and proposed operator have prepared an acceptable plan and it has been approved
by the appropriate County official. The current owner and proposed operator have agreed
in writing to revise all plans required by the permit or any County ordinance, as necessary
to reflect the change of operator, and to do so with sufficient diligence to obtain approval
of the revised plans by the appropriate County official within six months after assuming
operations.

Transitional Plan. The current owner or operator and proposed operator have submitted a

transitional plan that will ensure the proposed operator shall receive adequate training,
including by means of cross training by the current operator, where feasible, and shall
have a good working knowledge of the crucial compliance plans listed in Section 25B-
10(2)(g) before assuming control of operations. The plan has been approved by the
Director. The Planning Commission may exempt the current owner and proposed operator
from this requirement, or portions thereof, for good cause.

Emergency Response Plan Drills. The proposed operator has adequately performed one or

more County approved emergency response plan drills necessary to respond to emergency
episodes that may occur at the facility.

Operation Record. The owner and proposed operator have submitted a list of any other

facilities the proposed operator owns or operates, and have submitted the proposed
operator’s accident and compliance records for the last 7 years for operating facilities, if
any, that are similar in nature to the facility subject to the permit. The records demonstrate
the proposed operator has the skills and training necessary to operate the permitted facility
in compliance with all applicable law. The accident and compliance records shall be
obtained from the agencies listed in Appendix A. If the proposed operator is a new

company or lacks a seven year operational record, the operator has demonstrated to the
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County that the key personnel have sufficient experience and expertise to operate the
facility safely.
(3) Upon making the findings listed in Section 25B-10(1) or (2), the Planning Commission shall
approve the change of owner or operator. The Planning Commission may impose additional
conditions on the permit in order to ensure that the new owner, operator, or other guarantor

maintains adequate financial guarantees for operations and abandonment.

Sec. 25B-11 . Administration and Fees.

The Director shall administer the procedures established by this chapter. Any applicant shall be
assessed fees in an amount necessary to recover costs incurred by the County for processing
applications for change of owner, operator, or guarantor required by this chapter. No application
to change owner, operator, or guarantor shall be processed unless the applicant has entered into
an Agreement for Payment of Processing Fees with the County and has provided the required

deposit to cover a portion of the case processing fees.

Sec. 25B-12. Appeals.

(1) Appeals to the Planning Commission.

a) The decision of the Director to approve or deny an application may be appealed to the
Planning Commission by the applicant or any interested person adversely affected by such
decision. The appeal, which shall be in writing, and accompanying fee shall be filed with
the Planning and Development Department within ten (10) calendar days following the
date of the Director’s decision.

b) The appellant shall state specifically in the appeal how 1) the Director’s decision is
inconsistent with the provisions or purposes of this Chapter or 2) there was an error or
abuse of discretion by the Director.

c) Prior to the appeal hearing, the Planning and Development Department shall transmit to
the Planning Commission copies of the application, including all attachments and related

materials, and a statement setting forth the reasons for the Director’s decision.
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d) The Planning Commission hearing shall be de novo and the Commission shall affirm,
reverse, or modify the Director’s decision at a public hearing. Notice of the time and place
of the hearing shall be given in accordance with Santa Barbara County Code, Section 35-
326.2 (Noticing) or Section 35-181.2, as appropriate. Notice shall also be mailed to the
appellant.

(2) Appeals to the Board Of Supervisors.
a) The decision of the Planning Commission to approve or deny an application may be

appealed to the Board of Supervisors by the applicant or any interested person adversely
affected by such decision. The appeal, which shall be in writing, and accompanying fee
shall be filed with the Clerk of the Board of Supervisors within ten (10) calendar days
following the date of the Planning Commission's decision.

b) The appellant shall state specifically in the appeal how 1) the Planning Commission’s
decision is inconsistent with the provisions or purposes of this Chapter or 2) there was an
error or abuse of discretion by the Planning Commission.

c) Prior to the appeal hearing, the Clerk of the Board of Supervisors shall notify the Planning
Commission that an appeal has been filed. The Planning Commission shall then transmit
to the Board of Supervisors copies of the application, including all attachments and related
materials, and a statement of findings setting forth the reasons for the Planning
Commission’s decision.

d) The Board of Supervisors hearing shall be de novo and the Board shall affirm, reverse, or
modify the Planning Commission’s decision at a public hearing. Notice of the time and
place of the hearing shall be given in accordance with Santa Barbara County Code,
Section 35-326.2 (Noticing) or Section 35-181.2, as appropriate. Notice shall also be

mailed to the appellant.

Sec. 25B-13. Enforcement.
(2) Civil Penalties. Any owner, operator, guarantor, or permittee who fails to comply with the

provisions of this chapter is subject to a civil penalty not to exceed twenty-five thousand

dollars per day of operation.
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(2) Criminal Penalties. Any person, whether as principal, agent, employee or otherwise,

violating any provisions of this chapter shall be guilty of an infraction, and upon conviction
thereof, shall be punishable by a fine not exceeding five hundred dollars for each violation.
An offense that would otherwise be an infraction may, at the discretion of the district
attorney, be filed as a misdemeanor. Upon conviction of a misdemeanor, punishment shall be
a fine of not less than five hundred dollars nor more than twenty-five thousand dollars or
imprisonment in the county jail for a period not to exceed six months or by both such fine
and imprisonment. Each and every day during any portion of which any violation of this
chapter is committed, continued or permitted by such person shall be deemed a separate and
distinct offense.

(3) Injunction. Whenever, in the judgment of the Director, any person has engaged in, is
engaged in, or is about to engage in any act(s) or practice(s) which constitute or will
constitute a violation of the provisions of this chapter of the Santa Barbara County Code, or
any rule, regulation, requirement, or other order issued, promulgated, or executed thereunder,
the district attorney or county counsel may make application to the Superior Court for an
order enjoining such acts or practices, or for an order directing compliance, and upon a
showing that such person has engaged in or is about to engage in any such acts or practices, a
permanent or temporary injunction, restraining order, or other order may be granted. In any
civil action brought pursuant to this chapter in which a temporary restraining order,
preliminary injunction, or permanent injunction is sought, it shall not be necessary to allege
or prove at any stage of the proceeding that irreparable damage will occur should the
temporary restraining order, preliminary injunction, or permanent injunction not be issued; or
that the legal remedies are inadequate.

(4) Cumulative Remedies and Penalties. The remedies or penalties provided by this chapter are

cumulative to each other and to the remedies or penalties available under all other laws of

this state.

Sec. 25B-14. Severability.
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If any provision of this chapter is determined to be invalid by a court of competent jurisdiction,

the remaining provisions shall remain in full force and effect.

Appendix A. Source Agencies for Operator Accident and Compliance Records.
Accident and compliance records shall be obtained from the following agencies, as applicable:

Federal Agencies
Environmental Protection Agency
D.O.T. Office of Pipeline Safety
Occupational Safety and Health
Minerals Management Service
Coast Guard
Army Corps of Engineers

California Agencies
State Fire Marshall
Cal OSHA
State Lands Commission
Division of Qil, Gas, & Geothermal Resources
Dept. of Fish and Game Office of Spill Prevention and Response
California Coastal Commission
Air Resources Board
Office of Environmental Health Hazard Assessment
Department of Toxic Substances Control
State Water Resources Control Board

Agencies in Other States
If the facilities for which the records are obtained are located outside California, records
shall be obtained from agencies that serve similar functions to the above agencies, where
possible.

Regional and Local Agencies

Fire Department

Water quality monitoring agency
Air quality monitoring agency
Agencies responsible for enforcing land use and zoning regulations
Agencies responsible for enforcing safety regulations
Agencies responsible for oversight of hazardous or toxic materials
Agencies responsible for monitoring environmental pollution or contamination
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Attachment B

Draft Board of Supervisors Findings
For Adoption of Chapter 25B into
The Santa Barbara County Code
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Draft Findings of fact.

(1) As part of its authority to regulate land use within its jurisdiction, Santa Barbara County
requires discretionary and ministerial permits for development of oil refineries and
development of onshore oil and gas facilities that support recovery of reserves offshore the
County. Such permits contain conditions designed to ensure safe operations, proper
abandonment of such facilities when their use has terminated, and adequate guarantees of
financial responsibility.

(2) All such permits were originally issued to major, vertically integrated oil companies (e.g.,
Exxon, Chevron, Texaco, ARCO, and Unocal), who have large amounts of capital and
technical expertise required to successfully operate such facilities in full compliance with
permit conditions and applicable law.

(3) A trend has emerged in which the major companies seek to divest themselves of offshore
leases, related onshore infrastructure, and onshore oil refineries, selling their operations to
independent firms who are relatively young and often lack the vast array of financial assets
and technical resources of the major, vertically-integrated oil companies.

(4) A second trend towards more complicated structures of ownership and new forms of business
organization has also emerged, which may obscure who is operationally and financially
responsible for operations and abandonment of such facilities.

(5) In the unincorporated area of Santa Barbara County, at least 22 changes of owner or operator
have taken place since 1993 for 12 facilities that either refine oil or provide onshore handling
of oil and gas extracted from reserves offshore the County. Six of these cases are pending
County approval and more cases are expected to come before the County in the future.

(6) The U.S. Department of the Interior’s Minerals Management Service and the California State
Lands Commission have well defined requirements and procedures that address operational
safety and financial responsibility for change of owner, operator, or guarantor of facilities
located on the Outer Continental Shelf or State Tidelands for purposes of recovering oil and
gas.

(7) While some discretionary permits require County approval to transfer the permit from one
owner(s) or operator(s) to another, not all do so, and those that do are not fully consistent
with each other as regards requirements and processes for obtaining County approval of such
transfers.

(8) The County stands to suffer significant adverse environmental impacts and substantial harm
to public health, safety, and welfare unless all owners and operators are a) capable of
operating oil refineries and onshore oil and gas facilities that support the recovery of offshore
reserves in a safe manner and in full compliance with permit conditions and applicable law,
b) financially capable of paying the cost of proper abandonment, including remediation of
contaminated soils and waters, and c) financially capable of paying for all legally
compensatory damages or injuries suffered by any property or person that result from or arise
out of any oil spill or other accident.
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Attachment C

Change of owner/operator summary



Available in hard copy only.
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(6)

(7

(8)

Findings of Fact for Adoption of the Proposed Ordinance

As part of its authority to regulate land use within its jurisdiction, Santa Barbara County
requires discretionary and miinisterial permits for development of oil refineries and
development of onshore oil and gas facilities that support recovery of reserves offshore
the County. Such permits contain conditions designed to ensure safe operations, proper-
abandonment of such facilities when their use has terminated, and adequate guarantees of

- financial responsibility.

]

All such pei'mits were originally issued to major, vertically integrated oil companies (e.g.,
Exxon, Chevron, Texaco, ARCO, and Unocal), who have large amounts of capital and
technical expertise reqmred to successfully operate such facilities in full compliance wﬁh

perzmt conditions and applicable law.

A trend has emerged in which the ma_]or companies seek to divest themselves of offshore
leases, related onshore infrastructure, and onshore oil refineries, selling their operations to
independent firms who are relat1vely young and may lack the vast array of financial
assets and technical resources of the major, vertically-integrated oil companies:

A second trend towards more complicated structures of ownership and new forms of
business organization has also emerged, which may obscure who is operationally and

. financially responsible for operations'and abandonment of such facilities.

)

In the unincorporated area of Santa Barbara County, at least 22 changes of owner or
operator have taken place since 1993 for 13 facilities that either refine oil or provide
onshore handling of oil and gas extracted from reserves offshore the County. Six of these

cases are pending County approval and more cases are expected to come before the
County in the future. - :

The U.S. Department of the Interior’s Minerals Management Service and the California
State Lands Commission have well defined requirements and procedures that address

‘operational safety and financial responsibility for change of owner, operator, or guarantor

of facilities located on the Outer Continental Shelf or State Tidelands for purposes of
recovering 011 and gas

While some dlscretlonary permits require County approval to transfer the permit from
'one owner(s) or operator(s) to another, not all do so, and those that do.are not fully

consistent. with each other as regards requirements and processes for obtammg County
approval of such transfers. :

The County stands to suffer significant adverse environmental impacts and substantial
harm to- public health, safety, and welfare unless all owners and operators are a) capable
of operating oil refineries and onshore oil and gas facilities that support the recovery of
offshore reserves in a safe manner and in full compliance with permit conditions and:
applicable law, b) financially capable of paying the cost of proper abandonment,
including remediation of contaminated soils and waters, and c) financially capable of
paying for all legally compensatory damages or injuries suffered by any property or

~ person that result from or arise out of any oil spill or other accident.
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Gavin Newsom, Governor
’g% Ca“fornia Gabe Tiffany, Acting Director
ﬁ ‘ Department of Conservation

September 26, 2024

Sent via electronic mail only to Michael.mills@stoel.com

Dear Mr. Mills:

| am reaching out regarding your client, Sable Offshore Corporation’s (Sable)s,
acquisition of the Las Flores Canyon Processing Facility (the Facility). Based upon
publicly available information, it appears that equipment at the Facility meets the

definition “production facility” found in Public Resources Code section 3010.

There are a handful of compliance issues CalGEM would like to discuss with Sable in

more detail.

L Equipment at the Facility appears to be equipment regulated by CalGEM.

CalGEM regulates production facilities, which includes “any equipment attendant to oll
and gas production or injection operations, including but not limited to, tanks flowlines,
headers, gathering lines, wellheads, heater treaters, pumps, valve, compressors,
injection equipment, and pipelines that are not under the jurisdiction of the State Fire
Marshal pursuant to Section 51010 of the Government Code.” Based upon publicly
available information, the Facility includes equipment that meets the definition of
“production facility,” including at a minimum, pipelines not under the jurisdiction of the

State Fire Marshal and tanks.

Il. Bonding requirements under Public Resources Code section 3205.8.

The acquisition of the Facility appears to have occurred after January 1, 2024, thereby
triggering the requirements of Public Resources Code section 3205.8, including the filing
of a bond. Given the unique aspects of the Facility, and the newness of these
requirements, Sable was probably unaware these bonding requirements apply to those

production facilities attendant to oil and gas production.

State of California Natural Resources Agency | Department of Conservation
715 P Street, MS 1900, Sacramento, CA 95814
conservation.ca.gov | T: (916) 322-1080
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CalGEM would like to develop a timeline for expeditiously getting Sable into
compliance, which will require a determination of equipment attendant to oil and gas
production at the Facility. CalGEM is requesting your cooperation in timely scheduling
an inspection of the Facility. To facilitate a more productive inspection, in advance of
that inspection, CalGEM requests that you provide a facility map which identifies the
equipment on site, including pipelines, and point of sale information, as well as the
contact information for your operations manager, so that CalGEM may contact them

with questions in advance.

Please have Sable contact Michael Takamori (Michael.Takamori@conservation.ca.gov
or (661) 434-8163) to schedule an inspection and provide the information described

above no later than October 3, 2024.

. Additional requirements for production facilities.

In addition to these important bonding requirements, there are a range of inspection,
testing, and maintenance requirements that apply to production facilities, which you

should be aware of, outlined below.

First and foremost, it appears that at least a portion of the production facilities at the
facility fall within a health protection zone. Effective June 27, 2024, subject to the
exceptions outlined in the regulation, in advance of new construction or operation of a
new production facility, an operator is required to submit a notice for CalGEM's
approval before undergoing that work. (Cal. Code of Regs., tit. 14, § 1765.5.) Additional
requirements for health protections zones may be found in Article 2.5 of title 14 of the

California Code of Regulations.

Additional production facility requirements include, but are not limited to the filing of
spill contingency plan, filing of a pipeline management plan, and production facility
containment, maintenance, and testing. (Cal. Code of Regs., fit. 14, §§ 1722, subd. (b);
1773.4;1774.2; 1773-1773.4-1774.1.)

Sincerely,

Courtney Kasberg
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State of California « Natural Resources Agency Gavin Newsom, Governor

4 DEPARTMENT OF PARKS AND RECREATION Armando M. Quintero, Director
Legal Office « Post Office Box 924896 « Sacramento, CA 94296-000

December 20, 2024 Sent via Electronic Mail and USPS
lalcock@sableoffshore.com

Lee Alcock

Assistant General Counsel
Sable Offshore

845 Texas Avenue, Suite 2920
Houston, TX 77002

Re: Gaviota State Park — Sable Offshore Request for Easement
Dear Mr. Alcock:

This letter follows the recent discussions between California Department of Parks and
Recreation (“State Parks”) and Sable Offshore Corp. (“Sable”). Sable is requesting an
easement for access necessary to restart pipeline 325 (formerly known as Line 903),
located in State Parks’ property at Gaviota State Park (“Gaviota SP”). State Parks
holds the land in trust for all of California and takes its duty seriously to protect that land
and its surrounding environment.

For context, pipeline 325 runs four miles through Gaviota SP, but has been offline since
the May 2015 Refugio oil spill. As a result of the spill, various state and federal
agencies entered into a Consent Decree with Sable’s predecessor as a settlement to a
lawsuit containing a variety of claims. State Parks, as resource trustee, is party to that
Consent Decree which requires, among other things, that Sable comply with existing
laws in its effort to restart its lines or shut them down.

Sable’s 30-year easement for pipeline 325 expired in 2016. Since 2016, State Parks
has issued successive year-long right of entry (“ROE”) permits in order to permit Sable
(or its predecessors) access to pipeline 325 for maintenance and monitoring. State
Parks understood Sable would ultimately close and relocate pipeline 325 off State Park
property, and thus limited the ROE to those actions and access needs necessary for
closure of pipeline 325. The current ROE states in relevant part:

‘Whereas, Permittee [Sable] has applied to State for permission to
access Gaviota S.P. for purposes of carrying out Permittee’s pipeline
maintenance and access for existing Line 325 (formerly known as Line
903) that is currently subject to closure orders (the Project). This Permit
is needed because the original easement facilitating Permittee’s access
to Line 325 in Gaviota S.P. has expired. Activities related to any new
or future projects, including restarting Line 325 or constructing a new
pipeline, are not included in the Project and are not covered by this
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Right of Entry. Instead, the parties are negotiating separate agreements
regarding Permittee’s activities with respect to restarting Line 325.”

During recent discussions with Sable, State Parks learned that Sable now intends to
restart the existing pipeline 325, thereby necessitating a new easement. Given this
change, Sable requested expedited review. State Parks requested and received
information on new “anomaly digs”. After reviewing this information, State Parks has
discovered that while it is important, it is not sufficient for State Parks to evaluate
Sable’s easement request for pipeline 325’s potential restart.

State Parks will need a complete project description of the repairs and maintenance
Sable will need to undertake at Gaviota SP if the line is restarted, as well as any other
proposed operational access needs or other encumbrances not currently taking place or
permitted by the ROE so it can evaluate whether and to what extent environmental
review of the proposed easement will be required. This should include the scope of
work that would be permitted by the easement, the access points and locations of
proposed activity, and the frequency of access with respect to operation, management,
and maintenance of pipeline 325 by Sable, including any pertinent conditions imposed
by other agencies. In addition, a complete project scope should further detail how
emergency responses will be conducted, and how monitoring and other work will occur
over the life of the easement, taking into account any requirements imposed by federal
or state regulators, as well as the environment of the existing pipeline. Without a
complete project description for the easement, State Parks cannot fully evaluate Sable’s
request.

Please note that once State Parks has this threshold information, it will be better to be
able to articulate the process and cost to you of obtaining an easement, including the
necessary indemnifications and fees required for any transactional work and
environmental review associated with a final decision.

If you have further questions, you may contact me at emma.siverson@parks.ca.gov.

Sincerely,
DocuSigned by:
Gre € dynoh FOR
FB610A257FA1247D...
Emma Siverson
Senior Staff Counsel
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cc: Dena Bellman, District Superintendent I, Channel Coast District
Tara E. Lynch, Chief Counsel
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M. RANDALL OPPENHEIMER (S.B. #77649)

roppenheimer@omm.com

DAWN SESTITO (S.B. #214011)
dsestito@omm.com

O’MELVENY & MYERS LLP

400 South Hope Street

Los Angeles, California 90071-2899
Telephone: (213) 430-6000
Facsimile: (213) 430-6407

ahunter@liskow.com

TEPHEN W. WIEGAND (Pro hac vice forthcoming)

swwiegand@liskow.com

CARSON M. HADDOW (Pro hac vice forthcoming)

chaddow@liskow.com
LISKOW & LEWIS

701 Poydras Street, Suite 5000
New Orleans, Louisiana 70139
Telephone: (504) 581-7979
Facsimile: (504) 556-4108

Attorneys for Applicant for Intervention
EXXON MOBIL CORPORATION

ENVIRONMENTAL DEFENSE CENTER,
a California non-profit corporation; SANTA
BARBARA CHANNELKEEPER, a
California non-profit corporation;

Plaintiffs,
VS.

BUREAU OF OCEAN ENERGY
MANAGEMENT; RICHARD YARDE,
Regional Supervisor, Office of
Environment, Bureau of Ocean Energy
Management; DAVID FISH, Bureau of
Safety and Environmental Enforcement;
ABIGAIL ROSS HOPPER, Director,
Bureau of Ocean Energy Management;
BRIAN SALERNO, Director, Bureau of
Safety and Environmental Enforcement;
BUREAU OF SAFETY AND

i16-cv-08418-PSG-FFM Document 20-3 Filed 02/08/17 Page 1 of 6 Page ID #:379

JONATHAN A. HUNTER (Pro hac vice forthcoming)

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
WESTERN DIVISION

Case No. 2:16-cv-08418-PSG-FFMXx

DECLARATION OF KEN DOWD
IN SUPPORT OF EXXON
MOBIL CORPORATION’S
MOTION FOR LEAVE TO
INTERVENE

Hearing Date:  April 17, 2017
Hearing Time:  1:30 pm.
Location: Courtroom 6A
Judge: Hon. Philip S.
Gutierrez

DECL. OF KEN DOWD ISO EXXONMOBIL’S
MOTION FOR LEAVE TO INTERVENE
CASE NO. CV-16-8418 PSG(FFMXx)
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1| ENVIRONMENTAL ENFORCEMENT:
2 | JOAN BARMINSKI, Pacific Region
Director, Bureau of Ocean Energy
3 Management; MARK FESMIRE, Acting
4 | Pacific Region Director, Bureau of Safety
and Environmental Enforcement; UNITED
5 | STATES DEPARTMENT OF THE
6 | INTERIOR; SALLY JEWELL, Secretary of
the Interior,
7
8 Defendants.
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
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I, Ken Dowd, depose and state as follows:

1. | am over 21 years of age and am competent to make this declaration.
The facts set forth in this declaration are based on both my personal knowledge and
information gathered in the course of my business activities.

2. | am currently employed by Exxon Mobil Corporation
(“ExxonMobil”). I am the Production Manager of the U.S. Production (“USP”)
division of Exxon Mobil Production Company. Through my employment, | have
acquired knowledge regarding ExxonMobil’s operations and interests in oil and gas
exploration and production in the Pacific Outer Continental Shelf (“OCS”) Region.

3. ExxonMobil is a long-standing and active participant in oil and gas
exploration and development activities in the Pacific OCS Region.

4, ExxonMobil operates the Santa Ynez Unit (“SYU”) located in the
Pacific OCS Region off the coast of California in the Santa Barbara Channel.

