Executive Summary

EXECUTIVE SUMMARY

This document is a Draft Environmental Impact Report (DEIR) prepared in accordance with the
California Environmental Quality Act (CEQA) and CEQA Guidelines to assess potential
significant environmental impacts of a Proposed Oil Development Project in the City of
Hermosa Beach. The City of Hermosa Beach is the public agency with principal responsibility
for review of the Proposed Project and is therefore the lead agency for preparation of the DEIR.

The decision to approve or deny E&B’s Project and the Amendments associated with Oil
Development will be made by the voters in Hermosa Beach, in accordance with a Settlement
Agreement entered into by the City, the Applicant and Macpherson Oil Company. Decisions on
relocation and design of the City Maintenance Yard will not be part of the ballot measure and
will be considered by the Hermosa Beach Planning Commission and City Council, as necessary.

PROJECT BACKGROUND

The Wilmington-Torrance Oil Field was discovered in the Los Angeles Basin at the turn of the
century. In 1919, the State of California granted to the City of Hermosa Beach, in trust, the
tidelands within the Torrance Oil Field. Oil drilling increased in the Los Angeles Basin into the
1930s. The resulting issues related to the oil drilling practices of that time period caused the
voters in several cities to pass ordinances banning oil drilling. In the City of Hermosa Beach,
where many oil wells had been drilled (including Stinnett Oil Well No. 1 at the City
Maintenance Yard), a citywide oil and gas drilling prohibition was passed in 1932.

In 1984, Ballot Measures P and Q were passed by the voters in the City of Hermosa Beach,
granting exceptions to the drilling ban that authorized oil development on two City-owned
parcels, the City Maintenance Yard and the South School site. Subsequently in 1985, the City
adopted the Oil Code within the City’s Zoning Ordinance (a component of the City’s Municipal
Code) that established terms and conditions governing oil drilling and development in the City,
including the requirement for a Conditional Use Permit (CUP) for oil and gas production on the
City-owned parcels.

In 1986, the City selected the Macpherson Oil Company (Macpherson) to develop an oil
production facility to recover oil, gas, and other hydrocarbons from the City Maintenance Yard.
Also in 1986, Macpherson and the City entered into a lease that provided Macpherson with the
right to conduct oil and gas operations within the City. The original 1986 Lease was amended
many times, with a 1992 amended Lease between Macpherson and the City setting forth the
agreement under which the development of the project was slated to proceed (Oil and Gas Lease
No. 2). Under the provisions of the Lease, the City applied to the California State Lands
Commission to allow drilling for oil, gas, and other hydrocarbons in the tidelands area and for
approval of the Lease which occurred in 1993.

The City prepared an Environmental Impact Report (EIR) for the Macpherson project that was
certified on May 9, 1990 along with the City’s Statement of Overriding Considerations. On that
same date, the City Council adopted amendments to the Zoning Ordinance to make oil drilling a
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permitted use with a CUP in the Light Manufacturing (M-1) zone and to allow an exception to
the 35-foot height limit requirement in the M-1 zone for a temporary period during drilling
operations.

In 1995, Hermosa Beach voters approved Proposition E, which restored the ban on oil drilling in
the City. The applicability of Proposition E to Macpherson’s project was subsequently
challenged in court and in 1998, the City Council voted to stop the oil project based on safety
concerns.

E&B’s proposed Oil Development Project is the result of a 2012 Settlement Agreement between
the City, E&B Natural Resources Management Corporation (Applicant), and Macpherson Oil
Company (for itself and Windward Associates) (“Macpherson”) to resolve a lawsuit by
Macpherson Oil Company against the City regarding oil drilling at the site of the existing City
Maintenance Yard at 555 6th Street. Macpherson was seeking in excess of $750 million in
damages against the City for breach of its lease. The Settlement Agreement provided for the
dismissal of the lawsuit, limited the City’s potential liability, and provided the Applicant
(Macpherson sold its interests to E&B Natural Resources Management Corporation) with the
potential opportunity to proceed with the oil drilling project conducted from an urban drill site.

