CALIFORNIA REGIONAL WATER QUALITY CONTROL BOARD
CENTRAL VALLEY REGION

SETTLEMENT AGREEMENT AND STIPULATION FOR ENTRY OF
ADMINISTRATIVE CIVIL LIABILITY ORDER RS-ZOI 5-0510
' IN THE MATTER OF
--BREITBURN OPERATINGL.P. - -
DOW CHANSLOR LEASE
SOUTH BELRIDGE OIL FIELD, KERN COUNTY

This Settlement Agreement and Stipulation for Entry of Administrative Civil Liability Order
(Stipulated Order or Order) is entered into by and between the Assistant Executive Officer .
of the California Regional Water Quality Control Board, Central Valley Region (Central
Valley Water Board), on behalf of the Central Valley Water Board Prosecution Team
(Prosecution Team), and BreitBurn Operating L.P. (Discharger) (collectively known as the
Parties) and is presented to the Central Valley Water Board, or its delegee, for adoption as
an order by settlement, pursuant to Government Code section 11415,60,

- Recitals -

1. On 15 November 2013, Central Valley Water Board issued California Water Code
Qrders pursuant to Section 13267 (Section 13267 Order) to nmltiple owners and

operators of oil and gas exploration and production operations in the Central Valley
Region. The Discharger was a recipient of one of the Section 13267 Orders. The
Section 13267 Order sought information about the: (1) discharges of drilling fluids to
land {j.e., including sumps), and (2} discharges of well completion and/or workover

- fluids to 1and at any company well during the reporting period from 1 January 2012
to the date the Orders wete issued.

" 2. On7 Februdry 2014, the. Discharger subinitted a spreadsheet with the information
- sought in the Section 13267 Order. The spreadsheet stated that stimulation treatment
fluids from 24 wells were discharged to 24 unlined sumps.

3. On2l May 2014, Central Valley Water Board staff issued a Notice of Violation with
' a second Section 13267 Order to the Discharger to seek clarifying information about

the reported discharges of stimulation treatment fluid from 24 wells to 24 unlmecl
sumps.

4. _ Inresponse o the 21 May 2014 Section 13267 Order, the Discharger submitted o 16
July 2014 a technical report with additional information about the fluid discharges to
sumps. The report stated that six wells had positive pressure at the surface after their

“fina] hydraclic fracture treatment stage, which caused 10 barrels (420 gallons) to 20
bharrels (840 gallons) of stimulation treatment fluid 1o discharge into sach of six unlined
sumps. The report also stated that the other 18 of the 24 wells initially reported in the
spreadsheet as having treatment fluid discharges to sumps did not have positive
pressure af the swrface after stimulation treatment and that all treatiment fluids remained
in those wells, After evaluation of the 16 July 2014 repott and review. of additional
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information submitted by the:Discharger to the California Division of Oil, Gas, and
Geothermal Resources, Central Valley Water Board staff determined that the

" Discharger discharged treatment fluids into the six unlined surps at the six wells
identified in the report fora combined total of 17 days.

Regulatory Considerations

5. The Central Valley Water Board staff has concluded that the Discharger has violated
Water Code section 13350 for unpermitted discharges ta land. “The Central Valley
. Water Board roay assess administrative cnrll hablhty based on Water Code section
13350 for such- d1$ohar<res

& ‘Water-Cede- sectmn 13350(&) states “fa)‘A person who(T) violates a cease and
desist order or cleanup and 4batement order Hereafter issued, reissuet], or amended
by a regional board orliestate board, or (2)invioldtion ofa waste discharge
requirement, waivér condition, certification; or otherorder or prohibition issued,
reissued, or amended by aregionalboard o the stateboard, dischargeswaste, or -
causes or permits waste to be deposxted where it is discharged, into the waters of the
state .. .