5. The SYU was formed in 1970 and currently contains 16 OCS leases:
OCS-P-0180, OCS-P-0181, OCS-P-0182, OCS-P-0183, OCS-P-0187, OCS-P-
0188, OCS-P-0189, OCS-P-0190, OCS-P-0191, OCS-P-0192, OCS-P-0193, OCS-
P-0194, OCS-P-0195, OCS-P-0326, OCS-P-0329, OCS-P-0461. ExxonMobil
owns 100% of the interest in each of those 16 leases.

6. Drilling and production operations in the SYU are conducted from
three platforms, the Heritage Platform, the Harmony Platform, and the Hondo
Platform, each of which is operated by ExxonMobil.

7. The Heritage Platform, which was installed in 1989, is located on
Lease OCS-0182 approximately eight miles from shore.

8. The Harmony Platform, which was installed in 1989, is located on
lease OCS-P-0190 approximately six miles from shore.

Q. The Hondo Platform, which was installed in 1976, is located on Lease
OCS-P-0188 approximately five miles from shore.

10. To date, ExxonMobil has made substantial investments in acquiring,

DECL. OF KEN DOWD ISO EXXONMOBIL’S

3 MOTION FOR LEAVE TO INTERVENE
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exploring, and developing the lease interests that make up the SYU and in installing
and operating the Heritage, Harmony, and Hondo Platforms. ExxonMobil’s capital
expenditures and operating expenses for its SYU Unit operations totaled more than
$413 million in 2014 alone.

11. ExxonMobil currently operates over 100 wells in the SYU. Between
1981 and 2014, the SYU produced over 663 million oil equivalent barrels (oil and
gas). ExxonMobil’s SYU produced an average of 27 million cubic feet of natural
gas, and 30,000 barrels of oil and condensate per day (gross) in 2014,

12. ExxonMobil seeks approval from the Department of the Interior
(“DOI”) for its offshore oil and gas exploration plans and development and
production plans. ExxonMobil also seeks approval from DOI’s Bureau of Safety
and Environmental Enforcement (“BSEE”) for drilling and well stimulation
activities under approved exploration or development plans. These approvals
include an Application for Permit to Drill (*APD’), which must be obtained prior to
drilling a well, and an Application for Permit to Modify (“APM”), which must be
obtained in the event a drilling plan is revised.

13. Oil production at the Heritage, Harmony, and Hondo Platforms is
currently suspended due to a third party’s May 2015 pipeline rupture in Santa
Barbara County, California. The ruptured pipeline currently serves as the transport
route for oil produced at ExxonMobil’s SYU Platforms. ExxonMobil continues to
evaluate options for restoring production operations.

14.  In order to re-start production, ExxonMobil anticipates that it will
require the use of certain acid well stimulation treatments at one or more wells.
Moreover, ExxonMobil will require acid well stimulation treatments to drill and
complete new wells, and recomplete existing wells, at SYU.

15. Plaintiffs in the above-captioned litigation seek to “[e]njoin Defendants
from issuing Permits (to Drill or to Modify) for well stimulation treatments, until

and unless Defendants comply with” the National Environmental Policy Act and
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the Endangered Species Act. Compl. For Declaratory & Injunction Relief, Prayer
for Relief 11 C, G, R. Doc. 1.

16. ExxonMobil has a significant and direct stake in the pending litigation.
Were the Plaintiffs in this litigation to prevail and to obtain the injunctions they
have requested, such injunctive relief would have a significant and direct effect on
ExxonMobil’s property, regulatory, and economic interests in its SYU leases and
permits. In particular, the requested relief could restrict ExxonMobil’s ability to
restart oil production at the Heritage, Harmony, and Hondo Platforms. It would
also severely restrict ExxonMobil’s plans to further develop its existing Pacific
OCS leases.

17. At a minimum, the requested injunction would substantially and
indeterminately delay ExxonMobil’s oil production activities. This would result in
increased costs in producing crude oil from the SYU, which could potentially
impede the development of the SYU and undermine ExxonMobil’s lease interests.

18. Further, the requested injunction could result in significant sums in
wasted investments and lost production opportunities.

19. In addition, ExxonMobil currently intends to continue to invest
substantially in its SYU leases in the future. In the ordinary course of its operations,
ExxonMobil will continue to evaluate and generate new opportunities to develop
the SYU leases including but not limited to the drilling of new wells and
stimulation of new and existing wells. These activities would require that
ExxonMobil obtain additional APDs and APMs. Any legal action that would result
in an injunction prohibiting the issuance of APDs and APMs would directly impact
these activities.

Iy
Iy
Iy
Iy
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I declare under penalty of perjury that the foregoing is true and correct to the
best of my knowledge and belief.
Executed on February fZ , 2017 in Spring, Texas.

K ) € Dot

Ken Dowd
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April 10, 2024

File Ref.: Leases 4977,
7163, 5515, 6371

Dylan Boyer (SENT VIA ELECTRONIC MAIL ONLY:
dylan.w.boyer@exxonmobil.com)
Exxon Mobil Corporation

Subject: Applications for Assignment of Lease, Santa Ynez Unit Facilities, Santa
Barabra County

Dear Mr. Boyer:

On March 13, 2024, Exxon Mobil Corporation (Exxon) submitted four
applications to assign its lease interest in the referenced leases to Sable Offshore
Corporation (Sable). Based on our review of the materials submitted with the
applications, it has been determined that the applications are complete for
purposes of the California Environmental Quality Act (CEQA) as of April 12, 2024.
For the purpose of processing the applications, Exxon may be requested to
clarify, amplify, correct, or otherwise supplement the information submitted on
the applications.

While the applications are complete for purposes of CEQA, staff require
additional information to continue processing the applications and prior to
scheduling them for the Commission’s consideration. Please provide the
following information at your earliest convenience.

1. Describe who will staff, operate, and maintain the three offshore
platforms, the Las Flores Canyon processing facility, lines 01/903, and
other Santa Ynez Unit (SYU) facilities under Sable’s ownership, including
the authorized improvements under leases 4977, 7163, 5515, and 6371.

o Organization chart and brief bios of staff's experience in operations
of these assets or similarly situated offshore oil and gas production
facilities.
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2. Provide a copy of the final, executed purchase and sales agreement
between Exxon and Sable.

3. Provide an organization chart and brief bios for the Sable senior
management team. Include all relevant information related to the
individual’s experience in the offshore oil and gas industry, including oil
and gas pipeline operation and maintenance, and when they last
worked in the industry.

4. Provide staff with contingency plans that Sable will implement during
periods of extended low oil prices, significant financial losses, and
bankruptcy.

5. Provide staff with information addressing how Sable will address
financing/operating the SYU if it remains shut-in longer than anficipated.

6. Provide copies of the bonds for Leases 5515 and 6371 and provide
verification from the bond issuer that they are in good standing.
o0 Lease 6371 requires a bond of $80,000, however, staff is only in
receipt of a $25,000 bond (Bond No. 019051655) issued by Liberty
Mutual Insurance Company in 2015.
o0 Lease 5515 requires a $30 million bond.

7. Update the attached timeline chart previously provided to staff on
January 25, 2023.

8. Provide an updated projected reserve and resource summary. The
previous summary was provided to staff on February 28, 2023 (attached).

9. Provide Sable Pro Forma projected financial statements (Balance Sheet,
Income Statement, and Statement of Cash Flows) for 2024 and any other
future periods.

10.0n February 28, 2023, Sable provided staff information related to plans for
restarting production at the SYU facilities (see response #1). Please
provide an update for each of the four primary workflows and the
projected SYU restart date. Also provide a detailed summary of the
process and timeline for restarting SYU operations.
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11.Provide a detailed summary of the process and timeline for bringing lines
901/903 back into operation.

12.Information detailing the economic life of the SYU facilities under a
reasonable range of oil price scenarios, taking into account per barrel
price fluctuations over the past 10 years. Sable previously provided
information to staff on February 28, 2023, under an assumed $50 flat Brent
crude price. Please provide the estimated economic life at varying oll
prices, specifically at $40, $80, and $100 per barrel.

13. List of financial securities for decommissioning the federal platforms
(including plugging the wells and removing the associated oll
infrastructure). Sable previously informed staff that the dollar amount of
these securities had not been determined as of February 28, 2023.

14.Provide an independent third party estimate for cost of removal for the
lease improvements for leases 4977 and 7163.

You will be advised as to the conduct and needs of this process as it
progresses. Please contact me at (916) 574-2275 or at Drew.Simpkin@slc.ca.gov,
if you have any questions concerning the applications.

Sincerely,

iss Somphr

Drew Simpkin
Public Land Management Specialist

Aftfachments

cc: Nathan Franka (nathan.p.franka@exxonmobil.com)
Steve Rusch (srusch@sableoffshore.com)
Chris Workman (CSLC)
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May 23, 2024

Dylan Boyer (SENT VIA ELECTRONIC MAIL ONLY:
dylan.w.boyer@exxonmobil.com)
Exxon Mobil Corporation

JENNIFER LUCCHESI, Executive Officer

916.574.1800

TTY CA Relay Service: 711 or Phone 800.735.2922
from Voice Phone 800.735.2929

or for Spanish 800.855.3000

Contact Phone: (916) 574-1900

File Ref.: Leases 4977,
7163, 5515, 6371

Subject: Applications for Assignment of Lease, Santa Ynez Unit Facilities, Santa

Barabra County

Dear Mr. Boyer:

On April 30, 2024, Exxon provided written responses to Commission staff’s
request for additional information, dated April 10, 2024. After reviewing Exxon'’s
responses, additional information is required to continue processing the
applications and prior to scheduling the proposed assignments for the
Commission’s consideration. Please provide the following information at your

earliest convenience.

Question/response #1:

e In accordance with Public Resources Code section 6804, subd. (b), which
allows the commission to consider the experience and managerial control
of the proposed assignee, we request an organizational chart of:

o Sable's senior management team; and

o Sable's staff who will operate and maintain the SYU assets, namely

the pipelines leased by the Commission.

This information is necessary to evaluate the qualifications and experience
of key personnel who will be responsible for managing the leases, ensuring

compliance with all terms and conditions.

Question/response #14

e Include the removal cost estimate for the three power cables under lease
7163 to the Petra cost estimate, dated April 24, 2024.
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Additionally, Exxon must provide evidence of a legal relationship with
Sable in order for Sable to operate the pipelines and other lease improvements.
An agreement between Exxon and Sable is required stating that Sable is
authorized (as a subcontractor, operator, agent, etc.) to operate the pipelines
and lease improvements on behalf of Exxon and that Sable will be acting as
Exxon's agent in the submission of required restart testing/inspections and other
required lease submissions until such time as the Commission authorizes the
assignments.

You will be advised as to the conduct and needs of this process as it
progresses. Please contact me at (?16) 574-2275 or at Drew.Simpkin@slc.ca.gov,
if you have any questions concerning the applications.

Sincerely,

b G

Drew Simpkin
Public Land Management Specidalist

cc: Nathan Franka (nathan.p.franka@exxonmobil.com)
Steve Rusch (srusch@sableoffshore.com)
Chris Workman (CSLC)
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May 23, 2024

Dylan Boyer (SENT VIA ELECTRONIC MAIL ONLY:
dylan.w.boyer@exxonmobil.com)
Exxon Mobil Corporation

JENNIFER LUCCHESI, Executive Officer

916.574.1800

TTY CA Relay Service: 711 or Phone 800.735.2922
from Voice Phone 800.735.2929

or for Spanish 800.855.3000

Contact Phone: (916) 574-1900

File Ref.: Leases 4977,
7163, 5515, 6371

Subject: Applications for Assignment of Lease, Santa Ynez Unit Facilities, Santa

Barabra County

Dear Mr. Boyer:

On April 30, 2024, Exxon provided written responses to Commission staff’s
request for additional information, dated April 10, 2024. After reviewing Exxon'’s
responses, additional information is required to continue processing the
applications and prior to scheduling the proposed assignments for the
Commission’s consideration. Please provide the following information at your

earliest convenience.

Question/response #1:

e In accordance with Public Resources Code section 6804, subd. (b), which
allows the commission to consider the experience and managerial control
of the proposed assignee, we request an organizational chart of:

o Sable's senior management team; and

o Sable's staff who will operate and maintain the SYU assets, namely

the pipelines leased by the Commission.

This information is necessary to evaluate the qualifications and experience
of key personnel who will be responsible for managing the leases, ensuring

compliance with all terms and conditions.

Question/response #14

e Include the removal cost estimate for the three power cables under lease
7163 to the Petra cost estimate, dated April 24, 2024.
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Additionally, Exxon must provide evidence of a legal relationship with
Sable in order for Sable to operate the pipelines and other lease improvements.
An agreement between Exxon and Sable is required stating that Sable is
authorized (as a subcontractor, operator, agent, etc.) to operate the pipelines
and lease improvements on behalf of Exxon and that Sable will be acting as
Exxon's agent in the submission of required restart testing/inspections and other
required lease submissions until such time as the Commission authorizes the
assignments.

You will be advised as to the conduct and needs of this process as it
progresses. Please contact me at (?16) 574-2275 or at Drew.Simpkin@slc.ca.gov,
if you have any questions concerning the applications.

Sincerely,

b G

Drew Simpkin
Public Land Management Specidalist

cc: Nathan Franka (nathan.p.franka@exxonmobil.com)
Steve Rusch (srusch@sableoffshore.com)
Chris Workman (CSLC)
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Additionally, Exxon must provide evidence of a legal relationship with

Sable in order for Sable to operate the pipelines and other lease improvements.

An agreement between Exxon and Sable is required stating that Sable is

authorized (as a subcontractor, operator, agent, etc.) to operate the pipelines

and lease improvements on behalf of Exxon and that Sable will be acting as

Exxon’s agent in the submission of required restart testing/inspections and other

required lease submissions until such time as the Commission authorizes the

assignments.
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August 16, 2024

File Ref.: Leases 4977,
7163, 5515, 6371

Dylan Boyer (SENT VIA ELECTRONIC MAIL ONLY) dylan.w.boyer@exxonmobil.com
Exxon Mobil Corporation

Subject: Applications for Assignment of Lease, Santa Ynez Unit Facilities, Santa
Barabra County

Dear Mr. Boyer:

| am writing in acknowledgment of, and in response to, Exxon's July 3,
2024, letter. In that letter, Exxon granted consent “to Sable’s direct engagement
with CSLC in regards to the submission, review and approval of the SYU PRIP by
Sable, provided that Exxon Mobil is fully informed of material updates in regard
to same, including any approvals thereof.”

In our earlier communication on May 23, 2024, Exxon was explicitly asked
to provide clear evidence of a legal relationship with Sable that would authorize
Sable to operate the pipelines and other lease improvements (please see the
attached for reference). Staff appreciates Exxon's efforts; however, the
response in your recent letter falls short of addressing the core issue. The
Commission’s engagement with Sable is not predicated on Exxon providing its
consent.

For staff’s review of the pending lease assignment applications, it is
imperative that Exxon formalizes its relationship through a binding agreement
with Sable regarding the use of the lease premises on state land. Importantly,
while each lease requires Commission authorization for assignment or sublease,
the leases also permit the existing lessee to allow employees, agents, servants,
and invitees to occupy or use any portion of the lease premises without specific
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Commission authorization.! This point is critical in light of Exxon's decision to
transfer ownership of the SYU assets to Sable while retaining the leases on state
land. Therefore, to facilitate staff's review of the pending applications, staff
expect Exxon to submit a copy of a formal agreement with Sable that links
Exxon’s ongoing status as a lessee with Sable’s authorization to operate on the
lease premises as an agent or equivalent, as permitted under the leases.

Please contact me at (916) 574-2275 or at Drew.Simpkin@slc.ca.gov, if you
have any questions concerning the applications.

Sincerely,

vy

Drew Simpkin
Public Land Management Specialist

Attachment(s): CSLC Letter to Exxon dated May 23, 2024

cc: Nathan Franka (nathan.p.franka@exxonmobil.com)
Steve Rusch (srusch@sableoffshore.com)
Stephen Laperous (slaperouse@sableoffshore.com)
Chris Workman (CSLC)

1 See e.g., Lease 5515, section 3 (General Provisions), paragraph 11(a). Each lease contains
similarly phrased language for this allowance.
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STATE OF CALIFORNIA — CALIFORNIA NATURAL RESOURCES AGENCY GAVIN NEWSOM, GOVERNOR

CALIFORNIA COASTAL COMMISSION

455 MARKET STREET, SUITE 300
SAN FRANCISCO, CA 94105-2421
VOICE (415) 904-5200

FAX (415) 904-5400

VIA CERTIFIED AND ELECTRONIC MAIL
February 18, 2025

Steve Rusch

Sable Offshore Corp.
12000 Calle Real
Goleta, CA 93117

DJ Moore

Latham & Watkins, LLP

355 South Grand Avenue, Suite 100
Los Angeles, California 90071

Subject: Executive Director Cease and Desist Order No. ED-
25-CD-01 and Notice of Intent to Commence
Proceedings for a Commission Cease and Desist
Order, Restoration Order, and Administrative

Penalty Order
Date Issued: 02/18/2025
Expiration Date: 05/19/2025
Violation Nos.: V-9-25-0013 and V-9-24-0152
Location: The properties that are subject to this order are at

various locations along the existing Las Flores Pipelines
CA-324 and CA-325 within the Coastal Zone, between
the Gaviota coast and the Las Padres National Forest,
and areas surrounding the pipelines that are being or
could be impacted by the development activities at issue
here, in which the parties subject to this order are
performing or intend to perform any of the activities
described below, all within Santa Barbara County. The
properties that are subject to the Notice of Intent to
commence further enforcement proceedings are those
same properties as well as areas previously impacted by
similar work and offshore locations along the larger
Santa Ynez Unit pipeline, in state waters, where the
parties subject to this notice have undertaken
unpermitted development in placing sand/cement bags
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and pallets on the seafloor below and adjacent to
Sable’s out-of-service offshore oil and water pipelines as
part of an effort to restart SYU oil production operations
and bring the pipelines back into use.

Violation Description: Activities onshore including, but not limited to,
excavation with heavy equipment; removal of major
vegetation; grading and widening of roads; installation of
metal plates over water courses; dewatering and
discharge of water; pipeline removal, replacement, and
reinforcement; installation of shutoff valves; and other
development associated with the Las Flores Pipelines
CA-324 and CA-325; as well as offshore development
including, but not necessarily limited to, placing
sand/cement bags and pallets on the seafloor below and
adjacent to Sable’s out-of-service offshore oil and water
pipelines; all without the requisite Coastal Act
authorization, as part of an effort to restart Santa Ynez
Unit oil production operations and bring the pipelines
back into use

Dear Sirs,

This is in furtherance of our discussions regarding the recent activities of Sable. | want to
note that we are not taking a position regarding the underlying merits of the pipeline and of
Sable’s recent activities here, but want to work with you to ensure that any actions taken
here, in this iconic area, are done in a way that protects the fragile ecosystem, and the
humans and animals in the area. We remain more than willing to work with you to ensure
that any work contains any necessary protections and conforms with applicable laws. We
again offer to work with you and the County on a consolidated permit to move forward in
the most efficient and streamlined manner possible and are available to discuss options
with you going forward.

1. Order

Pursuant to my authority under California Public Resources Code (“PRC”) Section 30809,
as the Executive Director of the California Coastal Commission (“Commission”), | hereby
issue this Executive Director Cease and Desist Order (“EDCDOQO” or “this Order”), which
orders you, Sable Offshore Corp. (“Sable”), as the owner and operator of Las Flores
Pipelines CA-324 and CA-325 (“Pipeline”), to cease further work along the Pipeline and
immediately surrounding areas unless and until authorized by a new, final coastal
development permit (“CDP”).2

" Please note that the description herein of the violations at issue is not necessarily a complete list of all
unpermitted development on the properties in violation of the Coastal Act.

2 A “final” coastal development permit as used here means one that is: (a) no longer subject to appeal, either
within the County system or to the Commission, and whether because the time period for such appeals has
elapsed or because all such appeals have been completed.
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Compliance with the following terms is intended to ensure that all development described
in Section E, below, remains halted, ensuring that further unnecessary damaging effects to
coastal resources are avoided, while Sable obtains the legally necessary authorization for
future, proposed development, and/or for any steps needed restore the site, as follows.

Pursuant to my authority under PRC Section 30809, | hereby order Sable:

1. To cease and desist from conducting any further development at the onshore
locations described above unless you have submitted evidence, for my review
and approval, demonstrating that you possess the necessary Coastal Act
authorization for the work and have received my written approval to proceed.

2. If you decide you wish to proceed, either: (a) demonstrate, to my satisfaction,
that Sable already possesses the necessary Coastal Act authorization for the
work, which Sable has not yet demonstrated;? or (b) obtain a new, final,
operative CDP or other valid Coastal Act authorization specifically covering the
work at issue and comply with the terms of any final, validly issued CDPs.

A. ENTITITES SUBJECT TO THE ORDER

The parties whose actions or inactions are subject to this Order are Sable Offshore Corp;
all employees, agents, and contractors of the foregoing; and any other person or entity
acting in concert with the foregoing.

B. IDENTIFICATION OF THE PROPERTIES

The properties that are subject to this are various locations along the existing Las Flores
Pipelines CA-324 and CA-325 within the Coastal Zone, between the Gaviota coast and the
Las Padres National Forest, areas surrounding the Pipeline and impacted by the
development activities at issue here, all within Santa Barbara County.

C. DESCRIPTION OF THE VIOLATIONS

The Coastal Act violations and threatened violations addressed by this Order involve
development that has occurred in the Coastal Zone without the requisite Coastal act
authorization, including, but not necessarily limited to, excavation with heavy equipment;
removal of major vegetation; grading and widening of roads; installation of metal plates
over water courses; placement of fill in wetlands and coastal waters; dewatering and
discharge of water; pipeline removal, replacement, and reinforcement; any installation of
shutoff valves; and other development associated with Pipeline.

D. COMMISSION AUTHORITY TO ACT

The Executive Director is issuing this Order pursuant to her authority under PRC Section
30809, including, but not necessarily limited to, subdivision (a)(2) thereof. The County has

3 We offer this option as an accommodation and remain willing to review and consider any additional permit
language Sable may provide at any time, including after issuance of this EDCDO.
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indicated that it believes the work at issue is authorized by prior permits, and thus, it does
not agree with Commission staff’'s conclusion that the recently completed, ongoing and
threatened, future work constitutes a violation of the Coastal Act and LCP. Commission
staff has explained its contrary position to the County on multiple occasions, most recently
in a letter dated February 14, 2025. In addition, on February 17, 2025, after a
representative of Sable responded to my request that Sable forestall further activities and
instead indicated that “Sable intends to proceed,”* Commission staff specifically requested
that the County either take enforcement action or confirm that they were, in fact, not willing
to take action to address the alleged violations noted above, pursuant to PRC Section
30809(a)(2). Having received no response from the County by 12pm February 18, 2025, |
am moving forward with issuing this EDCDO.

E. EXECUTIVE DIRECTOR'’S FINDINGS

As the Executive Director of the Commission, | am issuing this Order pursuant to my
authority under PRC Sections 30809(a) to prevent further significant damage to coastal
resources that, without this order, would be likely to occur. As noted in our Notice, Sable’s
continued work on the Pipeline would be likely to contribute to environmental impacts that
could have been avoided, including the destabilization of rain-soaked hillsides and habitat
areas, discharge of mud and debris into watercourses and wetlands, disturbance to
nesting birds that could lead to nest and habitat abandonment, and declines in breeding
success. Further, the history of this site has made it clear that the utmost caution, and
safety, must be taken to avoid catastrophic damage to coastal resources such as those
seen after the 2015 pipeline failure and resulting Refugio Oil Spill.