DESCRIPTION OF PROPOSED PROJECT

E&B Natural Resources Management Corporation (E&B), the Applicant, is proposing the E&B
Oil Drilling & Production Project (Proposed Oil Project) on a 1.3 acre site located in the City of
Hermosa Beach (City). The site for the Proposed Oil Project (Project Site), as shown in Figure
ES.1, would be located at 555 6th Street, bounded on the east by Valley Drive and on the south
by 6th Street, approximately seven blocks east of the beach and the Pacific Ocean. Oil and gas
pipelines constructed and used by the Project would extend from the Project Site to area
refineries. The Project Site is owned by the City and is currently used as the City (Public Works)
Maintenance Yard. The Applicant has leased the Project Site from the City for the
implementation of the Proposed Oil Project.

The Proposed Project is composed of two parts: 1) the relocation of the City Maintenance Yard
(Proposed City Maintenance Yard Project); and 2) the development of an oil and gas facility on
the current City Maintenance Yard site. In order to clear the current City Maintenance Yard site
for the construction of the proposed oil and gas facility, the City Maintenance Yard would be
temporarily relocated. If it is determined that the production of oil and gas on the Project Site
would be economically viable, construction of the permanent City Maintenance Yard would be
completed.

Proposed Oil Project

The Applicant proposes the development of an onshore drilling and production facility site that
would utilize directional drilling of 34 wells (30 oil, 4 for water injection) to access the oil and
gas reserves in the tidelands (pursuant to a lease granted by the State of California to the City)
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Figure ES.1 Proposed Project Location
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and in an onshore area known as the uplands. Both of these areas are located within the
Torrance Oil Field within the jurisdiction of the City. In addition, the Proposed Project would
result in the installation of offsite underground pipelines for the transportation of the processed
crude oil and gas from the Project Site to purchasers, extending through the Cities of Redondo
Beach and Torrance. The Applicant proposes a laydown site for heavy equipment and supply
staging/storage within the industrial building at 601 Cypress Avenue during the construction
phases. The Applicant also proposes to construct a parking lot at 636 Cypress Avenue for use by
some of its construction employees/contractors on weekdays and by the public at other times.

The Proposed Oil Project would occur in the following four phases:

e Phase 1: Site Preparation, including relocation of the City Maintenance Yard to the
temporary facility;

e Phase 2: Drilling 4 test wells and Testing;

e Phase 3: Final Design and Construction of both the oil and gas facility and the permanent
City Maintenance Yard; and

e Phase 4: Development and Operations, including drilling of the remaining wells.

The Applicant proposes a facility designed for a maximum capacity of 8,000 barrels per day
(bpd) of crude oil and 2.5 million standard cubic feet per day (scfd) of produced gas at
completion of the drilling stage of the Proposed Oil Project in Phase 4. Prior to the initiation of
each phase of the Proposed Oil Project, it would be required that plans be submitted by the
Applicant to the City and other permitting authorities for review and approval. These would
include coastal development permits, oil and gas well permits, demolition plans, grading plans,
utility and electrical plans, cement/foundation plans, landscaping plans, street and ROW
improvement/modification plans, and construction plans, amongst others.

Proposed City Maintenance Yard Project

The City Maintenance Yard is proposed to be relocated to a temporary facility to be established
on the rear (westerly) portion of the City Hall site (1315 Valley Drive) prior to and during the
initial phase of the Proposed Oil Project so that the maintenance operations could continue when
the existing City Maintenance Yard is demolished as part of Proposed Oil Project activities. The
construction of the permanent City Maintenance Yard would be undertaken on the site now
occupied by Hermosa Self-Storage (552 11" Place) after the Applicant completes the exploration
phase of the Proposed Oil Project in Phase 2. The permanent City Maintenance Yard and the oil
and gas facility on the Project Site would be constructed at the same time.