7. ‘Water Code sactmn‘ 13350{8)(2) states: “The state board ora reg
ithi P 2 ommmending with
‘Section 13323)0f'C apte 5 eithisr ord-daily’ ‘basisora per gallon bas:s ‘but not on
both. (2) The civil Hiakili ‘per, gallon'basis shall not exceed ten dol“lars (510)
for eat‘:h aa!lon of Waste dlscharged"” o

i(mal board may

i

8- Water Code section - 13327 states:n: determmmg the-amourit of ¢ivil liability, the
regional board . . . shall take into éonsiderationthe nature,” circumstanas, extent, and
gravity of the vmlatia or violations, whether the discharge is susceptible to cleanup
or-abatement; the de i foxidity ef the discharge,-and, withirégpeot to the

“violator, the ability aipay, the'effecton ab!}tty {fo-continueinbasiness, any veluntary
cleanup-efforts undertaken, sny prior history of viclatons, the degrdé of cilpakility,
economic benefit or savmgs lf any, resultmg from the violation,and other matiers as

Jushce may requnw
Setflement
9, The Parties have engaged in confidential settlement negotiations and agree 1o settle

the matter without-administrative or oivil litigation-and by presenting this Stipulated
“Ortler-to the Centrdl Valley Water'Board, or its delegee, for adoption as an order by
seitlement prirsuant to'Govermment Code section 11415:60. The: Central Vailey
Water Board Prosecution Team believes-that the resolution of the alleged vidlations
ig fair and reasonable atid fulfills its-enforcement objectives, thatno further action is
- warranted conceming the vidlations dlleget! herein and that this- Sixpuiateri Order is
in the best-interests-of ihe pubhc '

3%
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10.  The Parties are agreeing to a reduction from the maximum penaity of $5,000 per day,
based on a consideration of the rela‘ewe}y small discharge volumes, reduced potential
harm to beneficial uses to groundwater in the South Belridge Oil Field, and the
recovery of economic benefit to the Discharger. The economic benefit was
calculated as the rental of two Baker tanks from May through July 2013 and the cost
of proper disposal of materials. After consideration of the penalty calculation
factors, found in the State Water Resources Control Board's (State Water Board)
Water Qm!xry Enforcement Policy, the Patties agreed that the settlement amount was
appropriate in order to resolve their dispute and given the potential threat to water
quality and considering the goal of deterring future viclations. Further, this
reduction was deemed appropriate given the voluntary production of information
provided in response to the Section 13267 Orders. o

1. To resolve the discharges by consent and without further administrative proceedings,
: the Parties have agreed to the imposition of 367,700 in liability against the Discharger.
Stipulations.

The Parties stipulate to the following:
1. Administrative Civil Liability: The Discharger hereby agrees to the imposition of
an administrative civil Hability totaling sixty-seven thousand seven hundred

doliaxs: {$67 700) to the Central Valley Water Board 1o resolve the alleged Water
Code violations, specifically: '

a. Sixty-seven thousand seven hundred dollars ($67,700) shall be paid to the
+ State-Water Board Waste Discharge Permit Fund. Payment shall be made no

Jater than thirty (30) days after the entry of an Order approving this
Settlement Agreement by the Central Valley Water Board, by. check payable
10 the State Watm Board Waste Discharge Permir Fund. The Discharger
shall indieate on the ¢heck the numiber of this Order. The E)lscharger shali
send the-original signed check to the Actounting Office, Atin: ACL Payment,
P.0. Box 1888, Saciamento, CA 95812-1888, Copies of the check shall be
sent to Julie Macedo, Senior Staff Counsel, State Water Resources Control
Board, Office of Enforcement, P.O. Box 100, Sacramento, CA 95812 and
Clay Rodgers, Assistant Executive Officer, Regional Water Quality Control
Board, Ceritial Valley Region, 1685 E Street, Fresno, CA 93706.

2. Cempliance with Applicable Laws: The Discharger understands that payment of
administrative civil Hability in accordance with the terms of this Stipulated Order
drid/or compliance with the terms of this Stipulated Order is not a substitute for
compliance with applicable laws, and that continuing violations may subject it to
" fitrther enforcement, including additional administrative civil liability.
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3.

6.

| Meartha, Brook, EqSManager

Part} Cuntacts fur Commumcatmm reiated to: St:pulated Orﬁer

For the CentraT Vallay Water Board

Clay Rodgers

Asgistant Executive Officer o
Central Valley Regxonal Water Quahty Control Board
‘Céntral Valley Regxon '

1685 E 'Street

Fresna, CA 93706

(559) 4455116

Julic Macedo ~ Senior Staff Coungel
Office of Enforcement
State’ Water Resoumc% Cﬁntmi Board

1001 §Street; T6th Floor ™

Sagramento, CA 95812 o
(916) 323-6847 : s

For the D;schamer

"1430 Trirctun Aventié, Suite 900

Bakersfield, California 93301
(6615) 322-6023 I ottt

Clisnt Contact; .