Commission enforcement staff informed Sable of the violations of the Coastal Act in an
initial Notice of Violation letter sent to Sable on September 27, 2024, a follow-up letter sent
October 4, 2024, and continued to discuss the violations in multiple virtual meetings over
the course of the following weeks. On November 12, 2024, an EDCDO was issued
directing Sable to immediately cease and desist from conducting any further unpermitted
development along the Pipeline, submit an interim restoration plan to safely secure those
sites where unpermitted development had occurred, and apply for a CDP for any proposed
future work to be undertaken along the Pipeline, as well as for after-the-fact (ATF)
authorization for unpermitted development that had already occurred. On February 11,
2025, Commission staff additionally issued a Notice of Violation letter for unpermitted
development undertaken by Sable at locations offshore, in state waters. A more detailed
recitation of the history is provided below.

With limited exceptions not applicable here, PRC Section 30600(a) states that, in addition
to obtaining any other permit required by law, any person wishing to perform or undertake
any development in the coastal zone must obtain a CDP. “Development” is defined by
Section 30106 of the Coastal Act as follows:

"“Development’ means, on land, in or under water, the placement or erection of any
solid material or structure; discharge or disposal of any dredged material or of any
gaseous, liquid, solid, or thermal waste; grading, removing, dredging, mining, or

4 February 17, 2025, letter from DJ Moore, of Latham & Watkins LLP, writing on behalf of Sable.
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extraction of any materials; change in the density or intensity of use of land,
including, but not limited to, subdivision pursuant to the Subdivision Map Act
(commencing with Section 66410 of the Government Code), and any other division
of land, including lot splits, except where the land division is brought about in
connection with the purchase of such land by a public agency for public recreational
use; change in the intensity of use of water, or of access thereto; construction,
reconstruction, demolition, or alteration of the size of any structure, including any
facility of any private, public, or municipal utility...” (emphasis added)

The Development described herein clearly constitutes “development” within the meaning of
the above-quoted definition and therefore requires a CDP. Sable has not submitted an
application for a CDP for any of its proposed future work at either onshore, or offshore
locations, as described above, nor has Sable submitted any ATF application for work
previously undertaken along the Pipeline and within the Coastal Zone.

On September 27, 2024, Commission staff sent a “Notice of Violation” letter informing
Sable that the Commission had become aware of unpermitted development activities
taking place within the Coastal Zone, including excavation with heavy machinery, grading,
and other activities at various locations along the Pipeline, apparently in connection with a
proposed restart of the Santa Ynez Unit, consisting of three offshore platforms, Las Flores
Canyon processing facility, and associated electrical transmission and onshore and
offshore oil and gas transport pipelines. Commission staff requested Sable immediately
cease all unpermitted development within the Coastal Zone, including all activities
associated with Lines 324 and 325, as well as any potential development activities taking
place along the offshore platforms and Pipeline. Commission staff further detailed the need
for Coastal Act authorization for any development in the Coastal Zone, which should be
sought through the submittal of an application(s) for the required CDP(s).

On October 1, 2024, Sable met with Commission staff to discuss the above-mentioned
Coastal Act violations. In this conversation, Commission staff conveyed to Sable that all
unpermitted development activities, along the Pipeline, must cease immediately.
Immediate cessation of all work would result in several open pit sites, where excavation
activities had already begun. Because of this, Commission staff and Sable discussed
steps necessary to ensure the open pit sites could be temporarily secured. However, my
staff made it clear to Sable that all work must stop immediately. Nonetheless, Commission
staff received an email from Sable on October 2, 2025, stating that work had been
suspended, “subject to taking interim measures”. Commission staff met with Sable on
October 3, 2025, to reiterate that all work must fully cease, and including any such “interim
measures” which still amounted to development requiring Coastal Act authorization.

Despite these conversations, Commission staff received notice that Sable had yet to cease
all work. Thus, on October 4, 2024, Commission staff sent a letter to Sable providing
formal notice of the Executive Director’s intent to issue an order, if necessary, to halt the
ongoing project work, and requested written assurances by 2:00 pm that day, that Sable
had, in fact ceased work entirely. Though Sable did send an email to Commission staff
before this deadline to state that all work, including the actions in which Sable
characterized as interim work measures, had ceased, Commission staff continued to
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receive messages that work had not ceased and therefore, again, requested Sable provide
written assurances that all work had, in fact, ceased. In response, Sable, confirmed all
work, including any such interim measures, had ceased.

In addition to the cessation of all work, the October 4, 2024 letter required Sable provide
information as to work undertaken along the Pipeline, specific plans as to future, proposed
work, and written confirmation of intent to apply for a CDP(s) for ATF authorization for any
work that had already occurred in the Coastal Zone and prospective authorization for any
proposed future work.

Because Sable did not satisfactorily provide, as required by PRC Section 30809, detailed
information as requested in Commission staff's October 4 letter, and further, failed to
provide written confirmation as to its commitment to apply for an ATF CDP for work
previously undertaken within the Coastal Zone, | issued a EDCDO on November 12, 2024.
In this EDCDO, | directed Sable to complete an Interim Restoration Plan to safely secure
the sites in the interim period necessary for Sable to apply for both an ATF CDP for all
work previously undertaken along the Pipeline as well as CDP for future, proposed work.
As an accommodation, | granted 120 days from the issuance of the EDCDO for Sable to
apply for requisite CDPs. On December 20, 2024, Sable successfully completed the
Interim Restoration Plan. However, to date, Sable has not submitted any application for an
ATF CDP for work previously undertaken, or for a CDP for any future, proposed work to be
taken along the Pipeline. Commission staff had repeatedly asked for greater information,
including any full-scale workplans, so as to better understand the overall project. Without
detailed information as to these plans, it is difficult for Commission staff to fully understand
the scope of the work Sable has undertaken, as well as any proposed future plans and it is
further difficult for Commission staff to provide a fully analysis as to what, if any, work has
been authorized under applicable law.

Instead, Sable shifted operations offshore and carried out additional development activities
without the benefit of a CDP including, but not limited to, the deployment of an unspecified
number of “tea-bag pallets,” sand-to-concrete bags, and soft-concrete bags, as part of an
effort to restart oil production operations and bring the Santa Ynez Unit pipeline back into
use. Specifically, the project deployed a remotely operated vehicle (“ROV”) to place
concrete bags and pallets along more than 750 linear feet of the pipelines to create
support piers along 14 identified spans of between 41 and 70 feet. These activities took
place over three days from November 29, 2024, to December 1, 2024.

Sable also sought authorization for the onshore violations described in the EDCDO
through the County’s zoning clearance process. On November 22, 2024, and December 5,
2024, Sable submitted applications to the County requesting authorization for pipeline
“anomaly repair work” conducted along the Las Flores Pipelines, CA-324 and CA-325.

On January 10, 2025, the Commission held a conference call with the Santa Barbabra
County Planning and Development Department (“County”) to discuss Sable’s pending
Zoning Clearance applications, as well as the potential for a consolidated coastal
development permit covering both onshore and offshore development activities. During
this conversation, the County agreed to follow up with information, including the citations



Sable Offshore Corp.
02/18/2025
Page 7 of 14

and provisions within existing County issued permit(s) that the County believed might have
pre-authorized the recently completed and proposed Pipeline work, as well as any other
evidence Sable provided that the County found to be compelling. The parties to the call
further confirmed that they would have a follow-up discussion before any County approval
of Sable’s Zoning Clearance applications. Despite this, however, no such information was
received, and the Commission, therefore, followed up on this conversation through email,
on February 7, 2025, again requesting this information.

On February 12, 2025, Commission staff received a letter from the County, in response to
the prior request made by Commission staff that the County agree to the Commission’s
review of a consolidated permit application, pursuant to California Public Resources Code
section 30601.3(a)(2). In this letter, the County stated that it had concluded that the
“anomaly repair work” addressed in Sable’s zoning clearance applications “is authorized
by existing permits” and therefore no further application to, or action by, the County is
required. However, the County expressed its support for the Commission’s review of a
consolidated permit application, if submitted by Sable.

In addition to this letter, the County provided the Commission with copy of an additional
letter, which the County sent to Sable, notifying Sable that work addressed in Sable’s
zoning clearance permits “is covered by prior permits,” though neither letter provided any
citation to or quotation of any language in any such permits to support this assertion.

In response to these two letters and a February 14 request from the Environmental
Defense Center, on February 16, 2025, | issued a letter to the County initiating a review of
the County’s determination, pursuant to Section 13569 of the Commission’s regulations,
and requesting a complete copy of any coastal development permit applications submitted
by Sable and/or its predecessor(s) for the shutoff valve installation work on the Pipeline
and Sable’s application for the zoning clearance(s) for the repair anomaly work along the
Pipeline.

Additionally, on February 16, 2025, | provided Sable with notice of my intention to issue a
new EDCDO to Sable. In this letter, | responded to arguments that Sable submitted on
February 14, purporting to support the position the County had taken, and | explained why,
despite those argument, based on the information | had received to date, | continued to
believe that Sable’s proposed activities lacked the necessary Coastal Act authorization. |
therefore directed Sable to confirm in writing by February 17, 2025, that Sable would
cease all development as described in, and subject of, that letter unless and until Sable
either: (a) demonstrates, to my satisfaction, that it already possesses the necessary
Coastal Act authorization for the work, which Sable has not yet demonstrated.®> On
February 17, 2025, | received a letter from Sable reiterating their position that Sable’s work
“‘does not constitute a violation of the Coastal Act or the County’s LCP because it is
authorized under the pipelines’ existing CDPs and other approvals,”.

As a jurisdictional requirement to issue this Order, | have determined that Sable is
undertaking or is threatening to undertake development that may require a CDP, without

5 We offer this option as an accommodation and remain willing to review and consider any additional permit
language Sable may provide either before, or after, issuance of Coastal Act authorization.
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first securing a CDP and further determined Santa Barbara County has declined to act in a
timely manner regarding the coastal act violations as detailed in the EDCDO, and this
failure to act will cause damage to coastal resources.

Thus, as of the issuance of this Order, | have concluded that Sable has yet to apply for any
CDP, or other valid Coastal Act authorization, covering the work at issue, nor has Sable
demonstrated that it possesses the necessary Coastal Act authorization for this work. As
such, | am issuing this EDCDO pursuant to my authority under PRC Sections 30809(a)(2).

F. COMPLIANCE OBLIGATION

Respondent’s strict compliance with this Consent Order is required. Failure to comply with
any term or condition of this Consent Order, including any deadline contained herein,
unless the Executive Director grants an extension under Section 1.5, above, will constitute
a violation of this Consent Order and shall result in Respondent being liable for stipulated
penalties in the amount of $1,000 per day per violation. Respondent shall pay stipulated
penalties within 10 days of receipt of written demand by the Executive Director, regardless
of whether Respondent subsequently complies. If Respondent violates this Consent Order,
nothing in this agreement shall be construed as prohibiting, altering, or in any way limiting
the ability of the Commission to seek any other remedies available, including the
imposition of civil penalties and other remedies pursuant to PRC Sections 30820, 30821,
30821.6, and 30822, as a result of the lack of compliance with this Consent Order.

G. CHALLENGE

Pursuant to PRC Section 30803(b), any person or entity to whom this Consent Order is
issued may file a petition with the Superior Court and seek a stay of this Consent Order.
Also pursuant to PRC Section 30803(a), any person may maintain an action for
declaratory and equitable relief to restrain any violation of this division, including of any
orders issued pursuant to Section 30809, 30810 or 30811.

H. EFFECTIVE DATE

This Order shall be effective upon its issuance and shall expire 90 days from the date
issued on 02/18/2025 unless extended consistent with the applicable regulations.

Il NOTICE OF INTENT TO COMMENCE A CEASE AND DESIST ORDER,
RESTORATION ORDER, AND ADMINISTRATIVE CIVIL PENALTY
PROCEEDINGS

While we hope that these matters can be addressed quickly via the EDCDO and that a
Commission-issued order may not be necessary, | am also notifying you, as is provided for
in Section 13187(B) and Section 13191(a) of the Commission’s regulations (Title 14,
Division 5.5 of the California Code of Regulations), of my intent to commence proceedings
for issuance by the Commission of a Cease and Desist Restoration Order and
Administrative Penalty Proceeding, which would include a direction to cease and desist
from undertaking further unpermitted development, should such an order be required.
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The EDCDO provides an interim solution to safeguard against damage to coastal
resources immediately, and an interim period needed for Sable to obtain necessary CDPs.
However, it does not address the work that has already been completed without the
necessary authorization, including the additional work described below which will require a
future order.

In addition to the above actions regarding Sable’s unpermitted development activities
undertaken onshore, Commission staff were additionally made aware of unpermitted
activities undertaken offshore, at locations along the Santa Ynez Unit pipeline, and in state
waters. On February 11, 2025, Commission staff provided a Notice of Violation letter to
Sable regarding unpermitted development including, but not limited to, deploying
sand/cement fill materials and pallets on the seafloor adjacent to and below Sable’s out-of-
service offshore oil and water pipelines as part of an effort to restart SYU oil production
operations and bring the Pipeline back into use.

In an email sent on November 21, 2024, from Cassidy Teufel, Deputy Director of the
Commission, to Steve Rusch of Sable, Mr. Teufel stated that it was his understanding,
based on previous email correspondence, that Sable was not proceeding with any work
associated with the offshore pipeline until Commission staff had an opportunity to discuss
it and work through any authorizations that may be required. He noted that Mr. Rusch had
indicated via email that a recent ROV survey had identified pipeline spans that Sable
identified as needing to be addressed, and Mr. Teufel asked for clarification as to when
this work was carried out, and for a description of its scope, including equipment and
vessels used and the location, timing, and duration of that work. Mr. Teufel also reiterated
that Sable needed to submit to the Commission a complete CDP application for the
proposed span remediation work. Mr. Rusch never disputed or contested anything in this
email from Mr. Teufel. Nevertheless, without having received any such application, circa
mid-December 2024, the Commission received reports that span remediation work was
underway.

On January 10, 2025, Mr. Teufel sent a follow up message informing Sable that the
Commission had yet to receive the aforementioned permit application, and requesting a
status update. The January email also asked Sable to clarify if Sable did in fact carry out
activities and reemphasized the Coastal Act permitting requirements as previously
explained.

In a letter dated January 15, 2025, from DJ Moore of Latham & Watkins, LLC (representing
Sable) to Mr. Teufel, Mr. Moore acknowledged that the span remediation activities had
occurred, specifically the placement of concrete fill material across 14 separate areas
totaling over 750 linear feet adjacent to and below two seafloor pipelines, but claimed
those activities did not require a new CDP or Consistency Certification (“CC”) under the
Coastal Act and the Coastal Zone Management Act, 16 U.S.C. §§ 1541 et seq. (“CZMA”),
respectively. He asserted that these activities were already authorized by the existing
Development and Production Plan (“DPP”) previously authorized by the Department of the
Interior's Minerals Management Service (“MMS”); the Coastal Commission-approved CDP
No. E-88-1, which originally authorized the SYU pipeline in 1988; and the Coastal
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Commission’s concurrence in CC No. CC-64-87, all of which occurred more than 30 years
ago and did not address the work undertaken in 2024-2025. Thus, on February 11, 2025,
Commission staff issued a Notice of Violation letter directing Sable to immediately cease
from performing any unpermitted development activities in state coastal waters (or
elsewhere in the Coastal Zone) until and unless proper authorization is obtained.

Contrary to these claims, and as individually answered and described in greater detail in
the Notice of Violation letter, the span remediation work conducted was not, and could not
have been, pre-authorized by the permit in which the Commission issued for the original
installation of the SYU Pipeline, nor was this work otherwise pre-authorized by the
Commission. While the Commission has, on occasion in the past, specifically authorized
future maintenance activities for certain projects it has approved, when it has done so, it is
explicit about that, and it has not done so here. Further, Mr. Moore’s claim that the DPP
requires the pipeline to be in “good working condition” or that the Pipeline must meet
federal standards has no bearing on the question as to whether pre-authorization of
specific work was granted. The Pipeline in question is not currently in service, have been
purged off all oil and does not pose a risk of oil spill if not addressed. Mr. Moore’s letter
additionally asserts that inclusion of Commission staff on an email, sent from Exxon to a
third party, 13 years ago, evidences the Commission’s agreement with Sable’s position
that no further coastal act authorization is needed for this work. Again, this bears no
evidence to support that the Commission pre-authorized future work or span remediation
activities on the site.

In order to resolve this violation, Sable must complete a CDP application seeking ATF
authorization for the unpermitted span remediation activities that have already taken place
in state coastal waters, and which addresses any necessary restoration, and payment of
administrative penalties to resolve civil liability.

| am hopeful that Sable will work with my staff to reach a consensual resolution of the
entirety of this matter through a future Consent Cease and Desist Order and Restoration
Order and Consent Administrative Penalty (“Consent Agreement”), which would then be
taken to the California Coastal Commission (“Commission”) for its approval in a formal
public hearing. We are available to assist you in this process.

Prior to bringing an order to the Commission, including a consent order, unless the
requirement is waived, our regulations require notification of the initiation of formal
proceedings. Therefore, in accordance with those regulations, this letter notifies you of my
intent, as the Executive Director of the Commission, to commence formal enforcement
proceedings to address the Coastal Act violations noted above by bringing to the
Commission a recommendation for a Cease and Desist Order, Restoration Order, and
assessment of an Administrative Penalty. The intent of this letter is not to discourage or
supersede productive settlement discussions; rather it is to provide formal notice of our
intent, consistent with our regulations, to resolve these issues through the order process,
which in no way precludes a consensual resolution. However, please note that should we
be unable to reach an amicable resolution in a timely manner this letter also lays the
foundation for Commission staff to initiate a hearing before the Commission unilaterally,
during which a proposed order or orders, including an assessment of administrative



Sable Offshore Corp.
02/18/2025
Page 11 of 14

penalties against you, would be presented for the Commission’s consideration and
possible adoption.

Again, if we are to settle this matter, such actions still must be addressed through this
formal order process. This letter is intended to facilitate the resolution here, whether we
address this matter through a consent or unilateral action, in providing you with the notice
required under the Commission’s Regulations; it in no way is intended to subvert the
possibility of resolving this matter collaboratively.

The Commission’s authority to issue Cease and Desist Orders is set forth in Section
30810(a) of the Coastal Act, which states, in part:

If the commission, after public hearing, determines that any person ... has
undertaken, or is threatening to undertake, any activity that (1) requires a
permit from the commission without securing the permit or (2) is inconsistent
with any permit previously issued by the commission, the commission may
issue an order directing that person ... to cease and desist. The order may
also be issued to enforce any requirements of a certified local coastal
program or port master plan, or any requirements of this division which are
subject to the jurisdiction of the certified program or plan, under any of the
following circumstances:

(1) The local government or port governing body requests the
commission to assist with, or assume primary responsibility for,
issuing a cease and desist order.

(2) The commission requests and the local government or port
governing body declines to act, or does not take action within a
timely manner, regarding an alleged violation which could cause
significant damage to coastal resources.

Section 30810(b) of the Coastal Act states that the cease and desist order may be subject
to such terms and conditions that the Commission determines are necessary to ensure
compliance with the Coastal Act, including removal of any items of unpermitted
development.

Section 30600(a) of the Coastal Act states that, in addition to obtaining any other permit
required by law, any person wishing to perform or undertake any development in the
Coastal Zone must obtain a CDP through Section 35-169.2 of the County’s certified LCP.
As stated above, “Development” is defined by Section 30106 of the Coastal Act and
Section 35-58 of the City’s LCP.

The various instances of unpermitted development at issue here clearly constitute
“‘development” within the meaning of the above-quoted definition and therefore are subject
to the permit requirement of Section 30600(a) and Section 312-3.1.5 of the County’s
certified LCP. A CDP has not been issued to authorize the unpermitted development, thus
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independent criteria for issuance of a cease and desist order under Section 30810(a) of
the Coastal Act are thus satisfied.

In addition to the aforementioned items, any resolution of this matter via Consent
Agreement would also include settlement of monetary claims associated with your civil
liability under the Coastal Act for these violations. If a consensual resolution is not
reached, resolution of penalties under Section 30821.3 of the Coastal Act would be
addressed unilaterally via an Administrative Penalty Action, as described below.

Restoration Order

The Commission’s authority to issue Restoration Orders is set forth in Section 30811 of the
Coastal Act, which states, in part:

In addition to any other authority to order restoration, the commission...may,
after a public hearing, order restoration of a site if it finds that the
development has occurred without a coastal development permit from the
commission..., the development is inconsistent with this division, and the
development is causing continuing resource damage.

Pursuant to Section 13191 of the Commission’s regulations, | have determined that the
activities specified in this letter meet the criteria of Section 30811 of the Coastal Act, based
on the following:

1) “Development” as that term is defined by section 30106 of the Coastal Act, has
occurred without a CDP from the Commission.

2) This unpermitted development is inconsistent with the resource protection policies
of the Coastal Act including, but not necessarily limited to Coastal Act Section
30240 (protection of environmentally sensitive habitat areas), Section 30233
(protection of wetlands from filling), Section 30230 (protection of marine resources)
and Section 30231 (protecting biological productivity).

3) The unpermitted development remains in place and/or unaddressed and therefore
continues to cause resource damage, which is defined by Section 13190 of the
Commission’s regulations as: “any degradation or other reduction in quality,
abundance, or other quantitative or qualitative characteristic of the resource as
compared to the condition the resource was in before it was disturbed by
unpermitted development.” The unpermitted development continues to exist and
therefore, it continues to cause damage to resources and prevent the Coastal Act
resources that were displaced from re-establishing, and it continues to cause
degradation and reduction in quality of surrounding resources as compared to their
condition before the unpermitted development occurred.

For the reasons stated above, | am therefore issuing this “Notice of Intent” letter to
commence proceedings for a Restoration Order before the Commission in order to require
the restoration of the Property. The procedures for the issuance of Restoration Orders are
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described in Sections 13190 through 13197 of the Commission’s regulations, which are
codified in Title 14 of the California Code of Regulations.

Administrative Civil Penalties, Civil Liability, and Exemplary Damages

Under Section 30821.3 of the Coastal Act, in cases involving violations of the Coastal Act,
the Commission is authorized to impose administrative civil penalties by a majority vote of
the Commissioners present at a public hearing. In this case, as described above, there are
multiple violations of the resource protection provisions of the Coastal Act; and therefore,
the criteria of Section 30821.3 have been satisfied. The penalties imposed may be in an
amount up to $11,250, for each violation, for each day each violation has persisted or is
persisting, for up to five (5) years. In addition, the 60-day time period to correct a violation
that is allowed under the statute does not apply to violations of a CDP. If a person fails to
pay an administrative penalty imposed by the Commission, under 30821.3(e) the
Commission may record a lien on that person’s property in the amount of the assessed
penalty. This lien shall be equal in force, effect, and priority to a judgment lien.