The permanent Proposed City Maintenance Yard Project has two options: a Parking Option,
which would add a net 97 parking spaces with a below grade parking garage, and a No Added
Parking Option, which would neither add nor subtract from the amount of parking that is
currently available.
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Timeframe

It is estimated that it will take approximately 3.25 years from the commencement of the
Proposed Project until the commencement of Phase 4, when the permanent oil and gas facility
would be operational. Phase 1 would occur for approximately six months. Prior to Phase 1
activities, the temporary City Maintenance Yard would be installed.

Phase 2 would occur for approximately 12 months. The drill rig would operate continuously for
24 hours per day, seven days per week, until the appropriate depth and bottom-hole location for
each well has been reached. It is estimated it would take 120 days for drilling activities, 24 hours
a day, which is approximately 30 days per well for four wells.

If it is determined that the production of oil and gas on the Project Site would be economically
viable, the Applicant would begin Phase 3 of the Proposed Oil Project and Phase 3 would occur
for a period of approximately 14 months.

Phase 4 would occur for a period of approximately 30 to 35 years, the first 30 months of which
would include the drilling of the remaining wells. A 35-year period allowing for drilling into the
tidelands and production is provided for under the existing Lease (Oil and Gas Lease No. 2).

Table ES.1 shows the overall project timeline.

Table ES.1 Proposed Project Schedule Summary

Phase Year 1 Year 2 Year 3 Year 4 Year 5 Year 6
1/12|3|4|1]|2[3]|4|1]|2]|3(4(1]|2|3|4]|1[2]|3|4]|1|2]|3]|4
Temporary City Yard
Oil Project Phase 1

QOil Project | Drill

Phase 2 Test

Permanent City Yard

Oil Project Phase 3*

Oil Project | Drill
Phase 4* Operate | o 0 or 30+ yea

Note: * If the Test phase is determined to be successful, Phases 3 and 4 wouid occur. For construction
only. Does not include permitting timeframe.

PROJECT OBJECTIVES

Pursuant to Section 15124(b) of the California Environmental Quality Act (CEQA) Guidelines,
the description of the Proposed Project is to contain “a clearly written statement of objectives”
that would aid the lead agency in developing a reasonable range of alternatives to evaluate in the
EIR and would aid decision makers in preparing findings and, if necessary, a statement of
overriding considerations. The City is the lead agency which is preparing the EIR, and in this
case the decision makers are the electorate of the City of Hermosa Beach
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As part of the Project Application, the Applicant provided its stated objectives for the Proposed
Oil Project, which consist of the following:

Develop the Proposed Oil Project consistent with the 1993 Conditional Use Permit and
the March 2, 2012 Settlement Agreement, with the utilization of directional drilling
techniques from the Project Site, which is the current City Maintenance Yard;

Maximize oil and gas production from the Torrance Oil Field within the City’s
jurisdiction, thereby maximizing the economic benefits to the City;

Provide an oil and gas development project on the Project Site that utilizes the latest
technology and operational advancements related to safety and production efficiency in
order to provide a project that would be safe and would meet the applicable
environmental requirements;

Conduct construction and drilling activities on the Project Site incorporating
technological advancements, operational practices, and design features related to air
quality, odors, noise, hazards, and water quality to minimize the potential impacts on the
adjacent community and the environment;

Provide landscaping, hardscape, signage, lighting, and other design features to minimize
the visual effects of the Proposed Oil Project on the adjacent community; and
Implement operational practices and incorporate design features to provide safe vehicular
ingress and egress during temporary construction activities and the ongoing operation of
the Proposed Oil Project.

Pursuant to the March 2, 2012 Settlement Agreement between the City of Hermosa Beach, E&B,
and Macpherson Oil Co., the City’s primary objective is to comply with the California
Environmental Quality Act and place on the ballot a measure allowing the City of Hermosa
Beach electorate to decide whether or not to approve the Applicant’s Proposed Oil Project and a
Development Agreement to vest the Project so that, if approved, the Project cannot later be
invalidated by a vote of the people.

