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I.  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.4 
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.5 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.6 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,7 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.8 The Permits are not transferable, and the owner, operator, or 
guarantor listed on the Permits cannot be changed, except in accordance with Chapter 25B.9   
 

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.10 The spill devastated 
approximately 150 miles of the California coast.11 Thousands of acres of shoreline and subtidal 
habitat were destroyed, and an untold number of animals — including marine mammals — were 
injured or killed.12 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. 
6 Id. 
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. 
11 Id. at 18.   
12 Id. at 3-9. 
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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  

 
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 

Location 
Proposed Project - Maximum 

Spill Volume, gallons 

Alternative - Maximum Spill 
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 

Location Spill Frequency 
Return Period, years 

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 

  
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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Agenda Number:  
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Department Name: Planning and Development 

Department No.: 053 

Agenda Date: 3/19/02 

Placement: Departmental 

Estimate Time: 3-4 hours 

Continued Item: NO 

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. 

SANTA BARBARA COUNTY 

BOARD AGENDA LETTER 
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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 I).  
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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 
 

 
Minerals Management   State Lands Comm. 

   Recent cases processed in Energy Division 
Proposed Ordinance 

Point Arguello Project    Ellwood Facilities 

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. 

 

Pre-sale facility audit           Yes           Yes           No           No 

Most recent SIMQAP 

audit results and status 

of implementation 

must be disclosed to 

new owner. 

Joint & several liability 

(owners) 
          Yes           Yes           Yes           Yes 

Yes, based on pre-

existing permit 

conditions 

Non-managing partners 

Approval required. 

Must be listed on 

lease. [2] 

Approval required. 

Must be listed on 

lease. 

Listed on permit.      No (N/A?) 
Must apply and be 

listed on permit 

Guarantor (approval of 

amount and method) 
          Yes           Yes           Yes 

Marine Terminal only 

(under FROG [3]). 
          Yes 

Change of Operator 

Pre-change facility 

audit 
          Yes 

Required in some 

cases. 
          No           No 

Most recent SIMQAP 

audit results and status 

of implementation 

must be disclosed to 

new operator. 

Joint & several liability 

(operator) 
          Yes.           Yes           Yes           Yes           Yes 

Cross training           Yes [4]           No [5] 
Not required, but did 

occur. 

Not required, but did 

occur. 
Yes, where feasible 

Pre-change emergency 

drills 
          Yes [4]           No [5] 

Not required, but did 

occur. 
          No           Yes 

Check safety & 

compliance records 
   Yes – 5 years   Yes – as available Included in staff report           No           Yes 

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 3rd party. 

Up to $150 million, 

depending on worst 

case spill potential. 

Provided by lessee, 

operator, or 3rd 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: 

 



Board of Supervisors Memo  Page 9  

March 5, 2002 

 

  

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                       not required       
Financial 

Guarantees                            
Fees and 

Exactions                    

Safety Audit 

Disclosure                

Compliance with 

Existing Reqs.                

Compliance Plan 

Update            

Transition Plan            

Emergency 

Response Drills            

Operator 

Capability                
 
 



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. 

  

2. 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.e] 
 
 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. 

 

4. 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. 

 

5. Compliance Plans finding revised for change of operator.  [25B-10.1.f] 
 
 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 

24A 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: 

A. Proposed Ordinance Adding Chapter 25B to the County Code 

B. Proposed Ordinance Revising Chapter 24A (Administrative Fines and Penalties) 

C. Marked up copy of Proposed Chapter 25B, reflecting staff-recommended revisions to Planning 

Commission’s recommended ordinance 

D. Board of Supervisors’ Findings for Adoption of Proposed Ordinance 

E. Planning Commission Action Letters, dated August 6, 2001 and September 17, 2001 

F. Written public testimony for Planning Commission Hearing, September 17, 2001 

G. Memorandum to the Planning Commission, dated September 7, 2001 

H. Written public testimony for Planning Commission Hearing, August 1, 2001 

I. Staff Report to the Planning Commission, dated July 19, 2001 

 
 



 
 
 
 
 
 
 
 
 
 
 

ATTACHMENT 5 



 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.1 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.2 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 

                                                 
1 Curtin, Daniel. Curtin’s California Land Use and Planning Law. 1999. Page 1. 
2  In 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.  
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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: 

 

➢ Identification 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. 

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.3 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) 

 

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 

                                                 
3 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 II, development activity was vigorous. The 

intensely competitive nature of this side of the business placed a premium on lease 

acquisition and the capacity to exploit existing reserves.”4  

 

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  

[§25B-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 

[§25B-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)  

     Director 

    Review 

Change form of business organization (owner or 

operator) Temporary operator 

Change of non-managing partner (owner) 

Other changes not under P/C jurisdiction 

   
Full ownership change  

    Planning 

    Commission 

    Review 

Change of managing partner of owner 

Change of operator (including any partner) 

 

Applications handled by the Director may be approved, based on a short list of appropriate 

findings [§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 [§25B-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 (§5.1.1). 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, e) 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 Venoco 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 (POPCO). 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 
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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) a single 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 [§25B-8]. This process for change of 

owner/operator supercedes the provisions of the Zoning Ordinance previously utilized by the 

Energy Division for such cases [§25B-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 [§25B-4(1)]. 

Furthermore, all owners and operators are required to accept the permit conditions [§25B-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 



Change of owner/operator, case #: 01-ORD-00000-00006 

Page 16 

 

  

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. 

 

 

 

 

 

 

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 

Findings made by:    

Type of change:    

Finding

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

change of guarantor
temporary

operator

Director

Findings required for change of owner or operator in proposed ordinance

Planning Commission

change of non-

managing partner
change of owner

full change of owner 

or managing 

partner

change of 

operator
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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 (§5.1.2), 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 [§25B-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 (§6.5.1) 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 Venoco 

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 § 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 §§ 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 

A. Proposed Ordinance adding Chapter 25B to the County Code  

B. Draft Board of Supervisors Findings for Adoption of Proposed Ordinance 

C. Change of owner/operator summary 
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Chapter 25B of Santa Barbara County Code  (Proposed Ordinance) 

 

CHANGE OF OWNER, OPERATOR OR GUARANTOR FOR CERTAIN OIL AND GAS 

FACILITIES 

 

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 II and III, 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: 



Change of owner/operator, case #: 01-ORD-00000-00006 

Page 32 

 

  

(a) 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. 