The Coastal Act also includes several other penalty provisions that may be applicable as
well. Section 30820(a)(1) provides for civil liability to be imposed on any person who
performs or undertakes development without a CDP and/or that is inconsistent with any
CDP previously issued by the Commission in an amount that shall not exceed $30,000 and
shall not be less than $500 for each instance of development that is in violation of the
Coastal Act. Section 30820(b) provides that additional civil liability may be imposed on any
person who performs or undertakes development without a CDP and/or that is inconsistent
with any CDP previously issued by the Commission when the person intentionally and
knowingly performs or undertakes such development. Civil liability under Section 30820(b)
shall be imposed in an amount not less than $1,000 per day and not more than $15,000
per day, for each violation and for each day in which each violation persists. Section
30821.6 also provides that a violation of a Cease and Desist Order of the Commission can
result in civil liabilities of up to $6,000 for each day in which each violation persists. Lastly,
Section 30822 provides for additional exemplary damages for intentional and knowing
violations of the Coastal Act or a Commission Cease and Desist Order.

Response Procedure

In accordance with Sections 13181(a) and 13191 of the Commission’s regulations, you
have the opportunity to respond to the Commission staff’s allegations as set forth in this
notice of intent to commence Cease and Desist and Restoration Order proceedings by
completing the enclosed statement of defense (“SOD”) form. The SOD form would be
directed to the attention of Stephanie Cook, no later than March 10, 2025.

We remain hopeful that we can reach an agreeable solution and that a Consent Order will
fully address this matter so that we will not have to resort to bringing a formal action before
our Commission. This additional notice to commence Commission proceedings is to give
us options for the possibility that Sable fails to comply with the Consent Order or that the
actions required in the Consent Order do not completely resolve the violations. Therefore,
should this matter be resolved via the Consent Order (or if we do have to proceed with a
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Commission action and we are able to still resolve this matter via a Consent Commission
Order), an SOD form would not be necessary. In any case and in the interim, staff would
be happy to accept any information you wish to share regarding this matter and staff can
extend deadlines for submittal of the SOD form to account for the goal of resolving this via
this Consent Order and specifically allow additional time to discuss terms of Commission
consent orders if that is necessary. If it is necessary, Commission staff would schedule
the hearings for the Cease and Desist and Restoration Order for the Commission’s April or
May 2025 hearing. Again, we are hopeful that this matter can be fully resolved by
compliance with this Consent Order and there will not be a need to commence a formal
proceeding before the Commission.

For additional information you may contact Stephanie Cook at (415) 904-5220,
Stephanie.Cook@Coastal.ca.gov, or at our Headquarters Enforcement Office at:

California Coastal Commission
Attn: Stephanie Cook

455 Market Street, Suite 300
San Francisco, CA 94105

Again, we remain willing and available to work with you to resolve these matters quickly
and amicably and look forward to hearing from you.

Signed,

C.e.

Kate Huckelbridge
Executive Director
California Coastal Commission

Enclosure: Notice of Intent to Issue an Executive Director's Cease and Desist Order,
dated February 16, 2025
Statement of Defense Form

Cc:
Lauren Paull, Latham & Watkins, LLP
Cassidy Teufel, CCC, Deputy Director
Lisa Haage, CCC, Chief of Enforcement
Aaron McLendon, Deputy Chief of Enforcement
Alex Helperin, CCC, Deputy Chief Counsel
Sarah Esmaili, CCC, Senior Staff Attorney
Wesley Horn, CCC, Environmental Scientist
Stephanie Cook, CCC, Enforcement Counsel
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ANERE United States Department of the Interior st v

Ventura Fish and Wildlife Office
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YIS\ U.S. FISH AND WILDLIFE SERVICE
“ '§ Ecological Services

b, o 2493 Portola Road, Suite B
4RCH 3,12 Ventura, California 93003

IN REPLY REFER TO:
2025-0023498

November 25, 2024

Stephen T. Laperouse

Vice President Land

Sable Offshore Corporation
845 Texas Avenue, Suite 2920
Houston, Texas 93117

Subject: Sable Offshore Pipeline 324/325 Valve Replacement and Maintenance Activities,
Santa Barbara County, California

Dear Stephen T. Laperouse:

The U.S. Fish and Wildlife Service (Service) would like to call to your attention the potential
presence of the federally endangered Santa Barbara distinct population segment of the California
tiger salamander (Ambystoma californiense; DPS) along the alignment of subject pipeline in
northwestern Santa Barbara County (Figure 1). The segment of pipeline that runs from Highway
246 to the Sisquoc River is within the known range of the DPS and is presumed to be occupied
habitat for the California tiger salamander. Ground disturbing activities associated with valve
replacement, pipeline maintenance, and other activities occurring within the range of the
California tiger salamander could injure or kill this species.

The California tiger salamander is a large, terrestrial salamander that spends most of its life in
underground burrows. California tiger salamanders inhabit low elevation vernal pools and
seasonal ponds and associated grassland, oak savannah, and coastal scrub plant communities of
the Santa Maria, Los Alamos, and Santa Rita Valleys in northwestern Santa Barbara County.
Although adult California tiger salamanders spend most of their time in underground burrows in
upland habitats, their reproduction and juvenile development is tied to aquatic habitat. Studies
show that they can disperse over a mile from their breeding pond. Historically, this species bred
primarily in natural vernal pools, but due to the loss of most of these habitats they now primarily
breed in human-made stock ponds created for ranching and agricultural purposes. The primary
cause of the decline of the Santa Barbara County population of the California tiger salamander is
the loss, degradation, and fragmentation of habitat due to human activities. Currently, there are
approximately 60 known breeding ponds in northern Santa Barbara County.

The Service is responsible for administering the Endangered Species Act of 1973 as amended
(Act). Section 9 of the Act prohibits the taking of any federally listed endangered wildlife
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species; by regulation, this prohibition also applies to certain wildlife species federally listed as
threatened. “Take” as defined under the Act means “to harass, harm, pursue, hunt, shoot, wound,
kill, trap, capture, or collect, or to attempt to engage in such conduct.” “Harm” means an act
which actually kills or injures wildlife, which may include significant habitat modification or
degradation where it actually kills or injures wildlife by significantly impairing essential
behavioral patterns, including breeding, feeding or sheltering. 50 C.F.R. 17.3. The Act provides
for civil and criminal penalties for the unlawful taking of listed wildlife species. Take incidental
to otherwise lawful actions may be authorized by the Service in two ways: through interagency
consultation for projects with Federal involvement pursuant to section 7, or through the issuance
of an incidental take permit under section 10(a)(1)(B) of the Act.

Pipeline valve replacement and maintenance activities along Sable’s pipeline has the potential to
result in “take” as defined in Section 3(19) of the Act. Take resulting from valve replacements
and maintenance has not been exempted nor permitted by the Service and may be in violation of
Federal law. To be in compliance with Federal law and should take occur, Sable should either (a)
obtain exemption from the prohibitions against take in section 9 of the Act pursuant to section 7
or (b) obtain take authorization pursuant to section 10(a)(1)(B) of the Act. Unless a Federal
nexus exists that could cover the entire action area under an interagency consultation pursuant to
section 7, we recommend that you initiate work with us immediately to seek an incidental take
permit through the habitat conservation planning process, pursuant to section 10(a)(1)(B) of the
Act.

On June 27, 2022, we issued the General Conservation Plan for Oil and Gas Activities (GCP),
which can be found here: General conservation plan for oil and gas activities (fws.gov). The
GCP is another option, not mentioned above, for an applicant to obtain an ITP. The GCP covers
activities such as geophysical exploration (seismic), development, extraction, storage, transport,
remediation, and/or distribution of crude oil, natural gas, and/or other petroleum products and
construction, maintenance, operation, repair, and decommissioning of oil and gas pipelines and
well field infrastructure. The segment of pipeline from Highwyay 246 to the Sisquouc River is
within the GCP coverage area that generally encompasses the Santa Maria Valley, San Antonio
Creek Watershed, Lompoc Valley, Santa Ynez Valley, and a portion of the Santa Barbara
Coastline.

Additional information regarding HCPs and the GCP can be found at the following link:
HABITAT CONSERVATION PLANS AND GENERAL CONSERVATION PLANS |
FWS.gov. Using the GCP is relatively simple and expedient way to obtain an ITP and as such we
encourage Sable Offshore Corporation to use this streamlined approach. If you have any
questions or would like to schedule a meeting, please contact Joseph Brandt of my staff at (805)
677-3324.

Sincerely,

Stephen P. Henry
Field Supervisor


https://www.fws.gov/sites/default/files/documents/Final%20General%20Conservation%20Plan%20for%20Oil%20and%20Gas%20Activities%20June%202022.pdf
https://www.fws.gov/media/habitat-conservation-plans-and-general-conservation-plans
https://www.fws.gov/media/habitat-conservation-plans-and-general-conservation-plans

Stephen T. Laperouse

cc:
Manisa Kung, Office of Law Enforcement

Steve Gibson, California Department of Fish and Wildlife
Patrice Surmeier, Sable Offshore Corporation

Errin Briggs, County of Santa Barbara

David Wolff, David Wolff Environmental, LLC

Dr. Aaron Allen, Army Corp of Engineers

Jeff Starosta, Bureau of Land Manangement

Lisa Haage, California Coastal Commission

David Betz, U.S. Forest Service
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Potential Distribution of California Tiger Salamanders: Santa Barbara County DPS With California Tiger Salamander Metapopulation Areas
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Figure 1. Distribution of Santa Barbara County California Tiger Salamanders.
Metapopulation areas encompass the general area of current occurrences and associated habitat
and outline the general areas where recovery actions will be focused. Potential Distribution

includes the general area of suitable habitat within the range of the species that is currently
occupied or has the potential to become occupied.
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Central Coast Regional Water Quality Control Board

December 13, 2024

Sable Offshore Corp VIA CERTIFIED MAIL AND EMAIL
Steven Rusch, Vice President RETURN RECEIPT REQUESTED
845 Texas Avenue, Ste 2920 7020 1810 0002 0768 8031

Houston, Texas 77002
Email: SRusch@sableoffshore.com

Sable Offshore Corp VIA CERTIFIED MAIL
Amanda Garcia RETURN RECEIPT REQUESTED
Agent for Service of Process 7019 1640 0000 7902 2374

330 N Brand Blvd
Glendale, CA 91203

Dear Steven Rusch:

ENFORCEMENT PROGRAM: SABLE OFFSHORE CORP, SANTA BARBARA
COUNTY - NOTICE OF VIOLATION FOR UNAUTHORIZED DISCHARGE OF WASTE
TO WATERS OF THE STATE, SANTA BARBARA COUNTY

The California Regional Water Quality Control Board, Central Coast Region (Central
Coast Water Board) is a state regulatory agency with responsibility for protecting the
quality of the waters of the state within its area of jurisdiction. The Central Coast Water
Board has authority to require submission of information, direct action, establish
regulations, levy penalties, and bring legal action when necessary to protect water
quality.

The Central Coast Water Board has evidence of unauthorized discharge of waste to
waters of the state at an ephemeral stream in Santa Barbara County located at
approximately 34° 28'6.4" N, 120° 06' 22.5" W, upstream of Hwy 101 at postmile 39,
just east of Baron Ranch Trailhead. The unauthorized discharge of waste is a potential
violation of the California Water Code. This notice of violation describes the alleged
violation, summarizes potential monetary liability, and provides direction on corrective
actions.

Summary

In August 2024, Central Coast Water Board staff were made aware of pipeline
remediation work along Sable Offshore Corp.’s (Sable) Line 324 (formerly Line 901) and
Line 325 (formerly Line 903) along the Gaviota Coast in Santa Barbara County. At that
time, Central Coast Water Board staff April Woods contacted Sable representative
Steve Rusch to inquire about the potential for project impacts to waters of the state.

Jane Gray, CHaIR | Rvan E. Lopce, Executive OFFICER

895 Aerovista Place, Suite 101, San Luis Obispo, CA 93401 | www.waterboards.ca.gov/centralcoast
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Central Coast Water Board staff informed Steve Rusch that intermittent and ephemeral
streams are waters of the state. Mr. Rusch confirmed his knowledge of the regulatory
requirements and confirmed Sable had surveyed all work locations and found no project
impacts to waters of the state.

In early October 2024, the Central Coast Water Board received a citizen complaint of
multiple land disturbances across what appeared to be waters of the state on the
Gaviota Coast at various Sable pipeline remediation project sites. April Woods again
contacted Mr. Rusch and requested access to the project site to conduct an inspection.

California Water Code section 13050 defines waters of the state as “any surface water
or groundwater, including saline waters, within the boundaries of the state.” Surface
waters of the state include but are not limited to wetlands; perennial, intermittent, and
ephemeral streams; rivers; lakes; bays; and coastal ocean waters. Ephemeral streams
collect, contain, and transport water on the surface of the landscape and are therefore
surface waters of the state. As an example, the Statewide General Waste Discharge
Requirements for Dredged or Fill Discharges to Waters Deemed by the U.S. Army
Corps of Engineers to be Outside of Federal Jurisdiction (General WDRs WQO 2004-
0004) determines that headwaters, defined as intermittent and ephemeral drainages,
constitute waters of the state.’

On November 4, 2024, Central Coast Water Board staff inspected various project work
locations. During this inspection, Central Coast Water Board staff observed and
documented the following evidence demonstrating the drainage feature located at
approximately 34° 28'6.4" N, 120° 06' 22.5" W is an ephemeral stream and a water of
the state:

1. Fluvial geomorphological features, including a visibly identifiable bed and bank,
were observed in the drainage feature. The bed was composed of stone and
pebbles, while a bench of stone, cobble, and sediment distinguished the bank
from the bed. The stone and cobble in the bed were deposited and distributed in
a manner that results from hydrologic flows. These characteristics indicate the
drainage feature regularly transports surface water, demonstrating it is an
ephemeral stream and surface water of the state.

2. Scour and detritus were observed in the drainage feature. These conditions
indicate repeated and regular flow and are characteristic of an ephemeral stream
and surface water of the state.

3. Dry vegetation, concentrated in the channel and on the banks of the tributary,
was in greater abundance than surrounding uplands. The reed grass Arundo
donax was abundant on the banks and headwaters of the channel. While not an
obligate wetland species, Arundo donax is a species that thrives in streams. Its
distribution here, concentrated at the top of the ephemeral stream and within the
channel, indicates regular saturation of the drainage feature, further

" https://lwww.waterboards.ca.gov/board_decisions/adopted_orders/water_quality/2004/wqo/wqo2004-
0004 .pdf
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demonstrating the drainage feature is an ephemeral stream and surface water of
the state.

In addition to field observations, Central Coast Water Board staff identified the following
information indicating the drainage feature is an ephemeral stream and surface water of
the state:

1. Historic aerial imagery confirms the presence of a sinuous channel bed path
along the length of the drainage. In addition, the imagery shows diverse, robust,
and green vegetation within the drainage feature when surrounding areas are dry
and brown.

2. The drainage is identified as “Riverine Wetland” on the U.S. Fish and Wildlife
Wetland Mapper.

During the site inspection, Central Coast Water Board staff observed and documented
the following activities at the ephemeral stream located at approximately 34° 28' 6.4" N,
120° 06' 22.5" W:

1. Atemporary access road had been constructed across the bed and bank of the
ephemeral stream. The construction of the earthen road discharged sediment to
the ephemeral stream. The discharge of sediment to the ephemeral stream
constitutes a discharge of waste to waters of the state.

2. A pit had been excavated across the bed and bank of the ephemeral stream to
access an underground pipeline. Excavation and grading appeared to have
occurred on the ephemeral stream’s slopes and in the streambed. The
excavation and grading discharged sediment to the ephemeral stream. The
discharge of sediment to the ephemeral stream constitutes a discharge of waste
to waters of the state.

3. Cut and fill from excavation was mounded in contoured slopes adjacent to the
banks of the ephemeral stream without implementation of erosion or sediment
controls. Uncontrolled sediment is a discharge of waste that could affect the
quality of waters of the state.

4. Vegetation had been cleared from the bed and banks of the ephemeral stream
without implementation of erosion or sediment controls. Areas of cleared
vegetation have the potential to result in the discharge of waste that could affect
the quality of waters of the state.

Alleged Violations
1. Violation of California Water Code Section 13260

California Water Code section 13260 requires any person discharging waste, or
proposing to discharge waste, within any region that could affect the quality of
waters of the state, to file with the appropriate regional board a report of the
discharge. The conditions at the project represent a violation of California Water
Code section 13260, because Sable cleared vegetation and excavated and
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graded sediment in the unnamed tributary, constituting a discharge of waste to
waters of the state, without having filed the required report of waste discharge.

2. Violation of California Water Code Section 13264

California Water Code section 13264 states in part that no person shall initiate
any new discharge of waste or make any material changes in any discharge prior
to the filing of the report required by California Water Code section 13260. The
conditions at the Site represent a violation of California Water Code section
13264, because Sable discharged waste that could affect the quality of waters of
the state without obtaining waste discharge requirements from the Central Coast
Water Board.

Required Corrective Actions

To address the alleged violations, Sable can obtain all required authorizations for work
conducted and any corrective restoration and compensatory mitigation activities. Sable
must take action to correct the alleged violations as soon as possible to avoid formal
enforcement.

The Central Coast Water Board will be sending Sable a separate directive pursuant to
California Water Code section 13260 requiring Sable to submit a report of waste
discharge for the discharges of waste identified above. In addition, also under separate
cover, the Central Coast Water Board will be sending Sable a directive pursuant to
California Water Code section 13267 requiring Sable to submit a technical report
describing the work Sable has conducted and/or is conducting for Line 324 (formerly
Line 901) and Line 325 (formerly Line 903). The Central Coast Water Board also finds
that Sable’s work is likely subject to regulation under the National Pollutant Discharge
Elimination System General Permit for Stormwater Discharges Associated with
Construction and Land Disturbance Activities Order WQ 2022-0057-DWQ?2 and expects
to send Sable additional communication on that issue.

To avoid further unauthorized discharges during any restoration and compensatory
mitigation implementation in waters of the state or waters of the United States, pursuant
to California Water Code sections 13260 and 13376, Sable must apply for and obtain
waste discharge requirements from the Central Coast Water Board prior to any material
removal, new disturbance, or restoration activity.

Potential Enforcement Actions
The alleged violation cited above may subject Sable to enforcement by the Central

Coast Water Board for every day the violations continue. Sable must correct the
violation as soon as possible. Sable’s receipt of this notice of violation does not

2

https://www.waterboards.ca.gov/water issues/programs/stormwater/construction/general permit reissua
nce.html
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preclude the Central Coast Water Board from taking further enforcement action for the
alleged violations cited in this notice of violation, and the Central Coast Water Board
reserves the right to take any enforcement action authorized by law. In making its
determination of whether and how to proceed with further enforcement action, the
Central Coast Water Board will consider the information submitted in response to this
notice of violation, the time it takes to correct the identified violations, and the adequacy
of the corrections and actions taken.

Central Coast Water Board staff's recommendations for further enforcement will depend
on Sable’s response to this notice of violation. The Central Coast Water Board may also
require cleanup or abatement of the effects of the unauthorized activities pursuant to
California Water Code section 13304, or that Sable immediately cease and desist from
the activities pursuant to California Water Code section 13301. The Central Coast
Water Board reserves the right to take any enforcement action authorized by law.

If you have questions about this letter, please contact April Woods at
April. Woods@waterboards.ca.gov or Phil Hammer at
Phillip.Hammer@waterboards.ca.gov.

Sincerely,

Thea S. Tryon
Assistant Executive Officer


mailto:April.Woods@waterboards.ca.gov
mailto:Phillip.Hammer@waterboards.ca.gov
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CcC:

Stephanie Cook, California Coastal Commission, Stephanie.Cook@coastal.ca.gov
Wesley Horn, California Coastal Commission, Wesley.Horn@coastal.ca.gov

Errin Briggs, Santa Barbara County Planning & Development, EBriggs@countyofsb.org
Jim Hosler, CAL FIRE, Jim.Hosler@fire.ca.gov

Julie Vance, California Department of Fish and Wildlife, Julie.Vance@uwildlife.ca.gov
Linda Connolly, California Department of Fish and Wildlife,
Linda.Connolly@wildlife.ca.gov

Naomi Rubin, State Water Resources Control Board,
Naomi.Rubin@waterboards.ca.gov

Thea Tryon, Central Coast Water Board, Thea.Tryon@waterboards.ca.gov

Todd Stanley, Central Coast Water Board, Todd.Stanley@waterboards.ca.gov

Harvey Packard, Central Coast Water Board, Harvey.Packard@waterboards.ca.gov
Phil Hammer, Central Coast Water Board, Phillip.Hammer@waterboards.ca.gov
Tamara Anderson, Central Coast Water Board, Tamara.Anderson@waterboards.ca.gov
Leah Lemoine, Central Coast Water Board, Leah.Lemoine@\Waterboards.ca.gov

April Woods, Central Coast Water Board, April.\Woods@waterboards.ca.gov

Jesse Woodard, Central Coast Water Board, Jesse.\Woodard@waterboards.ca.gov
Jacqueline Tkac, Central Coast Water Board, Jacqueline.Tkac@waterboards.ca.gov

File Path: R:\\RB3\Shared\401\Enforcement Actions&Violations\_Santa Barbara Co\Sable Offshore Corp\NOV\Sable Offshore Corp
NOV_final.docx
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December 13, 2024

Sable Offshore Corp VIA CERTIFIED MAIL AND EMAIL
Steven Rusch, Vice President RETURN RECEIPT REQUESTED
845 Texas Avenue, Ste 2920 7020 1810 0002 0767 9923

Houston, Texas 77002
Email: SRusch@sableoffshore.com

Sable Offshore Corp VIA CERTIFIED MAIL
Amanda Garcia RETURN RECEIPT REQUESTED
Agent for Service of Process 7020 1810 0002 0767 9954

330 N Brand Blvd
Glendale, CA 91203

Dear Steven Rusch:

SABLE OFFSHORE CORP, LAS FLORES PIPELINE SYSTEM, SANTA BARBARA,
SAN LUIS OBISPO, AND KERN COUNTY - FIRST NOTICE OF NON-COMPLIANCE
FOR FAILURE TO OBTAIN COVERAGE UNDER THE STATE WATER RESOURCES
CONTROL BOARD’S GENERAL PERMIT FOR STORMWATER DISCHARGES

The California Regional Water Quality Control Board, Central Coast Region (Central
Coast Water Board) is a state regulatory agency with responsibility for protecting the
quality of the waters of the state within its area of jurisdiction. The Central Coast Water
Board has authority to require submission of information, direct action, establish
regulations, levy penalties, and bring legal action when necessary to protect water
quality.

The construction activity associated with remediation of pipelines CA-324 and CA-325
(the “Las Flores Pipeline System”) in Santa Barbara, San Luis Obispo, and Kern
Counties along the approximately 123-mile-long pipeline has been identified by the
Central Coast Water Board as activity required by federal law to have a stormwater
permit. Without permit coverage, Sable Offshore Corp may be subject to penalties for
discharging polluted stormwater. Sable Offshore Corp is required to enroll in the State
Water Resources Control Board’s Order WQ 2022-0057-DWQ, NPDES General Permit
for Stormwater Discharges Associated with Construction and Land Disturbance
Activities, (General Permit) by January 13, 2025, as described in further detail in this
letter.