In the event that voters approve the Proposed Oil Project, the City would need to relocate the
City Maintenance Yard. Under those conditions, the City's objectives for relocation of the City
Maintenance Yard would be to:

Provide City Maintenance Yard facilities that support provision of high-quality City
services in an integrated and cost-efficient manner;

Consolidate City facilities and functions for maximum efficiency and flexibility;
Minimize disruption of City functions during relocation of the City Maintenance Yard;
Ensure the relocated City Maintenance Yard is compatible with surrounding uses; and
Ensure there is no net loss of public and employee parking spaces as a result of both the
Proposed Oil Project and the relocation of the City Maintenance Yard consistent with the
Preferential Parking Program approved by the Coastal Commission.
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PROPOSED PROJECT ENVIRONMENTAL IMPACTS AND MITIGATION

The Proposed Project would generate potentially significant and unavoidable environmental

impacts in the following areas:

Aesthetics

Air Quality

Biology

Hydrology

Land Use

Noise

Recreation

Safety and Risk of Upset

Each of these is briefly summarized below and is shown in Table ES.2.

Table ES.2 Proposed Project - Significant Unavoidable Impacts Summary

Signlificant Unavoidable
impact?
Impact -
Construction,
Drilling Operations
Re-drilling
Aesthetics: |-EWS pf the drllhng/v'vorkover rig Yes No
night lighting of the rig Yes No
Air Quality: odors Yes Yes
Biology: oil spills into the marine environment Yes Yes
Cultural No No
Energy No No
Environmental Justice No No
Fire Protection and Emergency Response No No
Geology No No
Hydrology: oil spills into the marine environment Yes Yes
Land use: incompatibility to adjacent uses Yes Yes
. noise impacts during drilling Yes No
Noise: P - :
noise impacts during construction Yes No
Public Services No No
Recreation: oil spill impacts on recreational areas Yes Yes
Safety and Risk of Upset: risks from drilling Yes No
Transportation No No
Number of Significant and Unavoidable Impacts 10 5

Notes: a Yes with shading = significant impact that cannot be mitigated to less than significant. Impacts
classified as less than significant or less than significant with mitigation are discussed within the main EIR
document. *During Workovers significant unavoidable impacts would occur for aesthetics.
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Aesthetics

An 87-foot electric drill rig with three-sided acoustical shield would be installed at the Project
Site at the beginning of Phase 2. The rig would introduce, primarily into the foreground and
middleground environments, a visually dominant vertical feature which is distinct in form, mass,
height, material and character from structures in the viewshed of locations which are considered
to have high sensitivity. The effects of light, shade and shadow would produce contrasting
geometric vertical planes and would project into a typically uniform (or otherwise naturally
varied) sky backdrop.

Night views of the open (illuminated) side of the drill rig, with the pattern and scale of this
illuminated feature, would be out of character with existing nighttime views. Similar to day time
impacts, this vertical feature would project above the horizontal plane of the existing illuminated
environment and would become a focal element. The duration of exposure, number of sensitive
viewers, and nature of the visual change would result in impacts that would be significant.

During periods of Phase 4, the 110-foot workover rig could be present on site for up to 90 days
per year. The open truss structure of the workover drill rig introduces a focal element of
industrial character into viewsheds of primarily residential and light industrial character. The
workover rig would not operate at night (after 6 pm).

Mitigation measures include the selection of materials and lighting to minimize glare and
reflectivity and the installation of a permanent 32-foot wall. Some of the impacts would be
mitigable, but impacts would remain significant and unavoidable.

Impacts when the drill rig or workover rig are not present would be less than significant with
mitigation.