_ 9. I
(213) 725 5900 Extensmn 223

- Attﬂmey 's Fees. and Cuats Except as- otharwwe prowded herem, eac.h Party shdli

.....

wrth the matters set i‘oth he:rem

Matters Addressed by Stupuiaﬁun Upon the Central ' ailay Water Board's, or its

deleges's, adopuon of this: Stspu{atecl Order, this {Brder presents.a i“ma! and bmdmg
resolution and settlement of any pozenttal v1o]at10ns iesultmg from the Section 13267
Ordler pursuant io Wa‘cer Code section’ 1335 0, I"ne prowswns of tliis. Paragraph are
expressly conditionedl on the full payment of the adriinistrative civil hab:ﬂ!ty, in
accordance w1th Stipulation Paragraph 1 herein,



BreitBurn Operating L.P. 5
Kem County
Order Mo. R5-2015-0510

7.

16.

11.

12.

Public Notice: The Discharger understands that this Stipulated Order will be
noticed for a 30-day public review and comment period prior to consideration by the
Central Valley Water Board, or its delegee. If significant new information is
received that reasonably affects the propriety of presenting this Stipulated Order to
the Central Valley Water Board, or its delegee, for adoption, the Executive Officer
may unilaterally declare this Stipulated Order void and decide not to present it to the
Central Valley Water Board, or its delegee. The Discharger agrees that it may not
rescind or otherwise withdraw its approval of this proposed Stipulated Order.

Addressing Objections Raised During Public Comment Period: The Parties
agree that the procedure contemplated for the Central Valley Water Board’s adoption

‘of the settlement by the Parties and review by the public, as reflected in this

Stipulated Order, will be adequate. In the event procedural objections are rajsed
prior to the Stipulated Order becoming effective, the Parties agtee to meet and confer
concerning arty such objections, and may agree to revise or adjust the procedure as

necessary ot advisable under the circumstances.

T No Walver of Right to Enfarees The failme of fie Prosecution Team or Central

Valley Water Board to enforce any prowsmn of this Stipulated Order shall in no way
be deemed a waiver of such provision, or in any way affect the validity of the Order.

'~ The failure of the Prosecution Team or Central Valley Water Board to enforce any

such provasmn shail not preclude it from later enforcing the same or any other
provision of this Stipulated Order,

Interpretation: This Stipulated Order shall beconstrued as if the Parties prepared it

jointly. Any uncertainty or ambiguity shall not be interpreted against any one Party.

Modlﬁcatmn- This Stipulated Order shall not be modified by any of the Parties by
oral representation mnade before or after its execution. All modifications must be i in

‘WWiiting, signed by all Parties, and approved by the Ceritral Valley Water Board,

If:Order Does Not Take Effect: - In the event that this Stipulated QOrder does not
take effect because it is not approved by the Central Valley Water Board, or its
délegee, or is vieated in whole or in part by the State Water Board or a court, the
Parties acknowledge that they expect to proceed to a contested evidentiary hearing
before the Central Valley Water Board to determine whether to assess administrative
civil liabilities for the underlying atleged violations, unless the Parties agree
otherwise. The Partics agree that all oral and wriften statements and agresments
made during the course of settlement discussions will not be admissible as evidence
in the heating. Suabject to the foregoing sentence, the Parties agree to waive any and
all dbjections based on settlement communications in this maiter, including, but not
limited to:

a. Ohbiections related to prejudice or bias of any of the Central Valley Water
Board members or their advisors and any other objections that are premised
in whole or in part on the fact that the Central Valley Water Board members
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13.

14,
15.

16.

17.

18.

19,

. ‘Wawer ni‘ nght *to I’eix’tmn. Fh “

or their advisors were exposed to-some of the material facts-and the Parties’
seftlement positions as @ conseguence of reviewing the Stipulation -andfor the
Order, and therefore may-have formed impressions or conclusmns prior to
any contested-evidentiary hezmng in'this niatter; or-

b. Laches ordelay or other equitable defenses based on the t1me period for
administrative or judicial review to the extent this period has been extended
by these settlement proceedings. . . - A _

No Admission-of Liability: In settling this matter, the Discharger does not-admit to
any of the findings in this Stipulated Order, or that it has been-or-is in violation of the
Water Code; or' any: other federal, state, or lgcal law or-ordinance; ‘however, the
Discharger recognizes thaf this: Stipulated Order may be. used asevidence.of a-prior
enforcement action consistent with Water: Code section 1332?