JaNE GRrAY, CHAIR | Rvan E. Lopak, ExecuTive OFFICER

895 Aerovista Place, Suite 101, San Luis Obispo, CA 93401 | www.waterboards.ca.gov/centralcoast
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Sable Offshore Corp -2- December 13, 2024

The General Permit applies to projects where one or more acres of soil are disturbed or
projects where less than one acre but are part of a larger common plan of development
that in total disturbs one or more acres. Construction activity subject to this permit
includes clearing, grading and disturbances to the ground such as stockpiling, or
excavation, but does not include regular maintenance activities performed to restore the
original line, grade, or capacity of the facility. More information on this permit can be
found at this web link:

Construction Storm Water Program Information
(https://www.waterboards.ca.gov/water_issues/programs/stormwater/construction.html)

IMMEDIATE ACTION IS REQUIRED

To comply with the stormwater regulations, you must enroll under the General Permit by
electronically filing permit registration documents via the Storm Water Multiple
Application and Report Tracking System (SMARTS). The documents must be certified
by a legally responsible person or by their duly authorized representative (see section
VI.H of the General Permit) by January 13, 2025. As an element of the permit
registration documents, Sable Offshore Corp must also submit the appropriate
application fee to the State Water Resources Control Board. SMARTS can be accessed
at: SMARTS Website Link
(https://smarts.waterboards.ca.gov/smarts/faces/SwSmartsLogin.xhtml).

The Central Coast Water Board’s requirement to enroll in the General Permit is
pursuant to California Water Code sections 13399.30 and 13376. Pursuant to California
Water Code Section 13399.33, Sable Offshore Corp is subject to civil liability of no less
than $5,000 per year of non-compliance for failure to obtain coverage under the General
Permit. Pursuant to California Water Code section 13385, failure to obtain coverage
may also subject Sable Offshore Corp to civil liability of up to $10,000 for each day of
violation and $10 per gallon for unpermitted stormwater discharges.

If you require assistance in using SMARTS, please contact the SMARTS Help Desk at
(866) 563-3107 or Stormwater@waterboards.ca.gov. If you have questions regarding this
notification, please contact Jacqueline Tkac at Jacqueline.Tkac@waterboards.ca.gov or
(805) 594-6163 or Leah Lemoine at Leah.Lemoine@waterboards.ca.gov.

Sincerely,

for Ryan E. Lodge
Executive Officer

cc.
Stephanie Cook, California Coastal Commission, Stephanie.Cook@coastal.ca.gov
Wesley Horn, California Coastal Commission, Wesley.Horn@coastal.ca.gov
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Sable Offshore Corp -3- December 13, 2024

Errin Briggs, Santa Barbara County Planning & Development, EBriggs@countyofsb.org
Ryan DiGuilio, County of Santa Barbara Fire Marshal; Rdiguilio@santabarbaraca.gov
Jim Hosler, CAL FIRE, Jim.Hosler@fire.ca.gov

Daniel Berlant, CAL FIRE, HQ.Executive@fire.ca.gov

Julie Vance, California Department of Fish and Wildlife, Julie.Vance@cdfw.ca.gov
Harvey Packard, Central Coast Water Board, Harvey.Packard@waterboards.ca.gov
Phil Hammer, Central Coast Water Board, Phillip.Hammer@waterboards.ca.gov

April Woods, Central Coast Water Board, April.\Woods@waterboards.ca.gov
Jacqueline Tkac, Central Coast Water Board, Jacqueline.Tkac@waterboards.ca.gov
Leah Lemoine, Central Coast Water Board, Leah.Lemoine@waterboards.ca.gov

Todd Stanley, Central Coast Water Board, Todd.Stanley@waterboards.ca.gov

Tamara Anderson, Central Coast Water Board, Tamara.Anderson@waterboards.ca.gov
Thea Tryon, Central Coast Water Board, Thea.Tryon@waterboards.ca.gov

Jesse Woodard, Central Coast Water Board, Jesse.\Woodard@waterboards.ca.gov
Naomi Rubin; State Water Board, Naomi.Rubin@waterboards.ca.gov
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January 22, 2025

Sable Offshore Corp. VIA CERTIFIED MAIL AND EMAIL
Steven Rusch, Vice President RETURN RECEIPT REQUESTED
845 Texas Avenue, Ste 2920 7020 1810 0002 0767 9374

Houston, Texas 77002
Email: SRusch@sableoffshore.com

Sable Offshore Corp. VIA CERTIFIED MAIL
Amanda Garcia RETURN RECEIPT REQUESTED
Agent for Service of Process 7020 1810 0002 0767 9381

330 N Brand Blvd
Glendale, CA 91203

Dear Steven Rusch:

SABLE OFFSHORE CORP., LAS FLORES PIPELINE SYSTEM, SANTA BARBARA,
SAN LUIS OBISPO, AND KERN COUNTY - SECOND AND FINAL NOTICE OF NON-
COMPLIANCE FOR FAILURE TO OBTAIN COVERAGE UNDER THE STATE
WATER RESOURCES CONTROL BOARD’S NATIONAL POLLUTANT DISCHARGE
ELIMINATION SYSTEM (NPDES) GENERAL PERMIT FOR STORM WATER
DISCHARGES ASSOCIATED WITH CONSTRUCTION AND LAND DISTURBANCE
ACTIVITIES ORDER WQ 2022-0057-DWQ, NPDES PERMIT NO. CAS000002

A Notice of Non-Compliance was issued via certified mail to Steven Rusch and Amanda
Garcia for the construction site associated with remediation of pipelines CA-324 and
CA-325 (the “Las Flores Pipeline System”) in Santa Barbara, San Luis Obispo, and
Kern Counties along the approximately 123-mile-long pipeline on December 13, 2024,
requesting that Sable Offshore Corp obtain coverage under the State Water Resources
Control Board'’s (State Water Board) NPDES General Permit for Storm Water
Discharges Associated with Construction and Land Disturbance Activities Order WQ
2022-0057-DWQ, NPDES Permit No. CAS000002 (General Permit) by January 13,
2025. California Regional Water Quality Control Board, Central Coast Region (Central
Coast Water Board) records show that to this date, permit coverage has not yet been
obtained. More information on the General Permit can be found at this web link:
Construction Storm Water Program Information
(https://www.waterboards.ca.gov/water_issues/programs/stormwater/construction.html)

JaNE GRrAY, CHAIR | Rvan E. Lopak, ExecuTive OFFICER

895 Aerovista Place, Suite 101, San Luis Obispo, CA 93401 | www.waterboards.ca.gov/centralcoast
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Sable Offshore Corp. -2- January 22, 2025

The Central Coast Water Board is in receipt of Sable Offshore Corp.’s January 10, 2025
response to the Notice of Non-Compliance that was issued December 13, 2024.
Despite the arguments contained in Sable Offshore Corp.’s response, Central Coast
Water Board staff continue to find that Sable Offshore Corp.’s activities require General
Permit coverage based on information currently available. Central Coast Water Board
staff will be requesting information in a forthcoming investigative order to assess
whether the claims made in Sable Offshore Corp.’s response have merit.

This letter represents Sable Offshore Corp.’s second and final notification to enroll
under the General Permit by February 21, 2025, as described in the first notice.
Pursuant to California Water Code Section 13399.33, failure to obtain coverage will
result in a minimum mandatory penalty of $5,000. In addition, pursuant to California
Water Code Section 13385, failure to obtain coverage may also subject Sable Offshore
Corp. to civil liability of up to $10,000 for each day of violation and $10 per gallon for
unpermitted storm water discharges. To avoid this liability, Sable Offshore Corp. must
submit the requested information by the date provided above.

If you require assistance in using SMARTS, please contact the SMARTS Help Desk at
(866) 563-3107. If you have questions regarding this notification, please contact please
contact Jacqueline Tkac at Jacqueline.Tkac@waterboards.ca.gov or (805) 594-6163 or
Leah Lemoine at Leah.Lemoine@waterboards.ca.gov.

Sincerely,

for Ryan E. Lodge
Executive Officer

cc.

Stephanie Cook, California Coastal Commission, Stephanie.Cook@coastal.ca.gov
Wesley Horn, California Coastal Commission, Wesley.Horn@coastal.ca.gov

Errin Briggs, Santa Barbara County Planning & Development, EBriggs@countyofsb.org
Ryan DiGuilio, County of Santa Barbara Fire Marshal; Rdiguilio@santabarbaraca.gov
Jim Hosler, CAL FIRE, Jim.Hosler@fire.ca.gov

Daniel Berlant, CAL FIRE, HQ.Executive@fire.ca.gov

Julie Vance, California Department of Fish and Wildlife, Julie.Vance@cdfw.ca.gov
Naomi Rubin; State Water Board, Naomi.Rubin@waterboards.ca.gov

Harvey Packard, Central Coast Water Board, Harvey.Packard@waterboards.ca.gov
Phil Hammer, Central Coast Water Board, Phillip.Hammer@waterboards.ca.gov
April Woods, Central Coast Water Board, April.\Woods@waterboards.ca.gov
Jacqueline Tkac, Central Coast Water Board, Jacqueline.Tkac@waterboards.ca.gov
Leah Lemoine, Central Coast Water Board, Leah.Lemoine@waterboards.ca.gov
Todd Stanley, Central Coast Water Board, Todd.Stanley@waterboards.ca.gov
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Sable Offshore Corp. -3- January 22, 2025

Tamara Anderson, Central Coast Water Board, Tamara.Anderson@waterboards.ca.gov
Thea Tryon, Central Coast Water Board, Thea.Tryon@waterboards.ca.gov
Jesse Woodard, Central Coast Water Board, Jesse.\Woodard@waterboards.ca.gov

R:\RB3\Shared\SW\Facilities\SantaBarbara\Complaints\Sable Pipeline\NNC\2nd NNC\2nd NNC NonFiler Sable
Pipeline_Jan22_2025.docx
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CA-00-7217 Sable Offshore Las Flores Canyon Plan Deficiencies

1.(D) a certification statement signed under penalty of perjury by an executive within the plan
holder's management who is authorized to fully implement the oil spill contingency plan, who
shall review the plan for accuracy, feasibility, and executability. If this executive does not have
training, knowledge and experience in the area of oil spill prevention and response, the
certification statement must also be signed by another individual within the plan holder's
management structure who has the requisite training, knowledge, and experience. The
certification shall be submitted according to the following format; 1 certify, to the best of my
knowledge and belief, under penalty of perjury under the laws of the State of California, that the
information contained in this contingency plan is true and correct and that the plan is both
feasible and executable.”

The Certification statement on PDF pg. 127 needs a date near the signature. Please include
current date for this signature page.

2.(E) The California Certificate of Financial Responsibility (COFR) number for the marine
facility shall be included in the front of the plan. If the COFR is not available when the plan is
submitted because the marine facility is not yet operational, the COFR number must be provided
as soon as it becomes available. The COFR number must be provided before the plan can be
approved.

Plan needs to include approved certificates of financial responsibility on PDF pg. 129.

3.(4) Each plan shall identify and ensure by contract or other approved means a certified Spill
Management Team, as described in subchapter 5 of this chapter. The certified spill management
team shall be the appropriate tier classification pursuant to section 830.3 of subchapter 5.

Plan needs to identify the certified spill management team application number and provide the
signed contract page with the external spill management team provider. Please include the SMT
application number PH-00141 and the signed TRG contract page for their SMT coverage for
Sable.

4.(A) Each marine facility shall conduct a Risk and Hazard Analysis to identify the hazards
associated with the operation of the facility, including: operator error, the use of the facility by
various types of vessels, equipment failure, and external events likely to cause an oil spill. The
owner/operator may use one or more of the hazard evaluation methods identified by the
American Institute of Chemical Engineers, or an equivalent method, including, but not limited
to:

1. What-if analysis;

2. Checklist analysis;

3. Preliminary hazard analysis;

4. Hazard and operability study;

5. Failure mode and effect analysis; or

6. Fault tree analysis.

The Risk and Hazard Analysis in the plan does not explain how the analysis was conducted. The
regulations state that the analysis needs to follow and identify certain guidelines and methods for



hazard evaluation. Please reference our regs for the full Risk and Hazard Analysis breakdown
and it is found in 817.02(c¢).

5.(2) Oft-Site Consequence Analysis For the significant hazards identified in the Risk and
Hazard Analysis required under this section, the marine facility shall conduct a trajectory
analysis to determine the Off-Site Consequences of an oil spill. This analysis shall assume
pessimistic water and air dispersion and other adverse environmental conditions such that the
worst possible dispersion of the oil into the air or onto the water will be considered. This analysis
is intended to be used as the basis for determining the areas and shoreline types for which
response strategies must be developed. Some of the information required in this subsection may
be drawn from the appropriate Area Contingency Plans, completed by the U.S. Coast Guard,
State Agencies, and Local Governments pursuant to the Oil Pollution Act of 1990. (Note: where
maps/diagrams are required they may be submitted on electronic media, in Portable Document
Format (PDF)). The analysis, which shall be summarized in the plan, shall include at least the
following:

(B) for each probable shoreline that may be impacted, a discussion of the general toxicity effects
and persistence of the discharge based on type of product; the effect of seasonal conditions on
sensitivity of these areas; and an identification of which areas will be given priority attention if a
spill occurs.

(3) Resources at Risk from Oil Spills Based on the trajectory of the spilled oil as determined in
the Off-Site Consequence Analysis, each plan shall identify the environmentally, economically
and culturally sensitive sites that may be impacted. Each plan shall identify and provide a map of
the locations of these areas. Some of the information required in this subsection may be drawn
from the appropriate Area Contingency Plans, completed by the U.S. Coast Guard, State
Agencies, and Local Governments pursuant to the Oil Pollution Act of 1990. (Note: where
maps/diagrams are required they may be submitted on electronic media, in Portable Document
Format (PDF)).

The plan references river crossings and has pages with descriptions but their needs to be
mapping for these river crossings to better depict sensitive sites near these crossings. Also, the
maps included in the off-site consequence analysis section need to identify the criteria of the
consequence analysis more clearly. Linking to ACP can satisfy part of this need, but the maps
provided on PDF pg. 284-287 need to identify various data more explicitly. The lightly colored
areas are very broad and hard to read on some maps when trying to identify specific criteria that
needs to be met from the regs such as the presence of migratory and resident marine bird and
mammal migration routes or the presence of federally-listed rare, threatened, or endangered
species.

6.Plan needs to update ACP links to the correct locations. Use this link for LA/LB ACP and state
in the plan that the strategies found in the ACP will be used:
https:/nrm.dfg.ca.gov/FileHandler.ashx?DocumentID=170564&inline

7.Plan needs to include signed OSRO contract for Patriot Environmental Services since they are
listed as one of the OSRO’s on PDF pg. 123.


https://nrm.dfg.ca.gov/FileHandler.ashx?DocumentID=170564&inline

From: Wildlife OSPR Facility C-Plans

To: Yearwood, Lance

Cc: Fabian, Rachel@Wildlife

Subject: CA-00-7217 Plan Review Corrections
Date: Friday, August 30, 2024 1:12:34 PM
Attachments: image001.png

SOC Las Flores Canyon Review Notes.docx

Good morning Lance,

Thank you for the time on our meeting this morning and the update information regarding Sable’s
plans going forward. As we discussed, attached above is the document that explains my initial
review’s findings and the corrective actions needed to address the deficiencies. Regarding the Risk
and Hazard Analysis section, | am able to meet with you if there is any clarification needed on what
our department needs to see in order for that section to satisfy the 817.02 regs. The same goes for
the comments | had on the offsite consequence analysis and mapping associated with that. | can
certainly explain what we need to see again anytime you need me to. I’'m sure we will be in
communication throughout the process, but if any questions come up on your end please reach out
anytime and we can work through them. Hope you have a great rest of the day and weekend sir.

Kind Regards,

Andrew Jebananthan

Internal Preparedness Coordinator
California Department of Fish & Wildlife
Office of Spill Prevention and Response

andrew.jebananthan@wildlife.ca.gov
Work Cell: 916-205-2533

CALIFORMIA R
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CA-00-7217 Sable Offshore Las Flores Canyon Plan Deficiencies



1.(D) a certification statement signed under penalty of perjury by an executive within the plan holder's management who is authorized to fully implement the oil spill contingency plan, who shall review the plan for accuracy, feasibility, and executability. If this executive does not have training, knowledge and experience in the area of oil spill prevention and response, the certification statement must also be signed by another individual within the plan holder's management structure who has the requisite training, knowledge, and experience. The certification shall be submitted according to the following format; ”I certify, to the best of my knowledge and belief, under penalty of perjury under the laws of the State of California, that the information contained in this contingency plan is true and correct and that the plan is both feasible and executable.”

The Certification statement on PDF pg. 127 needs a date near the signature. Please include current date for this signature page. 



2.(E) The California Certificate of Financial Responsibility (COFR) number for the marine facility shall be included in the front of the plan. If the COFR is not available when the plan is submitted because the marine facility is not yet operational, the COFR number must be provided as soon as it becomes available. The COFR number must be provided before the plan can be approved.

Plan needs to include approved certificates of financial responsibility on PDF pg. 129. 



3.(4) Each plan shall identify and ensure by contract or other approved means a certified Spill Management Team, as described in subchapter 5 of this chapter. The certified spill management team shall be the appropriate tier classification pursuant to section 830.3 of subchapter 5.

Plan needs to identify the certified spill management team application number and provide the signed contract page with the external spill management team provider. Please include the SMT application number PH-00141 and the signed TRG contract page for their SMT coverage for Sable.  



4.(A) Each marine facility shall conduct a Risk and Hazard Analysis to identify the hazards associated with the operation of the facility, including: operator error, the use of the facility by various types of vessels, equipment failure, and external events likely to cause an oil spill. The owner/operator may use one or more of the hazard evaluation methods identified by the 

American Institute of Chemical Engineers, or an equivalent method, including, but not limited to:

1. What-if analysis;

2. Checklist analysis;

3. Preliminary hazard analysis;

4. Hazard and operability study;

5. Failure mode and effect analysis; or 

6. Fault tree analysis.



The Risk and Hazard Analysis in the plan does not explain how the analysis was conducted. The regulations state that the analysis needs to follow and identify certain guidelines and methods for hazard evaluation. Please reference our regs for the full Risk and Hazard Analysis breakdown and it is found in 817.02(c). 



5.(2) Off-Site Consequence Analysis For the significant hazards identified in the Risk and Hazard Analysis required under this section, the marine facility shall conduct a trajectory analysis to determine the Off-Site Consequences of an oil spill. This analysis shall assume pessimistic water and air dispersion and other adverse environmental conditions such that the worst possible dispersion of the oil into the air or onto the water will be considered. This analysis is intended to be used as the basis for determining the areas and shoreline types for which response strategies must be developed. Some of the information required in this subsection may be drawn from the appropriate Area Contingency Plans, completed by the U.S. Coast Guard, State Agencies, and Local Governments pursuant to the Oil Pollution Act of 1990. (Note: where maps/diagrams are required they may be submitted on electronic media, in Portable Document Format (PDF)). The analysis, which shall be summarized in the plan, shall include at least the following:



(B) for each probable shoreline that may be impacted, a discussion of the general toxicity effects and persistence of the discharge based on type of product; the effect of seasonal conditions on sensitivity of these areas; and an identification of which areas will be given priority attention if a spill occurs.

(3) Resources at Risk from Oil Spills Based on the trajectory of the spilled oil as determined in the Off-Site Consequence Analysis, each plan shall identify the environmentally, economically and culturally sensitive sites that may be impacted. Each plan shall identify and provide a map of the locations of these areas. Some of the information required in this subsection may be drawn from the appropriate Area Contingency Plans, completed by the U.S. Coast Guard, State Agencies, and Local Governments pursuant to the Oil Pollution Act of 1990. (Note: where maps/diagrams are required they may be submitted on electronic media, in Portable Document Format (PDF)).



The plan references river crossings and has pages with descriptions but their needs to be mapping for these river crossings to better depict sensitive sites near these crossings. Also, the maps included in the off-site consequence analysis section need to identify the criteria of the consequence analysis more clearly. Linking to ACP can satisfy part of this need, but the maps provided on PDF pg. 284-287 need to identify various data more explicitly. The lightly colored areas are very broad and hard to read on some maps when trying to identify specific criteria that needs to be met from the regs such as the presence of migratory and resident marine bird and mammal migration routes or the presence of federally-listed rare, threatened, or endangered species. 



6.Plan needs to update ACP links to the correct locations. Use this link for LA/LB ACP and state in the plan that the strategies found in the ACP will be used: https://nrm.dfg.ca.gov/FileHandler.ashx?DocumentID=170564&inline 



7.Plan needs to include signed OSRO contract for Patriot Environmental Services since they are listed as one of the OSRO’s on PDF pg. 123. 




From: Wildlife OSPR Facility C-Plans

To: Yearwood, Lance

Cc: Fabian, Rachel@Wildlife

Subject: RE: CA-00-7217 Plan Review Corrections
Date: Tuesday, September 10, 2024 8:19:54 AM
Attachments: image001.png

Good morning Lance,

Hope you had a great weekend sir. Just wanted to follow up on this and ask if there is any additional
information that you may need from me in order to resolve the plan deficiencies that | identified in the
review notes that were provided after out last meeting over Teams. | also wanted to let you know that
in accordance with our regulations, Sable has 30 calendar days from receipt of the deficiencies to
address the corrections needed. Since | sent the deficiencies to you on 08/30/2024 our unit would
expect the corrections to be sent in by 09/30/2024. Please let me or Rachel know if there are any
issues or concerns with getting the corrections completed. Thank you for the cooperation and have a
great day.

Kind Regards,
Andrew Jebananthan

From: Wildlife OSPR Facility C-Plans

Sent: Friday, August 30, 2024 1:12 PM

To: Yearwood, Lance <lyearwood@sableoffshore.com>

Cc: Fabian, Rachel@Wildlife <Rachel.Fabian@wildlife.ca.gov>
Subject: CA-00-7217 Plan Review Corrections

Good morning Lance,

Thank you for the time on our meeting this morning and the update information regarding Sable’s
plans going forward. As we discussed, attached above is the document that explains my initial
review’s findings and the corrective actions needed to address the deficiencies. Regarding the Risk
and Hazard Analysis section, | am able to meet with you if there is any clarification needed on what
our department needs to see in order for that section to satisfy the 817.02 regs. The same goes for
the comments | had on the offsite consequence analysis and mapping associated with that. | can
certainly explain what we need to see again anytime you need me to. I’'m sure we will be in
communication throughout the process, but if any questions come up on your end please reach out
anytime and we can work through them. Hope you have a great rest of the day and weekend sir.

Kind Regards,

Andrew Jebananthan

Internal Preparedness Coordinator
California Department of Fish & Wildlife
Office of Spill Prevention and Response

andrew.jebananthan@wildlife.ca.gov
Work Cell: 916-205-2533
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October 24, 2024

Pacific Pipeline Company
Lance Yearwood

1200 Calle Real

Goleta, CA 93117

Dear Mr. Yearwood:

An oil spill contingency plan for Pacific Pipeline Company’s Las Flores Canyon onshore pipeline
was submitted to the Office of Spill Prevention and Response (OSPR) for review and approval
on 04/09/2024. Per the acknowledgment letter sent on 04/16/2024, OSPR assigned the
contingency plan number CA-00-7217.

OSPR conducted a full review of the contingency plan for compliance with Title 14, California
Code of Regulations (14 CCR) § 817.02. The review identified deficiencies that were detailed in
a letter sent to you on 08/30/24, and Pacific Pipeline Company was given a deadline of 09/30/24
to submit corrections. An updated contingency plan was submitted on 09/30/24. OSPR
reviewed the modified contingency plan and identified additional deficiencies that must be
corrected. In accordance with 14 CCR § 816.03 (a)(3), the additional deficiencies and required
corrective actions are described in the attachment accompanying this letter. Questions
concerning these deficiencies can be directed to Andrew Jebananthan at
facilitycplans@wildlife.ca.gov.