Air Quality

Due to the close proximity of the site to neighbors, businesses and the public (within 100 feet of
businesses, 160 feet of residences, 55 feet of the Greenbelt and 20 feet of the public sidewalks),
numerous scenarios could cause odors offsite. These could include various maintenance
activities, small spills and leaks from valves or other process components. Because odor
thresholds for certain compounds found in the oil and gas industry are very low, in the parts per
billion range, release of these compounds can cause odor impacts at considerable distances.
Therefore, due to the close proximity of neighbors, odor impacts associated with accidental
releases, such as tank pressure relief device releases or minor releases from the oil or gas
equipment, could impact surrounding areas and would be a significant impact.

Mitigation measures proposed to reduce the frequency of odor events include the implementation
of systems that direct odor-causing releases to flare-type systems, the implementation of systems
to notify operators when releases could or do occur, and the use of odor masking materials.
Increased vigilance associated with SCAQMD Rule 1173 (related to controlling "leaker"
components) can also reduce emissions from fugitive components, but impacts would remain
significant and unavoidable.
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Impacts related to construction and operational emissions, health risk and GHG would be less
than significant with mitigation.

Biology

Spills and ruptures from the installed pipelines could result due to geologic hazards, mechanical
failure, structural failure, corrosion, or human error during operations. A spill of crude oil could
spread through storm drains to the beach and potentially to the numerous sensitive habitats and
species present in the Pacific Ocean. Spills and cleanup activities would potentially result in
impacts to biological resources. Direct impacts on wildlife from oil spills include physical
contact with the oil, ingestion of oil, and loss of food and critical nesting and foraging habitats.

Implementing the proposed mitigation measures, including developing emergency response
plans with specific criteria, implementing infrastructure preventative maintenance, and
conducting structural integrity tests and routine inspections, would reduce the likelihood and
severity of potential spill and exposure impacts to sensitive biological resources, but impacts
would remain significant and unavoidable.

The fully enclosed drain systems proposed by the Applicant would retain any spills at the Project
Site on-site, therefore, potential spills at the Project site would not produce a significant impact.

Hydrology

As described under Biology, a release from the pipeline between the Project Site and Prospect
Avenue, near the corner of Herondo Street and Valley Drive, could produce a spill of 4,800
gallons that could drain directly into subsurface soils and/or to the ocean through storm drains.
Mitigation measures, in addition to those listed for Biology, include spill training, the required
spill control equipment, the installation of a check valve into the crude oil pipeline at Herondo
Street and the installation of an oil separator in storm drain systems of Herondo Street. These
mitigation measures would reduce the frequency or severity of a spill reaching the ocean, but
impacts would remain significant and unavoidable.

Land Use

The drilling, construction, and potential future operations would be in close proximity to land
uses zoned as open space and residential. Proposed Oil Project activities during all phases may
generate significant noise, odor and visual impacts that would be incompatible with these
adjacent land uses. Mitigation measures are proposed to reduce these impacts in the respective
issue areas, but impacts would remain significant and unavoidable.

Noise

The predicted noise impact of demolition and construction activities in Phase 1 and 3 of the
Proposed Oil Project is significant at many of the neighboring sensitive uses. The most
significant impacts occur during the construction phase, when Project-related noise is expected
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to result in an increase in daytime noise levels of as much as 12.7 dBA over existing noise levels
at the homes to the northwest and west of the Project Site.

Predicted noise impacts during the Phase 2 and Phase 4 drilling stages are significant along the
entire perimeter of the Project Site and in many cases also exceed the 45 dBA limit imposed by
the Hermosa Beach Oil Code. Mitigation measures include increasing the height of walls (where
allowable by code) and adding additional noise protection, but impacts would remain significant
and unavoidable.

Noise levels when drilling is not occurring during Phase 2 and 4 would be less than significant.

Noise levels during the construction of the Proposed City Maintenance Yard, both the temporary
and permanent sites, would also exceed the noise thresholds. Noise mitigation includes the use
of noise barriers, but impacts would remain significant and unavoidable.

Noise levels during the operations of the Proposed City Maintenance Yard would be less than
significant with mitigation.