Waiver of Hearing: The stchargerihas been mformed of the rights provided by
Water Code section 13323(b), and hereby waives its rightto a hearing before the

: Cenu'al Valley Wate: Board; ps oy tﬂ‘the adopncm of the: htlpulated Gldar

aer cre’by wawesats ngh : petltaon the
Central Vaiiey Water Boax adh o fue Stipulated: Drdt:rfas W forreview
by the State. Watar Board, and ves dts rights, if any, to.appeal the same to
a California. Supenoz' Court and/or. dny California: appellate ie:vel gourt,

Covenant.Not 4o Sue:, The Discharger. covenants 10110 Sue.0r pursue.any,
administrative or civil, «claim(s) againsi:any | State Agem:y ar the. State of Cahfomla,
its officers, Board Members, employees, representatives, agents, ot attameys ansmg

_-out of-ar relatmg to any wiplation alleged herein:

Na ] .I\elther th@CcntraI leley Water
‘Board menibersnor the Centrai B lley ‘Water Board staff, attorneys, or
wepresentatives shall be ligble for any-injury or damage lo;persons.or.property
resulting from-acts or.omissions by .he Discharger, its directors, officers, employees,
.agents, representatives.or contractors/incarrying out activities pursuant te this

: Snpulaied Order. .

Authorlty to Bind:. Eaah person executmw this, Stlpuﬁated Order in.a representative
capacxtv represents.and warcants: tﬁhat ‘he or:she is authonzcd 10 execute.this

Stipulated Order on behalfof and to,bind the entity. on whose-hehalfhe or she
executes the: Oxder.

Ma Third I‘-amy Beneﬁciamies. This Stipﬁlated Order is not intended to confer any
rights or obligations on any third party-or parties, and no third party or parties shall
‘have any right of action under this Stipulated Order for any. cause whatsoever.
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20.  Effective Date: This Stipulated Order shall be effective and binding on the Parties
upon the date the Central Valley Water Board, or its delegee, enters the Order.

921,  Counterpart Signatures: This Stipulated Order may be exscuted and delivered in
any number of counterparts, each of which when executed and delivered shall be
deemed to be an original, but such counterparts shall together constitute one
documetit.

IT IS SO STIPULATED.

California Regional Water Quality Control Board Prosecution Team

__ Bate_i//%/;g“ S

BreitBurn Operating L,F,
. o e -
Martha Brock
EH&S Manager
Date: -4y /T

Orderof the Central Valley Water Board

1. In adopting this Stipulated Order, the Céntral Valley Water Board or its-delegee kas
considered, where applicable, each of the factors prescribed in Water Code sections
13327, 13351 and 13385(¢). The consideration of these factors is based upon
information and comments obtained by the. Central Valley Water Board’s staff in
investigating the allegations concerning the Discharger discussed herein or otherwise
provided to the Central Valley Water Board or its delegee by the Parties and
members of the public.

2. This is an acfion o enforce the laws and regulations administered by the Cerntral
“Valley Water Boaid. The method of compliance with this'enforcement action
consists entirely of payment of amounts for administrative civil liability. As such,
the Central Valley Water Board finds that issuance of this Order is not considered
subject to the provisions of the California Environmental Quality Act (CEQA) as it
will not result in a direct or reasonsbly foreseeable indirect physical change in the
environment and is not considered a “project” (Public Resources Code 21065,
21080(a); 15060¢c)(2),(3); 150378(a), Title 14, of the California Code of
Regulations). In addition, the Central Vallsy Water Board finds that issuance of this
Order is also exempt from the provisions of CEQA in accordance with section
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15323 (a)(2), Title 14, of the California Code of Regulations as an-enforcement
action’by aregulatory agency and there are no: exceptmns that would preciude the
use of this exemption.

3. Theterms:of the foregoing Stxpu}anon are quy mcorporated herem and made part of
this.Orderiof the Central Valley-Water Board, .

Pursuant 10 Water Code sections 13323, 13350, 13385 and Government Code section
11415.60, IT IS HERERY ORDERED b)f the California Regional Water Quality Control
Board, Central Valley Region,

By:

Pamela Creedon
Executive Officer

Date:

101742573.1