This letter serves as a second notice of deficiency for plan CA-00-7217. In accordance with 14
CCR § 816.03 (f)(2), corrective action must be taken within 30 calendar days of the date of
receipt of this letter, or by 11/23/24.

If a new or modified contingency plan is not submitted by this date, the contingency plan may be
denied or revoked, and OSPR may order operations to be discontinued in any location where
operations could impact waters of the state. Continued operations without an approved
contingency plan could subject Sable Offshore Corporation to criminal, civil, or administrative
penalties, pursuant to California Government Code § 8670.64(c), 8670.66(b), or 8670.67(b).

Although deficiencies have been identified, Pacific Pipeline Company is expected to follow the
current version of plan if there is a spill and as indicated in the acknowledgment letter must
comply with exercise requirements pursuant to 14 CCR § 820.1.

When you are ready to submit an updated contingency plan that addresses all deficiencies
described in the attachment, please contact facilitycplans@wildlife.ca.gov to arrange for
submittal of the plan for further review and approval.

Sincerely,

QOB

Chief of Preparedness
Office of Spill Prevention and Response
Department of Fish and Wildlife

CC: RCPU Supervisor, FRT Supervisor
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CA-00-7217 Review Deficiencies and Corrections Needed
Issued 10/24/2024

1. §817.02(a)(1)(E) The California Certificate of Financial Responsibility (COFR) number for
the marine facility shall be included in the front of the plan. If the COFR is not available
when the plan is submitted because the marine facility is not yet operational, the COFR
number must be provided as soon as it becomes available. The COFR number must be
provided before the plan can be approved.

Sable/Pacific Pipeline Company has been issued revised COFRs, with details as follows:

COFR 2-2624-00-001
24" CA-324- Las Flores Pipeline (Las Flores Canyon to Gaviota)
RWCS: 1935 bbl

COFR 4-2624-00-001
Las Flores Pipeline System CA-325A/B- Las Flores Pipeline, Gaviota to Pentland
RWCS: 15,269 bbl

The reasonable worst-case spill (RWCS) volumes in the contingency plan must match the
volumes on the COFRs. The volumes do not match, as the contingency plan lists a RWCS
volume of 0 bbl. The contingency plan must include the RWCS parameters and calculations for
each pipeline facility issued a COFR.

All corresponding details in the contingency plan, such as the Risk and Hazard and Offsite
Consequence Analyses, and all response processes and details required by § 817.02, should
be aligned with the RWCS volumes listed on the COFRs.

2. §817.02(c)(1)(C) Each plan shall include a summary of the results of the risk and
hazard analysis. The summary shall include the following:

3.an analysis of the potential oil discharges, including the size, frequency, cause,
duration and location of all significant spills from the marine facility as a result of
each maijor type of hazard identified;

4.the control measures that will be used to mitigate or eliminate the hazards
identified. The plan shall include timeframes for implementing any control
measures that cannot be functional immediately; and

5.a prediction of the potential oil spills that might still be expected to occur after any
mitigating controls have been implemented.

This portion of the Risk and Hazard Analysis must be addressed in more depth and detail
in section 15 of the plan. The above items must be clearly addressed with respect to the
pipeline and potential spills related to the hazards identified in the “what-if” analysis based
on a spill of the RWCS volume. Currently the Risk and Hazard Analysis and identified
hazards are found throughout section 2 and section 15 of the plan. Please create a
summary section that includes the results listed above in section 15 so that the information
is located in one Risk and Hazard analysis section.

3. § 817.02(c)(2) Off-Site Consequence Analysis
For the significant hazards identified in the Risk and Hazard Analysis required under
this section, the marine facility shall conduct a trajectory analysis to determine the Off-
Site Consequences of an oil spill. This analysis shall assume pessimistic water and air
dispersion and other adverse environmental conditions such that the worst possible
dispersion of the oil into the air or onto the water will be considered. This analysis is
intended to be used as the basis for determining the areas and shoreline types for
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which response strategies must be developed. Some of the information required in this
subsection may be drawn from the appropriate Area Contingency Plans, completed by
the U.S. Coast Guard, State Agencies, and Local Governments pursuant to the Oil
Pollution Act of 1990. (Note: where maps/diagrams are required they may be
submitted on electronic media, in Portable Document Format (PDF)). The analysis,
which shall be summarized in the plan, shall include at least the following:

(A) a trajectory, or series of trajectories (for pipelines, etc.), to determine the
potential direction, rate of flow and time of travel of the reasonable worst case oil
spill from the facility to marine waters and to the shorelines, including shallow-
water environments, that may be impacted. For purposes of this requirement, a
trajectory or trajectories (projected for a minimum of 72 hours) that determine the
outer perimeter of a spill, based on regional extremes of climate, tides, currents
and wind with consideration to seasonal differences, shall be sufficient.

(B) for each probable shoreline that may be impacted, a discussion of the general
toxicity effects and persistence of the discharge based on type of product; the
effect of seasonal conditions on sensitivity of these areas; and an identification of
which areas will be given priority attention if a spill occurs.

(3) Resources at Risk from Qil Spills

Based on the trajectory of the spilled oil as determined in the Off-Site Consequence
Analysis, each plan shall identify the environmentally, economically and culturally
sensitive sites that may be impacted. Each plan shall identify and provide a map of the
locations of these areas. Some of the information required in this subsection may be
drawn from the appropriate Area Contingency Plans, completed by the U.S. Coast
Guard, State Agencies, and Local Governments pursuant to the Oil Pollution Act of
1990. (Note: where maps/diagrams are required they may be submitted on electronic
media, in Portable Document Format (PDF)).

The inland trajectory for line CA-325B (PDF pg. 220) must be updated to correspond to
the RWCS volume calculated in the plan and listed on the COFR. The subsequent Offsite
Consequence and Risk Hazard Analyses and Resources at Risk must reflect the trajectory
corresponding to the correct RWCS volume. Additionally, line CA-324 poses a risk to
marine waters, but the plan does not include a trajectory for line CA-324. The plan must
include a trajectory and corresponding Offsite Consequence and Risk Hazard Analyses
and Resources for the CA-324 RWCS volume consistent with the volume calculated in the
plan and listed on the COFR.

4. § 817.02(e)(4) Shoreline Clean-Up:

(A) Utilizing the equipment that must be under contract, each plan shall describe the
methods that will be used to contain spilled oil and remove it from the environment.
The equipment identified for a specific area must be appropriate for use in that
area given the limitations of the bathymetry, geomorphology, shoreline types and
other local environmental conditions. Additionally, the equipment identified shall be
appropriate for use on the type of oil identified. The description shall include:

1. all shoreline clean-up procedures and oil diversion and pooling procedures
for the close-to-shore environment. These procedures shall include, where
appropriate, methods for carrying out response operations and clean-up
strategies in shallow-water environments, as identified in the trajectory
analysis conducted as part of the Off-site Consequence Analysis;

2. 2. methods for shoreside cleanup, including containment and removal of
surface oil, subsurface oil and oiled debris and vegetation from all
applicable shorelines, adjacent land and beach types.

3. 3. measures to be taken to minimize damage to the environment from land
operations during a spill response, such as impacts to sensitive shoreline
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habitat caused by heavy machinery or foot traffic.

The plan does not adequately describe the above items. The plan should include a link to
the NOAA shoreline cleanup assessment manual in Section 5 where this topic is
discussed (PDF pg. 77, 223-228). The plan must clearly state that this document will be
referenced when planning for shoreline cleanup.

https://response.restoration.noaa.gov/sites/default/files/manual shore assess aug2013.p
df
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November 22, 2024

CALIFORNIA

DEPARTMENT OF
FISH &
(WILDLIFE

Sable Offshore Corporation
Patrice Surmeier

12000 Calle Real

Goleta, CA 93117

Dear Patrice Surmeier:

On 09/27/2024, the Office of Spill Prevention and Response (OSPR) issued a deficiency letter
regarding contingency plan CA-00-7239. An updated oil spill contingency plan for Sable
Offshore Corporation’s Pacific Region Oil Spill Response Plan was submitted to OSPR for
review and approval on 10/24/2024.

OSPR has conducted a full review of the contingency plan for compliance with Title 14,
California Code of Regulations (14 CCR) § 817.02. The review identified deficiencies that must
be corrected before a final approval can be issued. In accordance with 14 CCR § 816.03 (a)(3),
the deficiencies and required corrective actions are described in the attachment accompanying
this letter. Questions concerning these deficiencies can be directed to Andrew Jebananthan at
facilitycplans@uwildlife.ca.gov.

This letter serves as a notice of deficiency for plan CA-00-7239. In accordance with 14 CCR §
816.03 (a)(4), a revised plan addressing the deficiencies must be submitted within 30 calendar
days of the date of receipt of this letter, or by December 22, 2024.

If a new or revised contingency plan is not submitted by this date, the contingency plan may be
denied or revoked. Sable Offshore Corporation cannot conduct operations that pose a risk of an
oil spill into state waters without an approved contingency plan. If a revised plan is not timely
submitted for review, OSPR may impose daily administrative penalties for continued operations
or order cessation of operations in any location where operations could impact waters of the
state, pursuant to California Government Code § 8670.67(b) and 8670.69.4. Continued
operations without an approved contingency plan could also subject Sable Offshore Corporation
to civil or criminal enforcement actions, pursuant to Government Code § 8670.64(c) and
8670.66(b).

Operators must maintain a level of readiness that will allow effective implementation of
applicable contingency plans (Government Code § 8670.28.5). Although deficiencies have been
identified, Sable Offshore Corporation is expected to follow the current version of plan if there is
a spill and, as indicated in the acknowledgment letter, must comply with exercise requirements
pursuant to 14 CCR § 820.1.

When you are ready to submit a revised contingency plan that addresses all deficiencies
described in the attachment, please contact facilitycplans@wildlife.ca.gov to arrange for
submittal of the plan for further review and approval.

Sincerely,
David Reinhard

Chief of Preparedness
Office of Spill Prevention and Response
Department of Fish and Wildlife
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CA-00-7239 Second Review Deficiencies

1. Risk and Hazard Analysis

§ 817.02 (c)(1)(C) Each plan shall include a summary of the results of the risk and hazard
analysis. The summary shall include the following:

3. an analysis of the potential oil discharges, including the size, frequency, cause, duration
and location of all significant spills from the marine facility as a result of each major type of
hazard identified.

5. a prediction of the potential oil spills that might still be expected to occur after any
mitigating controls have been implemented.

The plan describes the risk and hazard analysis on PDF pg. 603-604. The table on PDF pg.
604 identifies the potential size of oil discharges from the various hazards, but it must also
identify the frequency, duration, and location of these potential oil discharges in greater detail.
Additionally, the plan must include an explanation of any other predicted potential oil spills that
might occur after mitigating controls have been implemented. Please provide some verbiage in
this section that fulfills this requirement.
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DEPARTMENT OF FISH AND WILDLIFE CHARLTON H. BONHAM, Director
Office of Spill Prevention and Response

P.O. Box 944209

Sacramento, CA 94244-2090

www.wildlife.ca.gov/ospr

December 17, 2024

Pacific Pipeline Company
Lance Yearwood

1200 Calle Real

Goleta, CA 93117

Dear Mr. Yearwood:

A revised oil spill contingency plan for Pacific Pipeline Company’s Las Flores Canyon onshore
pipeline was submitted to the Office of Spill Prevention and Response (OSPR) under the plan
number CA-00-7217 on 11/21/2024 for review and approval.

Previously, OSPR conducted a full review of the contingency plan that was submitted on
04/09/24 for compliance with Title 14, California Code of Regulations (14 CCR) § 817.02. The
review identified deficiencies that were detailed in a letter sent to you on 10/24/24, and Pacific
Pipeline Company was given a deadline of 11/23/24 to submit corrections. An updated
contingency plan was submitted on 11/21/24. OSPR reviewed the modified contingency plan
and identified remaining deficiencies that must be corrected. In accordance with 14 CCR §
816.03 (a)(3), the deficiencies and required corrective actions are described in the attachment
accompanying this letter. Questions concerning these deficiencies can be directed to Andrew
Jebananthan at facilitycplans@wildlife.ca.gov.

This letter serves as a third notice of deficiency for plan CA-00-7217. In accordance with 14
CCR § 816.03 (f)(2), corrective action must be taken within 30 calendar days of the date of
receipt of this letter, or by 01/16/2025.

If a new or modified contingency plan is not submitted by this date, the contingency plan may be
denied or revoked, and OSPR may order operations to be discontinued in any location where
operations could impact waters of the state. Continued operations without an approved
contingency plan could subject Pacific Pipeline Company to criminal, civil, or administrative
penalties, pursuant to California Government Code § 8670.64(c), 8670.66(b), or 8670.67(b).

Although deficiencies have been identified, Pacific Pipeline Company is expected to follow the
current version of plan if there is a spill and as indicated in the acknowledgment letter must
comply with exercise requirements pursuant to 14 CCR § 820.1.

When you are ready to submit an updated contingency plan that addresses all deficiencies
described in the attachment, please contact facilitycplans@wildlife.ca.gov to arrange for
submittal of the plan for further review and approval.

Sincerely,
Dawvid Reinhard

Chief of Preparedness
Office of Spill Prevention and Response
Department of Fish and Wildlife
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CA-00-7217 Review Deficiencies and Corrections Needed
Issued 12/17/2024

1. Risk and Hazard Analysis

§ 817.02(c)(1)(C) Each plan shall include a summary of the results of the risk and
hazard analysis. The summary shall include the following:

... 2. an inventory of the hazards identified, including the hazards that resulted in
the historical spills;

3.an analysis of the potential oil discharges, including the size, frequency, cause,
duration and location of all significant spills from the marine facility as a result of
each maijor type of hazard identified;

4.the control measures that will be used to mitigate or eliminate the hazards
identified. The plan shall include timeframes for implementing any control
measures that cannot be functional immediately; and

5.a prediction of the potential oil spills that might still be expected to occur after any
mitigating controls have been implemented.

This portion of the risk and hazard analysis must clearly address the above provisions in
more depth and detail. The current risk and hazard analysis is related to a pipeline
replacement project. However, the analysis must identify hazards associated with normal
pipeline operations and discuss potential spills caused by the hazards identified in the
analysis, including hazards resulting in historical spills. Currently, the risk and hazard
analysis and identified hazards are found throughout section 2 and section 15 of the plan.
Please create a summary section that includes the results listed above in section 15 so
that the information is located in one risk and hazard analysis section that is appropriate to
normal pipeline operations and adequately addresses the provisions listed above. Note
that this deficiency was included in a previous deficiency letter dated 10/24/24. Revisions
were made in response to the deficiency, but the revisions were not sufficient.

2. Off-Site Consequence Analysis
§ 817.02(c)(2)...For the significant hazards identified in the Risk and Hazard Analysis
required under this section, the marine facility shall conduct a trajectory analysis to
determine the Off-Site Consequences of an oil spill. This analysis shall assume
pessimistic water and air dispersion and other adverse environmental conditions such
that the worst possible dispersion of the oil into the air or onto the water will be
considered. This analysis is intended to be used as the basis for determining the areas
and shoreline types for which response strategies must be developed. Some of the
information required in this subsection may be drawn from the appropriate Area
Contingency Plans, completed by the U.S. Coast Guard, State Agencies, and Local
Governments pursuant to the Oil Pollution Act of 1990. (Note: where maps/diagrams
are required they may be submitted on electronic media, in Portable Document Format
(PDF)). The analysis, which shall be summarized in the plan, shall include at least the
following:
(A) a trajectory, or series of trajectories (for pipelines, etc.), to determine the
potential direction, rate of flow and time of travel of the reasonable worst case oil
spill from the facility to marine waters and to the shorelines, including shallow-
water environments, that may be impacted. For purposes of this requirement, a
trajectory or trajectories (projected for a minimum of 72 hours) that determine the
outer perimeter of a spill, based on regional extremes of climate, tides, currents
and wind with consideration to seasonal differences, shall be sufficient.

(B) for each probable shoreline that may be impacted, a discussion of the general
toxicity effects and persistence of the discharge based on type of product; the
effect of seasonal conditions on sensitivity of these areas; and an identification of
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which areas will be given priority attention if a spill occurs.
(3) Resources at Risk from Oil Spills
Based on the trajectory of the spilled oil as determined in the Off-Site Consequence
Analysis, each plan shall identify the environmentally, economically and culturally
sensitive sites that may be impacted. Each plan shall identify and provide a map of the
locations of these areas. Some of the information required in this subsection may be
drawn from the appropriate Area Contingency Plans, completed by the U.S. Coast
Guard, State Agencies, and Local Governments pursuant to the Oil Pollution Act of
1990. (Note: where maps/diagrams are required they may be submitted on electronic
media, in Portable Document Format (PDF)).

The inland trajectory for line CA-325B (PDF pg. 220) must be updated to correspond to
the RWCS volume calculated in the plan and listed on the COFR. The subsequent Offsite
Consequence and Risk Hazard Analyses and Resources at Risk must reflect the trajectory
corresponding to the correct RWCS volume. Additionally, line CA-324 poses a risk to
marine waters, but the plan does not include a trajectory for line CA-324. The plan must
include a trajectory and corresponding Offsite Consequence and Risk Hazard Analyses
and Resources for the CA-324 RWCS volume consistent with the volume calculated in the
plan and listed on the COFR. Please note that this deficiency was included in a previous
deficiency letter dated 10/24/24, but this deficiency went unaddressed in the subsequent
submission.
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September 27, 2024

Sable Offshore Corporation
Patrice Surmeier

1200 Calle Real

Goleta, CA 93117

Dear Ms. Surmeier:

An oil spill contingency plan for Sable Offshore Corporation’s Pacific Region was submitted to
the Office of Spill Prevention and Response (OSPR) for review and approval on 06/24/2024.
Per the acknowledgment letter sent on 06/07/2024, OSPR assigned the contingency plan
number CA-00-7239.

OSPR has conducted a full review of the contingency plan for compliance with Title 14,
California Code of Regulations (14 CCR) § 817.02. The review identified deficiencies that must
be corrected before a final approval can be issued. In accordance with 14 CCR § 816.03 (a)(3),
the deficiencies and required corrective actions are described in the attachment accompanying
this letter. Questions concerning these deficiencies can be directed to Andrew Jebananthan at
facilitycplans@uwildlife.ca.gov.

This letter serves as a notice of deficiency for plan CA-00-7239. In accordance with 14 CCR §
816.03 (f)(2), corrective action must be taken within 30 calendar days of the date of receipt of
this letter, or by 10/27/2024.

If a new or modified contingency plan is not submitted by this date, the contingency plan may be
denied or revoked, and OSPR may order operations to be discontinued in any location where
operations could impact waters of the state. Continued operations without an approved
contingency plan could subject Sable Offshore Corporation to criminal, civil, or administrative
penalties, pursuant to California Government Code § 8670.64(c), 8670.66(b), or 8670.67(b).

Although deficiencies have been identified, Sable Offshore Corporation is expected to follow the
current version of plan if there is a spill and as indicated in the acknowledgment letter must
comply with exercise requirements pursuant to 14 CCR § 820.1.

When you are ready to submit an updated contingency plan that addresses all deficiencies
described in the attachment, please contact facilitycplans@wildlife.ca.gov to arrange for
submittal of the plan for further review and approval.

Sincerely,

QOB

Chief of Preparedness
Office of Spill Prevention and Response
Department of Fish and Wildlife

CC: D. Reinhard, RCPU Supervisor, FRT Supervisor
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CA-00-7239 Review Deficiencies and Corrections Needed

Need to correct the links in the plan to the LA/LB ACP. Also, include links to the Annex C of the
ACP.
LA/LB ACP: https://nrm.dfg.ca.gov/FileHandler.ashx?DocumentID=225127 &inline
Annex C: https://nrm.dfg.ca.gov/FileHandler.ashx?DocumentlD=222498&inline
1. (E) The California Certificate of Financial Responsibility (COFR) number for the marine
facility shall be included in the front of the plan. If the COFR is not available when the
plan is submitted because the marine facility is not yet operational, the COFR number
must be provided as soon as it becomes available. The COFR number must be provided
before the plan can be approved.
Please include the approved COFR’s associated with this plan in the Cal-OSPR appendix. The
COFR’s are 4-2623-00-001 and 2-2623-00-001. Please include these or the appropriate
COFR’s that the plan has obtained from the COFR unit.

2. (4) Each plan shall identify and ensure by contract or other approved means a certified
Spill Management Team, as described in subchapter 5 of this chapter. The certified spill
management team shall be the appropriate tier classification pursuant to section 830.3
of subchapter 5.

Please include the SMT application number that was provided to Sable on the SMT
application. That number is PH00141 and can be included near the TRG SMT contract on PDF
pg. 406 or in the Cal-OSPR appendix on PDF pg. 530. The inclusion of the SMT application
with the PHO0141 number would satisfy the regulation.

3. (2) Each plan shall describe the marine facility site and surrounding area, including,
where appropriate, the following information (note: where maps/diagrams are required
they may be submitted on electronic media, in Portable Document Format (PDF)):

(C) seasonal hydrographic and climatic conditions including wind speed and direction,
air and water temperature, local tides, prevailing currents, and any local visibility
problems
The Cal-OSPR appendix states that Appendix H has information on seasonal hydrographic
and climatic conditions. | was not able to locate that information in Appendix H or it wasn’t
stated clearly. Please label this information more explicitly or include this information in
alignment with the above criteria listed above.

4. (b) Marine Facility Description
(1) Each plan shall describe the marine facility's design and operations with specific
attention to those areas from which an oil spill could occur. This description shall
include, at a minimum, the following information:

(A) a piping and instrumentation diagram, and a tank diagram including the location
of pumps, valves, vents and lines; the number, and oil storage capacity of each
structure covered under the plan and its age, design, construction and general
condition; the range of oil products normally stored in each structure; the
presence or absence of containment structures and equipment; and the location
of mooring areas, oil transfer locations, control stations, safety equipment, drip
pans and the drainage for drip pans;

PDF pg. 383 has a large-scale overview map of the platforms and the pipeline. In
accordance with the regulation, there needs to be a more detailed piping diagram
that shows any block valves, pumps, or potentially any remote operated valves along
the pipeline in greater detail. This may be able to look like a line diagram that shows
these figures drawn with representations of valves, and other equipment shown by
symbols and a legend.
5. (1) Risk and Hazard Analysis
(B) The chosen hazard evaluation method must be conducted in accordance with the
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guidelines established by the American Institute of Chemical Engineers as published in the
“Guidelines for Hazard Evaluation Procedures”, second edition, copyright 1992, prepared for
The Center For Chemical Process Safety.

2. The plan must include information that demonstrates to the Administrator that the analysis is
appropriate to the marine facility and adequate according to the published procedures
referenced in (B) above.

The Risk and Hazard Analysis will need to be updated to reflect the actual risk associated with
the facility and the reasonable worst case spill. The table on PDF pg. 558 will need to be
updated with the actual potential amounts of oil spilled. Also, the analysis as a whole will need
to be amended when the risk increases due to the RWCS volume being increased. When this
analysis changes, this will require change to the offsite consequence analysis and the
trajectory mapping as well.