Recreation

During a rain event, a potential oil spill from the oil pipeline along Valley Drive or at the
intersection of Valley Drive and Herondo Street could drain directly into storm drains and flow
to the ocean. Even without rains, the capacity of the storm drains is such that a spill could still
reach the ocean, depending on the arrangement of sand at the mouth of the ocean discharge. A
spill along the coastline could affect beach areas, leading to beach closures and boating
restrictions in contaminated areas during and potentially after cleanup. Public perception of the
recreational quality of the City’s beaches could also be affected, causing a reduction in beach
recreational activities for a substantial period of time.

Mitigation measures previously discussed under Hydrology and Biology would further reduce
the frequency and severity of a spill reaching the ocean, but impacts would remain significant
and unavoidable.

Safety and Risk of Upset

The potential for a blowout resulting from drilling into potentially pressurized areas within
drilled reservoirs presents a significant offsite risk. Although it is not known at this time which
reservoir areas, if any, are pressurized to the extent that pressures could produce a blowout,
historical data from drilling in Redondo Beach indicates that such potential does exist.
Pressurization would last for only a short period of time (estimated at 30 days based on the
Redondo Beach wells), but could still result in a blowout during drilling. The Applicant
indicated in their Application that wells would be pressurized for a short period after drilling.

Mitigation includes the installation of back-flow prevent devices on the gas pipeline,
minimization of the ability of equipment to ignite a spill of crude oil at the Project Site, and
timely and thorough audits. Impacts would remain significant and unavoidable.

E&B Qil Drilling & Production Project ES-10 Draft Environmental Impact Report



Executive Summary

Impacts when drilling is not occurring would be less than significant with mitigation.

ALTERNATIVES TO PROPOSED PROJECT

CEQA requires that an EIR identify feasible alternatives that will avoid or substantially lessen
the significant effects of the Project. In accordance with State CEQA Guidelines Section
15126.6(d) this Environmental Impact Report (EIR) provides sufficient information about each
alternative to allow meaningful evaluation, analysis, and comparison with the Proposed Project
and the other alternatives. It should be noted that assumptions made regarding the altemnatives’
descriptions could differ from actual proposals, and the alternatives analyses are not presented to
a project-level of detail.

The alternatives considered for evaluation in this EIR include:

No Project Alternative;

Drilling from the AES Site;

Oil Development with Reduced Wells;

Oil Development with Reduced Timeframe;
Use of Existing Pipelines; and

Phase 1 Permanent Yard Construction.

Each of these is summarized below.

No Project Alternative

Under the No Project Alternative, the Proposed Project would not be built, and the City
Maintenance Yard would remain in its existing location without development of a new
maintenance yard.

Therefore, impacts associated with the Proposed Project construction and development would
not occur, and the area would remain in its current condition. No impacts from the Proposed
Project would occur.

Drilling from the AES Site

Under this alternative, the drilling and processing facilities would be located at the AES site
located in north-western Redondo Beach on the site of the existing power generating facility.
The facility could potentially utilize existing pipelines, or new pipelines could be installed,
similarly to the Proposed Project. Pipeline connections along Valley Drive would no longer
need to be installed.

Reduced Wells Alternative

Under this alternative, fewer wells would be drilled, and less crude oil and gas would be
produced. Drilling would be limited to approximately 1 year only.
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Reduced Timeframe Alternative

Under this alternative, the same number of wells would be drilled and the same rate of crude oil
and gas would be produced as under the Proposed Oil Project, but only over an allowed 10 year
timefame. At the conclusion of the 10 year period, all equipment would be removed from the
site, and the site would be restored.

Existing Pipelines Alternative

Under this alternative, existing pipelines along 190th Street would be utilized instead of
installing new pipelines. Pipelines would still need to be constructed along Valley Drive.
Construction and operations at the Project Site would remain the same as under the Proposed
Project.

Phase 1 City Maintenance Yard Construction

Under this alternative, the permanent Proposed City Maintenance Yard would be constructed
prior to Phase 1 at the location currently in use by the Beach Cities Self Storage facility. The
temporary maintenance yard located adjacent to the Beach Cities Self Storage facility and City
Hall would not be constructed.

COMPARISON OF PROPOSED PROJECT AND ALTERNATIVES

Under the No Project Alternative, no development of the oil and gas resources would occur.
There would be no drilling and no construction at the Project Site or along Pipeline routes. The
City Maintenance Yard would not be relocated and rebuilt. None of the impacts associated with
the Proposed Project would occur. No new impacts would occur under the No Project
Alternative. Tables ES.2 and ES.3 summarize the comparison.

The AES Site Alternative has environmental advantages over the Proposed Project primarily
because it would be farther from residential and commercial/light industrial locations. This
reduces the severity of impact to aesthetics, air quality, noise and safety and risk of upset. This
alternative would eliminate the following significant and unavoidable impacts:

Aesthetics: views of the drilling rig;

Aesthetics: glare from the drilling rig and operational facilities;

Noise: noise impacts from drilling activities; and

Safety and Risk of Upset: drilling releases and impacts from drilling releases.

In addition, the severity of some Class I impacts would be reduced, including those to air quality,
hydrology, land use and recreation.

The Reduced Wells Alternative has environmental advantages over the Proposed Project
primarily because it would reduce the duration of some impacts. This would reduce the severity
of impact in the areas of aesthetics, air quality and odors, noise and safety and risk of upset due
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to the reduced amount of time that drilling would occur. This alternative would not eliminate
any significant and unavoidable Class I impacts.

The Reduced Timeframe Alternative has environmental advantages over the Proposed Project
primarily because it would reduce the duration of some impacts. This would reduce the severity
of impact in the areas of aesthetics, air quality and odors, noise and safety and risk of upset due
to the reduced amount of time that impacts would occur. This alternative would not eliminate
any significant and unavoidable Class I impacts.

The Existing Pipelines Alternative has environmental advantages over the Proposed Project
because it would reduce the need to construct pipelines along area streets or within the SCE
ROW. This would reduce traffic and circulation impacts and would reduce air emissions
resulting from construction activities. However, neither of these impacts is significant and
unavoidable, and this alternative would not eliminate any significant and unavoidable impacts.
This alternative would, however, increase the spill frequency along the pipeline from Valley
Drive eastward, where it would tie into the existing pipeline, because older pipelines have a
higher failure rate. This would increase the severity of impact to hydrology and biology due to
oil spills, which is currently a significant and unavoidable Class I impact under the Proposed
Project.

The Phase 1 City Maintenance Yard Construction Alternative has advantages over the Proposed
Project, as it would reduce the need to construct a temporary City Maintenance Yard. This
would reduce severity of impacts to air quality, transportation and traffic, cultural resources, fire
protection, hydrology and water impacts during the temporary site construction activities.
However, none of these impacts are significant and unavoidable. The construction of a
permanent City Maintenance Yard before Phase 1 would decrease the severity of construction
noise impacts by decreasing the duration of construction activities around the Beach Cities Self
Storage site and City Hall by 9 months. These noise impacts are significant and unavoidable
Class I impacts. It would also eliminate the operational noise impacts on City Hall and
residences to the west of the temporary City Maintenance Yard site.
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Table ES.3 Proposed Project Versus Project Component Alternatives - Significant
Unavoidable impacts Oniy

City Maintenance
Proposed Project Yard =il
Pipeline
|mpact Phase 1
Construction, Construction Construction
Drilling Operations , Drilling Operations , Drilling Operations
Re-drilling Re-drilling Re-drilling
1. _Agsthetlcs: views of the Y N Y . Y .
drilling/workover rig
2. Ir};sthetlcs: night lighting of the Y Y Y
3. Air Quality: odors Y Y Y Y i Y
4. Blol_ogy: oil spills into the marine Y Y Y Y Y1 Y1
environment
5. Hydrology: oil spills into the
environment v v Y \ il Vi
6. Land use: incompatibility to
adjacent uses v i I i Y U
7. N'ollse: noise impacts during Y Y Y
drilling
8. Noise: noise impacts during
construction X i i
9. Recreation: spill impacts on
recreational areas o M Y v M M
10. Risk of Upset: risks from drilling Y Y Y
Number of Significant Impacts 10 5 10| 5 101 51

Shaded = significant impact that cannot be mitigated to less than significant. | indicates significant and
unavoidable but less severity, 1 indicates significant and unavoidable but greater severity. *During
Workovers significant unavoidable impacts would occur for aesthetics.