6. (4) Required Prevention Measures Each marine facility shall take all prevention
measures to reduce or mitigate the potential hazards identified in the Risk and Hazard
Analysis, and the potential impact those hazards pose to the resources at risk. Each
plan shall include the following:

(A) schedules, methods and procedures for testing, maintaining and inspecting pipelines and
other structures within or appurtenant to the marine facility that contain or handle oil which may
impact marine waters if a failure occurs. Any information developed in compliance with Title 30
CFR, Part 250.153; Title 33 CFR, Part 154; Title 49 CFR, Part 195; and/or Title 5, Division 1,
Part 1, Chapter 5.5, Sections 51010 through 51019.1 of the Government Code may be
substituted for all or part of any comparable prevention measures required by this subsection.
This section needs to be more detailed and provide more explicit schedules, methods, and
procedures for testing, maintenance, and inspections on pipelines. Section 6 does not provide
any clear timelines regarding the criteria listed in the regulation. PDF pg. 146 states the
emulsion pipeline system is monitored continuously, but are there any scheduled maintenance
programs in place for the pipeline or associated detection systems?

7. (B) methods to reduce spills during transfer and storage operations, including overfill
prevention measures and immediate spill containment provisions. Any information
developed in compliance with Title 2, CCR, Division 3, Chapter 1, Article 5, Sections
2300-2407; Title 30 CFR, Part 250.154; and/or Title 33 CFR, Parts 154 and 156 may be
substituted for all or part of any comparable prevention measures required by this
subsection.

The plan mentions the SCADA system and high/low pressure alarms on the pipeline, but is
there any spill containment near shore where the pipeline goes from subsea to onshore and in
the processing facility on land?

8. (E) For offshore pipelines, the largest volume in barrels of the following calculation:
1. The pipeline system leak detection time, plus the shutdown response time, multiplied by the
highest measured oil flow rate over the preceding 12-month period. For new pipelines, use the
predicted oil flow rate. Add to this calculation the total volume of oil that would leak from the
pipeline after it is shut in. This volume should be calculated by taking into account the effects
of hydrostatic pressure, gravity, frictional wall forces, length of pipeline segment, tie-ins with
other pipelines, and other factors.
Please make note of this section needing to change when the RWCS volume is increased to
its real number. Specify loss during shutdown and the total volume that would leak after shut
in. Table on PDF pg. 433 would be the number we are looking for regarding the column titled
“Harmony”. This would also need to change the page of calculations where the persistence
and emulsification factors are located near PDF pg. 561.
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9. (4) Each plan shall describe how the plan holder will provide emergency services before
the arrival of local, state or federal authorities on the scene, including:
(B) procedures for emergency medical treatment and first aid;
Plan needs to describe how medical treatment or first aid will be provided before local EMS
arrives. PDF pg. 34 has Santa Barbara County EMS listed but no procedures for medical
treatment before they are notified.

10. (D) procedures to manage access to the spill response site and the designation of
exclusion, decontamination and safe zones;
Plan needs to explain a procedure for setting up the various zones and managing access to
the spill site. Decontamination is mentioned on PDF pg. 345 and on PDF pg. 503, but it doesn’t
outline any sort of procedure for setting those zones.

11. (7) Each plan shall describe the procedures to manage access to the spill response site,
the designation of exclusion, decontamination and safe zones, and the decontamination
of equipment and personnel during and after oil spill response operations, as required by
the California Occupational Safety and Health Administration.

Same note as correction above, plan needs to explain procedure for setting up these zones
and managing access to spill site.

12. (8) Prior to beginning spill response operations and/or clean up activities, a Site Safety
Plan must be completed. Each site safety plan shall include information as required
pursuant to Title 8, Section 5192(b)(4)(B) of the California Code of Regulations
including, but not limited to, a written respiratory protection program, written personal
protective equipment program, written health and safety training program, written
confined space program and permit forms, direct reading instrument calibration logs, and
written exposure monitoring program.

Please include verbiage to the section of the plan located on PDF pg. 5 that addresses the
needed verbiage above regarding what a site safety plan shall include in accordance with the
CA code of regulations.

13. (g) Notification Procedures
(2) Immediate Notification Nothing in this section shall be construed as requiring
notification before response.

Please include this statement above that would satisfy this requirement.

Scientific Review Corrections
1. (c) Prevention Measures. Each plan shall address prevention measures in order to
reduce the possibility of an oil spill occurring as a result of the operation of the marine
facility. The prevention measures must eliminate or mitigate all the hazards identified in
the Risk and Hazard Analysis.
(2)(A) a trajectory, or series of trajectories (for pipelines, etc.), to determine the potential
direction, rate of flow and time of travel of the reasonable worst case oil spill from the facility to
marine waters and to the shorelines, including shallow-water environments, that may be
impacted. For purposes of this requirement, a trajectory or trajectories (projected for a
minimum of 72 hours) that determine the outer perimeter of a spill, based on regional extremes
of climate, tides, currents and wind with consideration to seasonal differences, shall be
sufficient;
The map on PDF pg. 443 is mapped by probability but there is no indication that this is based
on RWCS volume. The plan needs a trajectory accounting for the spill volume and for that
volume to be indicated on the provided trajectory. We will need to see information included in
the consequence analysis for any shoreline impact more closely associated with the pipeline in

state waters as well.
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2.

(c)(3)(A) The map of environmentally sensitive sites shall include:

1. shoreline types and associated marine resources

2. the presence of migratory and resident marine bird and mammal migration routes,
and breeding, nursery, stopover, haul-out, and population concentration areas by
season;

3. the presence of aquatic resources including marine fish, invertebrates, and plants
including important spawning, migratory, nursery and foraging areas;

4. the presence of natural terrestrial animal and plant resources in marine-associated
environments;

5. the presence of state or federally-listed rare, threatened or endangered species;

6. the presence of commercial and recreational fisheries including aquaculture sites,
kelp leases and other harvest areas.

The plan needs to include a map that depicts the criteria listed above. With the pipeline
in state waters that are coastal, there would presumably be mapping to show all of the
environmentally sensitive sites to that area. Part of this requirement can be satisfied with
the link to the ACP, but nowhere in the plan is there a map that shows any locations of
these sites. The ACP links in the plan are also not functioning correctly so | have
provided them at the top of this document. Please also include the link for the ACP
Annex C that will help satisfy part of this regulation as well.

(c)(3)(B) The map of the locations of economically and culturally sensitive sites shall

include:

1. public beaches, parks, marinas, boat ramps and diving areas;

2. industrial and drinking water intakes, power plants, salt pond intakes, and other
similarly situated underwater structures;

3. known historical and archaeological sites. If a plan holder has access to any
confidential archaeological information, it must be submitted as a separate item and
will be handled as confidential information as described in section 790.3 of chapter 1.

4. areas of cultural or economic significance to Native Americans

Need to include a map that specifically shows the criteria of this section more in relation
to state waters and impacted resources. The above criteria should be identified and
mapped for any areas that could be impacted by a spill from the pipeline. These criteria
could be included in one of the maps already in the plan but would need added symbols
to indicate each item. Also, the contact for the Native American Heritage Commission
should be include in relation to items #3 and #4 above. This contact information could be
placed somewhere in relation to a section that talks about risks such as section 11.
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STATE OF CALIFORNIA — CALIFORNIA NATURAL RESOURCES AGENCY

GAVIN NEWSOM, GOVERNOR

CALIFORNIA COASTAL COMMISSION
455 MARKET STREET, SUITE 300

SAN FRANCISCO, CA 94105-2421

VOICE (415) 904-5200

FAX (415) 904-5400

NOTICE OF VIOLATION

Sent by Electronic Mail

September 27, 2024

Steve Rusch

VP Environmental & Regulatory Affairs
Sable Offshore Corp.
srusch@sableoffshore.com

Violation File No.: V-9-24-0152 (Sable Offshore Corporation)

Location: At various locations along the existing Las Flores Pipelines CA-
324 and CA-325 (previously known as Lines 901 and 903),
which are part of the pipeline system originally constructed by
Plains All American in 1988, spanning from the Gaviota coast
to the Los Padres National Forest within Santa Barbara County,

on 16 different properties.

Violation' description: Unpermitted development in the Coastal Zone, including, but
not necessarily limited to, excavation with heavy equipment and
other activities associated with the Line 324 and 325.

Dear Mr. Rusch:

As you have recently discussed with Cassidy Teufel and Wesley Horn of our staff, it has
come to our attention that unpermitted activities are currently taking place in the Coastal
Zone, including excavation and other activities at various locations along the existing Lines
324/325 (formerly known as Lines 901/903) now owned by Sable Offshore Corp. (“Sable”)

" Please note that the description herein of the violation at issue is not necessarily a complete list of all
unpermitted development on the subject property that is in violation of the Coastal Act and the Santa Barbara
County LCP. Accordingly, you should not treat the Commission’s silence regarding (or failure to address)
other unpermitted development on the subject property as indicative of Commission acceptance of, or
acquiescence in, any such development. Please further note that the term “violation” as used throughout this

letter refers to alleged violations of the Coastal Act/County LCP.
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associated with a proposed restart of the Santa Ynez Unit. These activities constitute
violations of the Coastal Act? and Santa Barbara County’s Local Coastal Program (“LCP”).

As you may know, the California Coastal Act was enacted by the State Legislature in 1976
to provide long-term protection of California’s 1,250-mile coastline through implementation
of a comprehensive planning and regulatory program designed to manage conservation
and development of coastal resources. The California Coastal Commission
(“Commission”) is the state agency created by, and charged with administering, the
Coastal Act of 1976. In making its permit and land use planning decisions, the
Commission carries out Coastal Act policies, which, amongst other goals, seek to protect
and restore sensitive habitats; protect natural landforms; protect scenic landscapes and
views of the sea; protect the marine environment and its inhabitants; protect against loss of
life and property from coastal hazards; and provide maximum public access to the sea.
The Commission plans and regulates development and natural resource use in the coastal
zone in keeping with the requirements of the Coastal Act.

Violations

It has been confirmed that Sable is currently performing various unpermitted construction
activities in the Coastal Zone associated with upgrades to Lines 324/325 in connection
with Sable’s proposed restart of that pipeline.® As part of that proposed restart, Sable is
currently undertaking work including a pipeline upgrade project to address pipeline
corrosion in locations within the Coastal Zone and to install new safety valves in portions of
the pipeline in the Coastal Zone. These activities constitute development and are not
exempt from coastal development permit (“CDP”) requirements.

Pursuant to Section 30106 of the Coastal Act and Section 35-58 the Santa Barbara County
Local Coastal Program (“LCP”):

‘Development” means, on land, in or under water, the placement or erection of
any solid material or structure; discharge or disposal of any dredged material or
of any gaseous, liquid, solid, or thermal waste; grading, removing, dredging,
mining, or extraction of any materials; change in the density or intensity of use of
land, including, but not limited to, subdivision pursuant to the Subdivision Map
Act...change in the intensity of use of water, or of access thereto; construction,
reconstruction, demolition, or alteration of the size of any structure...
(emphasis added)

2 The Coastal Act is codified in the California Public Resources Code, sections 30000 to 30900. Unless
otherwise indicated, references to section numbers in this letter are to that code, and thus, to the Coastal
Act.

3 The California Office of the State Fire Marshall has not reviewed or approved the proposed restart of
the pipeline, which includes a review of a proposed State Waiver and a final Restart Plan, among
other required materials. The Commission’s investigation of this matter is continuing, and it reserves
its right to review the proposed restart and other associated activities or other matters concerning the
pipeline.
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Under this definition, the unpermitted development activities, as described above,
constitute “development” under the Coastal Act and the County’s LCP. Coastal Act Section
30600(a), and Section 35-58 of the Santa Barbara County LCP, require Sable to obtain
authorization under the Coastal Act and/or the LCP prior to performing or undertaking any
development activity in the Coastal Zone, in addition to obtaining any other permit required
by law. Any non-exempt development activity conducted in the Coastal Zone without such
authorization constitutes a violation of the Coastal Act/LCP. Thus, the unpermitted
development activities described above constitute Coastal Act and LCP violations.

In addition, the upgrade project does not qualify as CDP-exempt repair and maintenance
work. Activities that “result in addition to, or enlargement or expansion of, the object” of the
activities require a CDP under the Coastal Act and the LCP. (Public Resources Code §
30610(d); Coastal Zoning Ordinance § 35-169.2; Appendix C, Section I.) At a minimum,
because the project involves the installation of safety valves, this is an addition to the
pipeline that does not qualify as “repair and maintenance.” Even if the project could be
considered repair and maintenance (which it cannot), Section 30610(d) of the Coastal Act
and the Appendix C, Section Il of the LCP nonetheless require a CDP for categories of
repair and maintenance activities that are designated as presenting a “risk of substantial
adverse environmental impact.” These include the following:

(3) Any repair or maintenance to facilities or structures or work located in an
environmentally sensitive habitat area, any sand area, within 50 feet of the edge of
a coastal bluff or environmentally sensitive habitat area, or within 20 feet of coastal
waters or streams that include: . . .

(B) The presence, whether temporary or permanent, of mechanized equipment or
construction materials.

Title 14, California Code of Regulations § 13252(a)(3); Coastal Zoning Ordinance § 35-
169.2; Appendix C, Section lll(a)(3).)

Furthermore, although Sable appears to have taken the position that the upgrade project
involves work for which the Coastal Act requirement for a CDP is entirely preempted, this
is incorrect. Although the California Office of the State Fire Marshall has authority over
certain aspects of pipeline safety under the federal Pipeline Safety Act (49 U.S.C § 60101
et seq.), any resulting preemption is limited in scope. Other state agencies, as well as
local governments, may review and impose requirements related to other issues. Thus, the
Commission and the County have jurisdiction to review and impose requirements relating
to consistency with the Coastal Act and the LCP that do not pertain directly to pipeline
safety. For example, a CDP review for construction impacts to environmentally sensitive
habitat areas, cultural resources, water quality, or public access (to name a few) are not
preempted. Finally, the 1988 settlement between the County and Celeron Pipeline
Company does not affect the preemption analysis because the settlement cannot
contractually limit the County’s duties under the law or the applicability of the law. Thus, a
CDP is required for the upgrade project.
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Resolution

To begin resolution of the Coastal Act/LCP violations, please cease Immediately any
unpermitted activities/development in the Coastal Zone associated with Lines 324/325.4 At
this time, we have no information that any development activities are currently taking place
related to the three offshore platforms and offshore pipelines owned by Sable. However, if
any such activities are taking place, please cease those as well. These are all activities
that require a CDP and/or federal consistency review from the Commission.

Please note that in certain cases when unpermitted development takes place, but
Commission staff believe that some version of the work could have been found to be
consistent with the applicable standard of review and authorized accordingly, staff
recommends that the party undertaking the development submit a CDP application to the
regulating authority (in this case, Santa Barbara County), seeking after-the-fact (“ATF”)
authorization for the previously undertaken unpermitted development within the County’s
LCP jurisdiction. In other cases, when staff has determined that the unpermitted
development is not something for which staff would recommend approval due its
inconsistency with the Coastal Act/certified LCP, staff advises the alleged violator to seek
resolution through removal, mitigation, restoration, and/or payment of penalties, etc., and
not to seek a CDP to authorize such development.

In this case, we are uncertain at this time whether Santa Barbara County would be able to
approve a CDP application from Sable that was seeking ATF authorization for the
unpermitted construction activities that have already taken place, as well as authorization
going forward for continued construction or other development activities related to the
pipeline, such as the installation of safety valves. More information regarding the project
would be necessary to come to any such conclusion at this time; however, since such an
application might be found approvable by the County, we recommend that you submit a
CDP application to the County as soon as possible. Please note that should the County
grant approval of such a CDP application, those portions of the project that are located
within the Coastal Commission’s appeals jurisdiction would be appealable to the
Commission and those portions of the project, if any, that are located within the
Commission’s original jurisdiction would require a CDP from the Commission.

To help us evaluate the project, it would be helpful if you could submit to us a complete
description of all development activities currently taking place, as well as those activities
that are being contemplated (e.g., installation of safety valves; any work to the platforms or
offshore pipeline) prior to the anticipated restart of the pipeline, including scope of the
project; exact locations of where the development activities are taking place/will take place;
project schedule, etc.

Enforcement Remedies

4 Please note that interim measures to stabilize the site may also be necessary to avoid damages to coastal
resources, and any such measures should be coordinated with Commission and County staff to avoid
additional harm and to ensure consistency with Coastal Act/LCP requirements.
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Santa Barbara County has declined to enforce the above-noted Coastal Act/LCP
violations, and thus, pursuant to Section 30810 of the Coastal Act, the Coastal
Commission is pursuing enforcement regarding the Coastal Act/LCP violations described
above.

Please note that the recent Settlement Agreement between Sable and the County does
not preempt the Coastal Act or the LCP, and does not obviate the need for Sable to seek
authorization for development activities in the Coastal Zone.

Whenever possible, Commission enforcement staff prefers to work cooperatively with
alleged violators to resolve Coastal Act violations administratively. We are hopeful that we
can resolve this matter without resorting to formal action. However, should we be unable to
resolve this matter through this process, please be advised that the Coastal Act has a
number of potential remedies to address violations of the Coastal Act, including the
following:

Section 30809 states that if the Executive Director of the Commission determines that any
person has undertaken, or is threatening to undertake, any activity that may require a
permit from the Coastal Commission without first securing a permit, the Executive Director
may issue an order directing that person to cease and desist. Section 30810 states that
the Coastal Commission may also issue a cease and desist order. A cease and desist
order may be subject to terms and conditions that are necessary to avoid irreparable injury
to the area or to ensure compliance with the Coastal Act. Section 30811 also provides the
Coastal Commission the authority to issue a restoration order to address violations at a
site. A violation of a cease and desist order or restoration order can result in civil fines of
up to $6,000 for each day in which each violation persists.

Additionally, Sections 30803 and 30805 authorize the Commission to initiate litigation to
seek injunctive relief and an award of civil fines in response to any violation of the Coastal
Act. Section 30820(a)(1) provides that any person who undertakes development in
violation of the Coastal Act may be subject to a penalty amount that shall not exceed
$30,000 and shall not be less than $500 per violation. Section 30820(b) states that, in
addition to any other penalties, any person who “knowingly and intentionally” performs or
undertakes any development in violation of the Coastal Act can be subiject to a civil penalty
of not less than $1,000 nor more than $15,000 per violation for each day in which each
violation persists.

Finally, as of January 1, 2022, the Commission’s administrative penalty authority was
expanded, allowing the Commission to administratively impose penalties for all violations
of the Coastal Act. Section 30821 and Section 30821.3 collectively authorize the
Commission to impose administrative civil penalties in an amount of up to $11,250 per day
for each violation.

Failure to resolve the violations noted above could result in formal action under the Coastal
Act. Said formal action could include a civil lawsuit, the issuance of an Executive Director
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Cease and Desist Order or Commission Cease and Desist and/or Restoration Order,
and/or imposition of monetary penalties, as described above, including imposition of
administrative penalties.

We understand that you will be meeting soon with our staff to discuss the pipeline
situation. Please contact me by telephone at 415-904-5269 or by email at
jo.ginsberg@coastal.ca.gov within a week of that meeting, or by October 21, 2024,
whichever is earlier, to discuss how you intend to resolve the Coastal Act/LCP violations
associated with the pipeline. Also, you may contact Wesley Horn at
Wesley.Horn@coastal.ca.gov to discuss any permitting or planning issues associated with
the pipeline.

Failure to meet the deadline noted above may result in formal action by the Commission to
resolve this Coastal Act violation, including initiation of the enforcement remedies
discussed above.

Thank you for your cooperation and prompt attention to this matter. | look forward to
speaking with you soon.

Sincerely,

e

Jo Ginsberg,
Enforcement Analyst

cc:  Kate Huckelbridge, CCC, Executive Director
Cassidy Teufel, CCC, Deputy Director
Lisa Haage, CCC, Chief of Enforcement
Sarah Esmaili, CCC, Senior Attorney
Pat Veesart, CCC, Enforcement Supervisor
Aaron McLendon, CCC, Deputy Chief of Enforcement
Alex Helperin, CCC, Assistant Chief Counsel
Joseph Street, CCC, EORFC Program Manager
Jonathan Bishop, CCC, Qil Spill Program Coordinator
Wesley Horn, CCC, Environmental Scientist
Jim Hossler, CA State Fire Marshal, Jim.Hosler@fire.ca.gov
Errin Briggs, Deputy Director, Santa Barbara County Planning & Development,
ebriggs@countyofsb.org
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STATE OF CALIFORNIA— CALIFORNIA NATURAL RESOURCES AGENCY GAVIN NEWSOM, GOVERNOR

CALIFORNIA COASTAL COMMISSION

455 MARKET STREET

SAN FRANCISCO, CA 94105-2219
VOICE (415) 904-5200

FAX (415) 904-5400

TDD (415) 597-5885
WWW.COASTAL.CA.GOV

VIA CERTIFIED AND ELECTRONIC MAIL
10/04/2024

Carolyn Bertrand, Deputy General Counsel
Lee Alcock, Assistant General Counsel
Cbertrand@Sableoffshore.com
Lalcock@Sableoffshore.com

Sable Offshore Corporation
12000 Calle Real
Goleta, CA 93117

Subject: Confirmation of Suspension of Current Operations

Dear Ms. Bertrand and Mr. Alcock,

This letter is a follow-up to your video conference with California Coastal Commission
(“Commission”) staff on October 1, 2024, to memorialize both your discussions
regarding unpermitted activities taking place within the Coastal Zone, associated with
existing Las Flores Pipelines CA-324/325 (formerly known as Lines 901/903), and your
follow-up email message the next day. It also lays the groundwork for an order, just in
case that proves to be necessary, by providing formal notice of that possibility, as is
explained on page three. As stated in the “Notice of Violation” letter sent to you on
September 27, 2024 (the “NOV”), and as discussed in the October 1 video conference,
because the prerequisite Coastal Act authorization was not granted, the activities you've
been discussing with my staff (which include, but are not limited to, the placement of
solid material, excavation/grading/earth movement work, and the alteration of the size of
a structure, all of which qualify as “development” under the Coastal Act) constitute
violations of the Coastal Act and Santa Barbara County’s Local Coastal Program
(“LCP").

| appreciate your willingness to meet with my staff to discuss the issues detailed in the
NOV and steps forward, and your stated commitment to working collaboratively and
maintaining open dialogue with the Commission. | also thank you for the email message
you sent to Commission staff on October 2, 2024, responding to the request made in
the NOV and during the October 1 meeting that development immediately cease. This
letter confirms that my staff received that email message, providing your assurances
that development along Pipelines CA-324 and CA 325 has ceased.

However, Commission staff subsequently received a report that Sable Offshore Corp.
(“Sable”) has restarted development along the pipelines, which would be unfortunate
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and would materially alter our discussions regarding next steps. | am therefore
requesting your assurances that this is not the case and ask that you confirm this by
email or telephone by 2:00pm today (October 4, 2024).

| recognize that in your October 2, 2024 email to Commission staff, you stated that
Sable will be taking “interim measures necessary to stabilize the sites....” Commission
staff acknowledged in the NOV that some measures may be necessary to address the
site conditions and prevent harms to coastal resources, wildlife, and/or the public, and
requested, during your discussion with Commission staff on both October 1, 2024, and
October 3, 2024, that you coordinate with Wes Horn of the Commission’s Energy
Division on any such measures, including regarding what actions are to be taken, where
they will be taken, and the timing of such measures. | appreciate that you began
collaboration during an October 1 in a meeting with Mr. Horn and others, but my
understanding is that in that meeting, Mr. Horn emphasized the need for additional
information before you commence any site stabilization measures. Commission staff
remain available to answer questions you may have, and | hope that we can continue to
coordinate in advance of any such work to avoid any misunderstandings or inadvertent
additional violations.