ENVIRONMENTALLY SUPERIOR ALTERNATIVE

The Proposed Project has been designed by the Applicant in an effort to minimize the number
and significance of impacts and still meet the objectives of the Project. Alternatives include
options for an alternative site, operations, pipeline, and phasing, allowing for a selection of
different Project components and, consequently, a different mix of impacts.

The AES Site Alternative reduces the greatest number of the Proposed Project's significant and
unavoidable impacts to less than significant with mitigation. Therefore, the AES Site Alternative
is the Environmentally Superior Alternative. Use of the AES site, however, presents a number of
potential issues related to City of Redondo Beach Charter Article 27 and would most likely
require a vote of the people of Redondo Beach and a re-zoning in order to move forward.
However, these barriers are similar to those under the Proposed Project and are therefore not
considered to pose greater challenges where the proponent cannot reasonably acquire, control or
otherwise have access to the alternative site.

The AES Site Alternative would achieve most of the Applicant's objectives in regard to
maximizing oil and gas production, utilizing the latest technologies and technological advances,
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minimizing visual effects and providing safe vehicular ingress and egress. As the 1993 CUP and
the Settlement Agreement are both associated with the specific Project Site within the City of
Hermosa Beach Maintenance Yard, the objective to develop a project that is consistent with the
CUP and Settlement Agreement would not be specifically met under this alternative.

The Phase 1 City Maintenance Yard Construction Alternative is advantageous over the use of a
temporary City Maintenance Yard, primarily because it would reduce the significance of impacts
to noise and air quality. The elimination of a temporary City Maintenance Yard would eliminate
a potentially significant and unavoidable impact to noise. Therefore, the Phase 1 City
Maintenance Yard construction alternative would be environmentally superior over the Proposed
Project.

Under the AES Site Alternative, the City Maintenance Yard would not need to be moved, as the
drilling site would be located at the AES site.

KNOWN AREAS OF CONTROVERSY OR UNRESOLVED ISSUES

According to Section 15123 of the CEQA Guidelines, the EIR shall identify “areas of
controversy known to the Lead Agency including issues raised by agencies and the public.” All
proposals related to the development and transportation of oil and gas reserves in urban areas
generate controversy and receive a high level of public scrutiny. For this Project, controversy is
due to the sensitive nature of coastal resources, the potential for safety impacts to the local
population, and the fact that oil and gas development in the City does not currently exist.

The Proposed Project would introduce oil drilling and oil and gas production and transportation
to an area that does not currently have this type of development. Some people in local
communities do not want the Project to move forward, as exemplified by organizations opposing
the Project such as Stop Hermosa Beach Oil, Heal the Bay, and other environmental groups. The
Project has generated a high level of public interest and controversy (see Appendix H, Notice of
Preparation and Comments). Areas of controversy highlighted in comments on the Notice of
Preparation include:

e The development of oil and gas in the City is not allowed by the current land use plans
and zoning ordinance;

Safety and risk of upset and the impacts on nearby residences and businesses;

Noise, odor, and air quality issues from oil and gas development proximate to residential
areas;

Aesthetics and views of the drilling rig;

Geology and subsidence;

Climate change and the use of fossil fuels;

Oil spills and the effects on biology;

Noise from the Project;

Settlement agreement costs;

Potential impacts to coastal and recreational resources; and

Potential impacts to tourism as a main economic resource to the City.
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