In addition, | would like to reiterate the request in the NOV and in subsequent
conversations with Commission staff that you confirm that the unpermitted development
activities have fully ceased, and that any further measures are conducted safely,
effectively, and in a manner that prevents further resource damage. Specifically, | ask
that you provide clarification as to: 1) what specific activities constitute “interim
measures”; 2) the specific development along the pipeline that was undertaken prior to
your cessation of activities; 3) identification of the location of each of these activities; 4)
identification of which activities have ceased; 5) identification of proposed steps to be
taken to secure the sites; 6) a timeline as to when such “interim measures,” assuming
we approve them, will be initiated and fully completed; and 7) any available full-size
project plans, including site plan(s) and other applicable plans. If possible, please
provide photos of each category so we can more easily understand the current site
conditions and work performed, and coordinate steps to resolve the current situation.
Please send this information directly to Wesley Horn at Welsey.Horn@coastal.ca.gov,
with a copy to Stephanie Cook at Stephanie.Cook@coastal.ca.gov, no later than 5:00
pm on October 7, 2024.

Additionally, | reiterate that generally any development that has been undertaken along
Pipelines CA-324 and CA-325, within the Coastal Zone, requires a coastal development
permit (“CDP”). As Commission staff communicated to you on October 1, any current or
future development along Pipelines CA-324 or CA-325 requires authorization by the
regulating authority under the Coastal Act. If you intend to continue to undertake
development activities along the pipelines, including “interim measures”, we recommend
that you submit CDP applications for that work as soon as possible. We also ask that
you provide Commission staff with written confirmation of your commitment to apply for
a CDP from Santa Barbara County (or the Commission, for any work in the
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Commission’s jurisdiction) seeking after the fact (“ATF”) authorization for work that has
already occurred.

As indicated in the NOV, the Commission has several administrative and judicial
remedies available to it to respond to unpermitted development, including the ability to
issue administrative orders (both cease-and-desist orders and restoration orders), and
violations of either the Coastal Act or those orders can result in significant administrative
and judicial fines.

Finally, in order to ensure that we are in a position to be able to act quickly in case there
is any misunderstanding, this letter also serves as a notice of the Executive Director’s
intent to issue an Executive Director Cease and Desist Order (“EDCDOQ?”) if you fail to
provide, in a satisfactory manner, the information and assurances requested above
regarding both clarification of operations and commitment to apply for required CDPs.
Your willingness to cooperate with the Commission and prompt email regarding
suspension of operations would provide assurances that we would not need to issue
such an order, and | hope we can continue working with you collaboratively. However,
please also be aware that if you fail to comply with the NOV or, if unpermitted
development along the pipelines recommences without Coastal Act authorization, you
will be in direct violation of the Coastal Act, and | may issue an EDCDO directing you to
take cease work immediately and correct the all violations. Such violations may subject
Sable to additional fines, and/or action by the Commission itself.

Again, | appreciate your attention and coordination with us in this matter. Please
respond to this letter to provide written assurances regarding the cessation of
unpermitted development activities no later than 2:00pm today (October 4, 2024) and
follow up with the aforementioned written clarifying information no later than 5:00 pm
October 7, 2024.

If you have any questions regarding enforcement actions detailed in this letter, please
direct them to Stephanie Cook at (415) 904-5273 or Stephanie.Cook@Coastal.ca.gov.
Additionally, you may send any inquiries or requisite information to:

California Coastal Commission
Attn: Stephanie Cook

455 Market Street, Suite 300
San Francisco, CA 94105

Sincerely,
&

Kate Huckelbridge
Executive Director
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CC:

Cassidy Teufel, CCC, Deputy Director

Lisa Haage, CCC, Chief of Enforcement

Sarah Esmaili, CCC, Senior Attorney

Aaron McLendon, CCC, Deputy Chief of Enforcement
Stephanie Cook, CCC Enforcement Attorney

Alex Helperin, CCC, Assistant Chief Counsel

Wesley Horn, CCC, Environmental Scientist
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STATE OF CALIFORNIA - NATURAL RESOURCES AGENCY GAVIN NEWSOM, GOVERNOR

CALIFORNIA COASTAL COMMISSION

455 MARKET ST, SUITE 300

SAN FRANCISCO, CA 94105-2219
FAX (415) 904-5400

TDD (415) 597-5885

SENT VIA REGULAR, CERTIFIED, AND ELECTRONIC MAIL
11/12/2024
Sable Offshore Corp.

12000 Calle Real
Goleta, CA 93117

Subject: Executive Director Cease and Desist Order No.
ED-24-CD-02

Date Issued: 11/12/2024

Expiration Date: 02/10/2024

Violation File No: V-9-24-0152

Property Location: Various open pit locations located along the existing

Las Flores Pipelines CA-324 and CA-325* (previously
known as Lines 901 and 903), where portions of the
pipeline have been exposed, within the Coastal Zone
between the Gaviota coast and the Las Padres
National Forest, in Santa Barbara County, as well as
areas surrounding those open pit locations, and any
other areas impacted by the development activities at
issue here.

Violations: Unpermitted development in the Coastal Zone
including, but not necessarily limited to, excavation
with heavy equipment; removal of major vegetation;
grading and widening of roads; installation of metal
plates over water courses; dewatering and discharge
or water; pipeline removal, replacement, and
reinforcement; installation of safety valves; and other
development associated with Las Flores Pipelines
CA-324 and CA-3252

1 The Las Flores Pipeline spans multiple properties, including those designated with the following
Assessor’s Parcel Numbers, all of which have open pits with exposed pipe in them: 081-230-021; 081-
150-006; 081-150-007; 081-150-032; 081-150-033; 081-150-002; 081-150-028; 081-140-019; 081-140-
025.

2 Please note that the description herein of the violations at issue is not necessarily a complete list of all
unpermitted development on the properties in violation of the Coastal Act.
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l. ORDER

Pursuant to my authority under California Public Resources Code (“PRC”) Section
30809, as the Executive Director of the California Coastal Commission (“Commission”),
| hereby issue this Executive Director Cease and Desist Order (“EDCDO” or “this
Order”), which orders you, Sable Offshore Corp. (“Sable”), as the owner and operator of
Las Flores Pipelines CA-324 and CA-325, to cease and desist from undertaking any
further unpermitted development and immediately undertake steps necessary to avoid
irreparable injury to the properties at issue in this order until formal Commission action
can occur. Those steps include, among other things, safely securing and stabilizing
open pits (“Open Sites”) along the existing Las Flores Pipelines CA-324 and CA-325
within the Coastal Zone (“Pipelines”) and the immediately surrounding areas so as to
prevent potentially significant damage to coastal resources until you have received a
final coastal development permit3 for further development or the Commission issues an
order to restore the site or otherwise takes action to bring the site into a state that is
safe and consistent with the law.

Compliance with the following terms is intended to ensure that all unpermitted
development described in Section 1V, below, remains halted, ensuring that further
damaging effects to coastal resources are avoided, while Sable secures the sites and
seeks authorization from the Commission for past and future (proposed) development,
and/or for any steps needed restore the site. A future Commission action will likely be
needed on a longer-term enforceable document addressing any remaining unpermitted
development, any further or longer term remedial steps needed to be taken along the
Pipelines, and potentially addressing other enforcement-related matters such as
penalties, but this Order provides a more immediate and enforceable mechanism and
framework for ensuring the Open Sites are safely secured in the interim.*

In addition, and more specifically, | hereby order you to comply with the following terms
and conditions to avoid irreparable injury to the Open Sites and surrounding areas,
pending any possible action by the Commission under PRC Sections 30810 and 30811
of the Coastal Act®:

3 A“final” coastal development permit as used here means one that is: (a) no longer subject to appeal,
either within the County system or to the Commission, and whether because the time period for such
appeals has elapsed or because all such appeals have been completed; and also (b) no longer subject to
judicial review, again whether because the statute of limitations for such a challenge has elapsed or
because all such challenges have proceeded to completion.

4 Please note that the description herein of the violation at issue is not necessarily a complete list of all
development on the subject property that is in violation of the Coastal Act that may be of concern to the
Commission. Accordingly, you should not treat the Commission’s silence regarding (or failure to address)
other development on the subject property as indicative of Commission acceptance of, or acquiescence
in, any such development. Please further note that the term “violation,” as used throughout this letter,
refers to alleged violations of the Coastal Act.

5The Coastal Act is codified in PRC sections 30,000 et seq.
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1. Cease and desist from conducting any further unpermitted development at the
Open Sites with the exception of conducting remedial measures, to ensure
intermediate securing of the Open Sites, as authorized and required by this
Order.

2. Within 3 days of the effective date of this EDCDO, submit an Interim Restoration
Plan (“Interim Plan”) for the review and approval of the Executive Director of the
Commission (the “Executive Director”), that will provide for steps for the interim
securing of the Open Sites, including backfilling of the Open Sites, pending the
securing of Coastal Act authorization for further development. Implement to
completion, and consistent with its terms, the approved version of the Interim
Plan, which shall include the following components, and a schedule for setting
forth the time frame for commencing and completing each of the following:

a. Interim Erosion Control Plan

I. Within 3 days of the Effective Date of this EDCDO, Sable shall
submit an Interim Erosion Control Plan.

1. The Interim Erosion Control Plan shall be prepared by a
gualified Restoration Specialist to address ground
disturbance and prevent erosion during and after activities
undertaken to safely secure the Pipelines under this Interim
Plan, and shall include: 1) a narrative report describing all
temporary run- off and erosion control measures to be used
including replacement and/or recompaction of any excavated
materials, and restorative grading to be done during and
after removal/restoration activities; and 2) a site plan
identifying and delineating the locations of all temporary
erosion control measures that will be installed pursuant to
this plan, including seeding of location-appropriate plant
species to assist in erosion control.

2. The Interim Erosion Control Plan will include a proposal that
will provide a detailed work plan as to the steps to be taken
to secure Open Sites, including backfilling the Open Sites
with native soil from their respective excavations and
compacting the soil, as needed, to achieve a level grade.

3. The Interim Erosion Control Plan shall indicate that all
erosion control measures are required to be installed and
fully functional in the area impacted by the unpermitted
development prior to, or concurrent with, the initial activities
required by this EDCDO and maintained at all times
throughout the term of the EDCDO, to minimize erosion
across the site.
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3. Use of Equipment

The Interim Erosion Control Plan shall demonstrate that
Sable will strategically place and maintain security fencing to
ensure that the Open Sites are safely secured, thereby
preventing any potential access to the sites, and further
disturbance to biological and coastal resources as well as to
protect against adverse impacts to humans, wildlife and
other animals.

The Interim Erosion Control Plan shall also include
installation of appropriate erosion control BMPs in, and
around, areas where vegetation was mowed or removed,
and applying a hydroseed mix comprised of appropriate
native plant species.

The Interim Control Erosion Plan shall include the following
deadlines:

a.

Implement and complete the approved version of the
Interim Plan within 7 days of its approval by the
Executive Director

Submit, within 5 days from completion of the work
required under the Interim Plan, a report, including
photographic evidence, documenting the completion
of the work authorized by this EDCDO. If, after
reviewing the report required by this EDCDO, the
Executive Director determines that the work required
by this EDCDO failed in whole or in part, Sable shall
undertake any work that is required to ensure
compliance with the approved plans or the
requirements of this EDCDO.

a. The Interim Plan shall include a detailed description of all equipment to be
used. It is understood that mechanized equipment will likely need to be
used to complete the activities required to implement the Interim Plan. The
Interim Plan shall prohibit mechanized equipment that adversely impacts
coastal resources, including wetlands and ESHA, protected under the
Coastal Act. The Interim Plan shall include limitations on the hours of
operations for all equipment.

b. The Interim Plan shall provide for BMPs to govern the work required in the
plan and include a contingency plan that addresses, at a minimum: 1)
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4.

impacts from equipment use; 2) potential spills of fuel or other hazardous
releases that may result from the use of mechanized equipment and
responses thereto; 3) impacts from equipment and worksite lighting, 4)
impacts from equipment sound; and 5) all water quality concerns. The
Interim Plan shall designate areas for staging of any construction
equipment and materials including receptacles and temporary stockpiles
of materials. All stockpiles and construction materials shall be covered,
enclosed on all sides, located as far away as possible from drain inlets
and any waterway, and shall not be stored in contact with the soil.

c. The Interim Plan shall specify that no demolition or construction materials,
debris, or waste shall be placed or stored where they may enter sensitive
habitat including wetlands, receiving waters, or a storm drain, or be
subject to wind or runoff erosion and dispersion.

Within 120 days from effective date of this EDCDO, apply for a CDP for any
proposed future work to be undertaken along the Pipelines, as well as for after-
the-fact (“ATF”) authorization for unpermitted development that has already
occurred, by submitting a complete CDP application to Santa Barbara County for
any development in its Coastal Act permitting jurisdiction and to the California
Coastal Commission for any development in its retained permitting jurisdiction, or
by submitting a consolidated permit application to the California Coastal
Commission for all such development, if consistent with PRC section 30601.3.
The CDP application(s) must include, at minimum, detailed site plans,
information on the amount of grading (cut, fill, export) involved, Best
Management Practices (“BMPs”) to govern the work, wetland and
environmentally sensitive habitat area (‘ESHA”) delineations for any wetlands or
ESHA within 100 feet of any of the work, and results of both biological and
cultural resource surveys of all areas potentially affected by the unpermitted and
proposed development activities.

Any submittal to be provided to the Executive Director pursuant to this Order
shall be provided by mail to the attention of Stephanie Cook at 455 Market
Street, Suite 300, San Francisco CA 94107, with a copy sent via email to
Stephanie Cook at Stephanie.Cook@Coastal.ca.gov and Wesley Horn at
Wesley.Horn@Coastal.Ca.gov.

ENTITIES SUBJECT TO THE ORDER

The parties whose actions or inactions are subject to this Order are Sable Offshore
Corp; all employees, agents, and contractors of the foregoing; and any other person or
entity acting in concert with the foregoing.

IDENTIFICATION OF THE PROPERTIES
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The properties® that are the subject of this Order, including the various Open Sites,
areas surrounded by the Open Sites, and any other areas impacted by the development
activities at issue here, are located along the Coastal Zone portion of existing Las
Flores Pipeline CA-324 and CA-325 (previously known as Lines 901 and 903), which
extends from the Gaviota coast to the Las Padres National Forest within Santa Barbara
County.

V. DESCRIPTION OF THE VIOLATIONS

The Coastal Act violations addressed by this Order’ involve development that has
occurred in the Coastal Zone without the requisite Coastal act authorization, including,
but not necessarily limited to, excavation with heavy equipment; removal of major
vegetation; grading and widening of roads; installation of metal plates over water
courses; dewatering and discharge of water; pipeline removal, replacement, and
reinforcement; installation of safety valves; and other development associated with the
Las Flores Pipelines CA-324 and CA-325.

V. COMMISSION AUTHORITY TO ACT

The Executive Director is issuing this Order pursuant to her authority under PRC
Section 30809, including, but not necessarily limited to, subdivision (a)(2) thereof.

VI. EXECUTIVE DIRECTOR’S FINDINGS

As the Executive Director of the Commission, | am issuing this Order pursuant to my
authority under PRC Sections 30809(a) to prevent further significant damage to coastal
resources that, without this order, would be likely to occur as a result of the current state
of the Open Sites, and likely to be exacerbated by the upcoming rainy season. As such,
this order requires Sable to take immediate steps to secure the Open Sites and submit
a complete CDP application seeking Coastal Act authorization for all proposed future
development along the Pipelines, as well as ATF authorization for any work that has
already occurred.

Commission enforcement staff informed Sable of the violations of the Coastal Act in an
initial Notice of Violation letter sent to Sable on September 27, 2024, in a follow-up letter
sent October 4, 2024, and in multiple virtual meetings over the course of the following
weeks. A more detailed recitation of the history is provided below.

With limited exceptions not applicable here, PRC Section 30600(a) states that, in
addition to obtaining any other permit required by law, any person wishing to perform or
undertake any development in the coastal zone must obtain a CDP. “Development” is
defined by Section 30106 of the Coastal Act as follows:

8 See footnote 1

7 See footnote 2.
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"“Development’ means, on land, in or under water, the placement or erection of
any solid material or structure; discharge or disposal of any dredged material or
of any gaseous, liquid, solid, or thermal waste; grading, removing, dredging,
mining, or extraction of any materials; change in the density or intensity of use of
land, including, but not limited to, subdivision pursuant to the Subdivision Map
Act (commencing with Section 66410 of the Government Code), and any other
division of land, including lot splits, except where the land division is brought
about in connection with the purchase of such land by a public agency for public
recreational use; change in the intensity of use of water, or of access thereto;
construction, reconstruction, demolition, or alteration of the size of any structure,
including any facility of any private, public, or municipal utility...” (emphasis
added)

The Development described herein clearly constitutes “development” within the
meaning of the above-quoted definition and therefore requires a CDP. Sable has not
submitted an application for a CDP for any proposed future work, nor has Sable
submitted any ATF application for work previously undertaken along the Pipelines and
within the Coastal Zone. Because of the potential for significant damage to coastal
resources, and inherent danger in leaving the Open Sites in their current state,
particularly in light of the upcoming rainy season, this Order is necessary to ensure the
Open Sites are quickly and safely secured.

As a jurisdictional requirement to issue this Order, | have determined that Sable has
undertaken or is threatening to undertake development that may require a CDP, without
first securing a CDP.

On October 4, 2024, | notified Sable of my intent to issue an Executive Director CDO
pursuant to PRC section 30809 if certain information and assurances were not provided
in a satisfactory manner. More specifically, in that letter, | requested detailed information
as to the work that Sable has undertaken at the site, as well as proposed measures to
temporarily secure the site, specific project plans, and written confirmation of their
commitment to apply for an ATF CDP. Sable has failed to satisfactorily provide the
information requested and has further failed to provide written confirmation of such
intent.

On September 27, 2024, Commission staff sent a “Notice of Violation” letter informing
Sable that the Commission had become aware of unpermitted activities taking place
within the Coastal Zone, including excavation with heavy machinery, grading, and other
activities at various locations along the Pipelines, apparently in connection with a
proposed restart of the Santa Ynez Unit, consisting of three offshore platforms, Las
Flores Canyon processing facility, and associated electrical transmission and onshore
and offshore oil and gas transport pipelines. Commission staff requested Sable
immediately cease all unpermitted development within the Coastal Zone, including all
activities associated with Lines 324 and 325, as well as any potential development
activities taking place along the offshore platforms and pipelines. Commission staff
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further detailed the need for Coastal Act authorization for any development in the
Coastal Zone, which should be sought through the submittal of an application(s) for the
required CDP(s). On October 1, 2024, Sable met with Commission staff to further
discuss the Coastal Act violations, and steps necessary to secure the Open Sites. In
this conversation, Commission staff emphasized the need for additional information
before any further work, including interim steps to secure the site, could be taken, and
that legal authorization was needed. Nonetheless, on October 2, 2024, Sable emailed
Commission staff and said work on Pipelines CA-324 and CA-325 within the Coastal
Zone had been suspended, “subject to taking interim measures” they characterized as
“necessary to stabilize the sites”. In response, Commission staff met with Sable, on
October 3, 2024, to, again, discuss the Open Sites and reiterate that whatever they
apparently were calling interim measures was also development needing Coastal Act
authorization, and that work must stop entirely, pending some legal authorization and
offered to work with Sable to reach such agreement on interim authorization. On
October 4, 2024, Commission staff sent a letter to Sable providing formal notice of the
Executive Director’s intent to issue an order, if necessary, to halt the ongoing project
work and also to provide for a plan for site stabilization, and requested written
assurances, by 2:00 pm that day, that Sable had, in fact ceased work entirely. Before
this deadline, Sable emailed Commission staff confirming that all work, including what
they were calling interim measures, had ceased. Unfortunately, Commission staff were
subsequently informed that work along the Pipelines had not ceased. In response,
Commission staff sent an additional email at 3pm on October 4, 2024, informing Sable
that staff continued to receive reports stating that work was ongoing and asked that
Sable confirm that work had fully stopped to which Sable responded to say they had
“confirmed with field that all work has stopped.”

Our October 4, 2024, letter additionally requested that information relating to the work
being conducted along the Pipelines be submitted by 5:00 pm on October 7, 2024, and
further requested that Sable provide written confirmation of intent to apply for a CDP(s)
seeking ATF authorization for any work that had already occurred in the Coastal Zone
and prospective authorization for any proposed future work. On October 7, 2024,
Commission staff received an email from Sable providing a spreadsheet detailing the
location of current open pit sites, but that stated that a full response to the information
request could not be completed and that more time was needed. On October 8, 2024,
Sable sent Commission staff a follow-up document which provided additional
information as to work that had been undertaken at the Open Sites and steps required
to fully complete the work at each site. However, no information was provided as to
potential steps that could be taken to secure the sites temporarily but, instead, only
information as to steps necessary to fully complete the project were given. In this
document, Sable provided that project plans were in process, however Commission
staff have yet to receive any full-scale work plans.

In the following weeks, Commission staff have had multiple virtual meetings and phone
calls with Sable and their representatives to discuss the additional requested
information, the existing state of the Open Sites, and potential paths forward. Much of
these conversations have focused on the current state of the Open Sites and potential
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interim steps to be taken to mitigate further damage to the coastal zone during the
period of time needed for Sable to apply for CDPs, as detailed above. However, Sable
has yet to satisfactorily provide, as required by PRC Section 30809, detailed information
as requested in our October 4 letter, and remains unwilling to provide written
confirmation as to commitment to apply for an ATF CDP for work previously undertaken
within the Coastal Zone. During these conversations, Commission staff discussed with
Sable a potential path forward, to ensure the sites could be safely, and legally, secured
during the period of time needed for Sable to apply for CDPs as detailed above, through
issuance of a Consent Cease and Desist Order. Unfortunately, Commission staff and
Sable were unable to reach mutually agreeable terms.

Vil.  COMPLIANCE OBLIGATION

Strict compliance by the parties subject to this Order is required. Failure to comply with
any term or condition of this Order, including any deadline contained herein will
constitute a violation of this Order and subject the parties to exposure for penalties
under section 30821.6. However, pursuant to PRC Section 30803(b), any person or
entity to whom this Order is issued may file a petition with the Superior Court and seek
a stay of this Order.

VIIl. EFFECTIVE DATE

This Order shall be effective upon its issuance and shall expire 90 days from the date
issued on 11/12/2024 unless extended consistent with the applicable regulations.

Should you have any questions regarding this matter, please contact Stephanie Cook at
Stephanie.Cook@Coastal.ca.gov or Wesley Horn at Wesley.Horn@ Coastal.ca.gov.

Signed,

Kate Huckelbridge
Executive Director
California Coastal Commission

Date: 11/12/2024

Enclosure:

Cc: Lisa Haage, Chief of Enforcement
Aaron McLendon, Deputy Chief of Enforcement
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Alex Helperin, Deputy Chief Counsel
Wesley Horn, Environmental Scientist
Stephanie Cook, Enforcement Counsel





